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MONDAY, SEPTEMBER 10, 1951 


House or RepresenraTives, 
SUBCOMMITTEE ON ADMINISTRATION OF 
rue INrerNnaL Revenvust Laws or Tul 
Com™MiIrret oN Ways AND MEANS. 
New York, N.Y. 

The subcommittee met at 2:50 pP. N.. pursuant to notice, in room 
2800 of the Federal Courthouse Building, Foley Square, New York 
ie 2 Hon. Cecil R. King (chairman of the subcommittee ) presid ng. 

Present: Representatives King, Keogh, and Kean. 

Also present: Adrian W. DeWind, chief counsel to the subcom 
mittee: Bruno Schachner, special counsel; Stanley S. Surrey, special 
counsel: Charles >. Lyon. assistant counsel: Donald Schapiro, assist 
ant counsel: Joseph H.. Flom, assistant cour sel: and James W. Dow- 
ling, chief investigator. 

Mr. KINa. The subcommittee W il] now come to order. 

These hearings are being conducted by the subcommittee to inquire 
into the official conduct of James B. FE. Olson as district supervisor 
of the Alcohol Tax Unit of the Bureau of Internal Reve nue, New 
York district. Mr. Olson resigned his position as district supervisor 
on August 24, 1951. Our subcommittee has received informatior 
indicating that Mr. Olson’s resignation may have been an outgrowth 
of the manner in which he discharged his duties. The proper admit 
istration of our tax laws, and particularly the cond wt of higl ly 
placed officials in the internal revenue service, are matters of prime 
concern to the country and hence to this subcommittee. The sub- 
committee, therefore, intends to inquire thoroughly into the conduct 
of Mr Olson’s office and into the questions relating to his res enation. 

The Alcohol Tax Unit of the Bureau of Internal Revenue is charged 
with SUpervisio! of the alcohol industry and the collection of the ver 
substantial revenues that flow from that industry to the United State 
Government. Those revenues amount to approximat ly sv billion 
annually. 

To safeguard the revenue the Ale } ol Tax i BF it ha heer oiven by 
the Congress vast powers over the liquor industry. In the first in 
stance the Aleohol Tax Unit must pass upon the suitability of pen 


sons who wish to engage in the manufacture or distribution of beer, 
wines, and liquor. Further, businesses in this field must ibmiut 
to continuous i} pection, must furnish reports, and are subject to close 
upervision. ‘The district supervisor of the Aleohol Tax Unit is the 
top field official in the area covered by | district While he acts 


inder the general Ipervision of the Dey uty Conn oner of thi 
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Alcohol Tax Unit in Washington, the district supervisor exercises com- 
plete authority over the alcohol companies in his district. 

Because of their broad powers of supervision, it is a matter of the 
utmost importance that the officials of the Alcohol Tax Unit comply 
with the highest standards of competency and conduct. So impor- 
tant is the question of the conduct of these officials that they are 
forbidden to have any participation or interest in any liquor concern. 

The interest of this committee in the matter now under considera- 
tion is broader than the particular facts of Mr. Olson’s or any other 
one case. ‘The committee wishes to inquire generally into whether or 
not the present safewuards concerning the selection, promotion, and 
conduct in office of officials charged by law with these duties are 
adequate to insure honest, competent, and undivided service. 

Poday’s session constitutes the first public hearing which this sub- 
committee has held. While many subjects have come under the 
scrutiny of this committee, the present hearh vs W ill be devoted only 
toa small segment of the committee’s work. It should be emph isized 
that no judgment in advance is being made as to any matters coming 
before the committee. The committee is insistent upon scrupulous 
harness, 

As ( hairn anh. I tril elad to be able t note the full assistance and 
cooperation in this matter that is and has been extended to the com- 
mittee by the new Commissioner of Internal Revenue, John B. Dun- 
lap. and the stall of the Bureau here and in Washington. 


Che subcommittee desires to proceed with these hearings by hav- 
, wy withesses exam ned mn the first Instance by counsel to the com- 
mittee. \f the end Ol ich examinatio members of the subcommit- 
tee. ‘far as they desire, will then proceed with further questioning. 

Phe first witne to be heard by the committee is Mr. Vonne V. Cir- 
cele. Will you please come forward / 


TESTIMONY OF VONNE V. CIRCELE, A SALES REPRESENTATIVE OF 
THE AMERICAN LITHOFOLD CORP. 


Nir. Kine. Do ve wear that the testimony you are about to give 


to this mmittee will be the truth, the whole truth and nothing 
' 
i 


Mr. Circerer. I do. 

Mr. Kina. Please be seated. 

Mer. Keocu. | der if the record shows the presence of the mem- 
bers of the staff of the si 
to have it set forth just who the members of the staff are. 

Mr. By WiuUNbD. | \\ 1] bye 
Mr. Keogh. 

Mr. Keoeu. I wonder if you would announce them to me. 

Mr. DeWinp. Yes. The members of the staff here present are Mr. 
Donald Schapiro, Mr. Bruno Schachner, Mr. Charles S. Lyon, Mr. 
Stanley S. Surrey, Mr. James Dowling, and Mr. Joseph HL. Flom is 

‘eh 


committee, and if not would it be possible 


—— . ’ } 
id to vive the names to the ste! ographer, 


down at the end of the table. 
Mr. Circele, v Il you please give us you full name / 
Mr. Crrcete. Vonne V. Cireele. 
Mr. DeWinpn. Where do you live? 
Mr. ( IRCELE. »! I le 1] Road, Valley Str um. N. a. 
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Mr. DeWinp. Mr. Circele, are you employed by the American Lith- 
ofold Corp. ¢ 

Mr. Circere. I am. 

Mr. Kine. Can you speak up, Mr. Circele? 

Mr. Circete. I have a cold, if you please, I will do my best. 

Mr. DeWINpb. What is your present capacity with that company é 

Mr. Circece. Sales representative. 

Mr. DeWrnp. In the New York area? 

Mr. Crrceie. That is right. 

Mr. DeWinn. In L)46. what was your po tion with thi ompany = 

Mr. Circece. I was eastern district sales manager. 

Mr. DeWinp. Din ¢ what period did you continue to be the eastern 
district sales manager 

Mr. Circerre. From January 1, 1946, t] ih ber 1950 

Mr. DeWINb. Mr. ¢ reele. whet did anv oflicinl of the Amet 
sithofold Corp. fit scuss Mr. James B. E. Olson with you / 

Mir. Circee. | believe it Wil the fall of 1948, 

Mr. DeWinb. Wi | you please tell us what that discussion was 
tha Withh Wiiolh Vy Ls 


Mir. Circece. | had been in a Navv training schor Davonne, and 


\ O'Vhk ¢ ffi Se Y | \ if ho 1] > wed rive { of 0 
that id bee! uon 7 us for if and yy le 
| ned hac ¢ e from Mr. O 


Mir. DeWinp. W tcdid Mr. Blaune ivto youn nding Vv ithis 


Mr. Circenr. 1 | 
Mr. DeWIND. O ( t of names that were | you by Mi 
Blauner, as cor from Mr. Olson, how 1 nal were ol 


Mr. Crrcece. [ don’t remember specifically. I would 1 < that 
there were possibly 20, as T reeall 
Mr. DeWinp. Was the Blue Crest Wine & Spirits Corp, on that 
Mr. Circete. To the best of my knowledge, it was; yes, sir. 
Mr. DeWinp. It was? 
Mr. Cirrcere. It was. 
Mr. DeWinp. Was the Alpine Wine & Liquor Corp. on the 
Mr. Circeier. I believe it was. 
Mr. DeWinp. Was the Ruppert Brewery Co. on the list ? 
Mr. Crrcetr. Not to my knowledge. 
Mr. DeWinp. Not to your knowledge? 
Mr. Crrceite. No. 
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Mr. DeWinp. Was the Austin Nichols Co. on the list ? 

Mr. Circete. Not at that time; no, sir. 

Mr. DeWinp. Not at that time? 

Mr. Circeie. No, sir. 

Mr. DeWinp. Was it later added to the list? 

Mr. Crrcece. No: it wasn’t added to the list, but that came into a 
different situation later on. 

Mr. DeWtnp. Let us come to that in a minute, then. Was the name 
of the Renfield Importers on the list ? 

Mr. Circetr. I believe it was. 

Mr. DeWinp. Were there any other names on the list that you 
remember / 

Mr. Circere. Well, 1 recall Standard Food Products Corp. 

Mr. DeWinp. Do you recall any others? 

Mr. CIRCELI \ ou mentioned Pee rless Importer 4 

Mr. DeWinp. No: I did not. Was it on the list? 

Mr. Circeir. Peerless Importers: yes. That is about all I can recall 
at the moment. 

Mr. DeWinp. Now, all of these companies that have been named, 
were they engaged in the wine or liquor business / 

Mr. Circeie. Yes: I believe they were. 

Mr. DeWinp. At the present time do you have a copy of the list 
that was given to you ¢ 

Mr. Circetr. No; Mr. Blauner took that away with him at the 
time he wave it to me to take a transcript off it. 

Mr. DeWinp. Mr. Blauner took it with him? 

Mr. Circee. That is right. 

Mr. DeWinv. Were there any names on that list. Mr. Circele, that 
were not names of wine or liquor companies ‘ 

Mr. Circeir. I believe one, as my memory goes, Louis Marx & Co., 
a toy manufacturer. 

Mr. DeWinp. That is the only one you can remember ¢ 

Mr. Circere. So far as my memory goes. 

Mr. DeWinp. Do I understand that there were approximately 20 
on the list ¢ 

Mr. Crrceir. To the best of my recollection, ves 

Mr. DeWtnp. So that these names we have here are o1 ly a part of 
the list ? 

Mr. Circerre. Yes: that is right. Thev either weren't sold or I have 
forgotten about them entirely. 

Mr. DeWinp. At the time that Mr. Blauner talked to you about the 
Olson list, did he take up with you a list provided by anybody else ? 

Mr. Circetr. Yes, sir. 

Mr. DEWiNb. What list was that ? 

Mr. CIRCELE. He said we would have a Sim lar list to follow, from 
Mr. Joseph Nunan. 

Mr. DeWinp. Did he tell you who Mr. Joseph Nunan was? 

Mr. Circeitr. No; otherthan he was a vice president of the company. 

Mr. DeWinp. He said he was a vice president of the company, too? 

Mr. Circece. That is right. 

Mr. DeWinxv. When was the list that Mr. Nunan was to provide 
sent to you ¢ 

Mr. Crrceie. I don’t recall definitely, but IT think it was a month or 
two after we got the one from Mr. Olson. 
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Mr. DeWixp. Do you remember about how many names were on 
that list ? 

Mr. Circete. | would say approximately the same number. 

Mr. DeWrnb. Do you remember the names of any of the companies 
on that list ¢ 

Mr. Circece. Yes. ‘There was the Union News Co., the American 
Express Co., Capital Distributors, Continental Grain Co. 

Mr. Kine. Mr. Keogh will inquire. 

Mir Kero it You ire f ilking about a list. how, different from the 
first one vou mentioned; are vou? 

Mr. DEWiNbD. Yes, Mr. Keogh. 

Mr. Keogn. As to the second list, have you indicated when that 
econd list Was given / 

Mr. DEWrNb. | understood Mr. Circele to say about 1 month after 
th first | =. 

Mr. Keocu. All right 

Mr. DeEWinpd. Now, was the Blue Crest Wine Co. on the list that 
Mr. Nunan sent / 

Mr. CircELE I believe t was; yes 

Mr DeWINnp Was there a name, Mr. L.. M. Renfield, on the list 
that Mr. Nunan sent / 

Mr. Circece. I don't reeall that particular name. I remember the 
name of Renfield Importers 

Mr. DeWinb. Renfield Importers is a liquor company ? 

Mr. Crrcecre. That isa firm name: that is right 

Mi DEeWILNDb. No Vv. we ild vo itell the committee, ple ise, Mr (* reele, 
ere ill of the name ) the list mven to you hy Mr. ()!) on, the 

umes of firms located inthe New York area ? 

Mr. Crrceute. Yes: they were. 

Mr. DeWinp. Whi Mr. Blauner instructed vou to get touch 


h these people, Lhe te vou to tell the prospective customers that 


Mr. Circenie. Y 

Mr. DeWinp. Did he state to you that vou should regard 
formation as confidential. n dealing with the o lecmoe} 
ganization ? 

Mr. Cirereie. Not in just words, but by inference: ye 

Mr. DeWtnp. By ference, he did / 

Mr. Circene. That is right 

Mr. DeWinp. That is, vou do not recall the precise words ? 

Mr. Crrcenie. No. , 

Mr. DeWinp. But the implication that vou received was that vou 
were to regard that as secret ? , 
Mr. Creer. That is right. 

Mr. DeWinp. Did he give vou the same implication as to the names 
n the dist provided by Mir. Nunan ? | 

Mr. Crrcere. That is right. 

Mr. DeWinp. Now, would ve 
? roceeded to get in touch w th these prospect Vi istomers 

Mr. CIRCELE. | t le | ol each one of them. introdu ‘ed mvself is 
iles manager of the American Lithofold Corp... and went into the 


letauls of what prospects there were for us to sell them continuous 


) please tell the committee ho vou 


‘ 
/ 


printing. 
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Mr. Dy WIND. Could you briefly explain, Mr. Circele, what “con- 
tinuous printing” is? 

Mr. Circeie. I will try. Continuous printing is a continuous web 
of paper which is printed and perforated so that it forms a constant 
chain of invoices, billheads, shipping documents, or whatever the ree- 
ord may be, and the continuous form feature of it is to provide a move 
ellicient me thod of h undliz hy the bill hg forms. 

Mr. DeWtnp. Is that the principal product produced by the Ameri- 
can Lithofold Corp. 4 

Mr. Crrecere. It is 

Mr. DeWinp. That tvpe of continuous printing used in a good 
! Tere businesses: 1s that right? 

Mr. Curcete. Almost all businesses of iny size use that type of 


Mr..DeW) Well, what sort of suecess did you have, Mr. Circele, 
in contacting t ames on Mr. Olson’ t ? 
Mr. Cirers Po the best of my mory, we sold practically all of 
e nam t he had furnished us. 
Mr. DeWinxp. Were you able to make sales to the Blue Crest Wu 
& Spirits Corp. ! 
Mr. Crecente. We were. 
Mr. DeWINpD. And did you n ike sales to the Alpine Wine & Liquor ? 
Mr. Circetre. We did. 
Mir. DeWinpb. Standard Foods, Inc. ? 
Mr. Circeie. Yes, sir 
Mr. DeWinp. Did you make an 
Mr. Circeire. Yes, sir. 
Mr. DeWinp. Did Mr. Olson have any connection with those sales? 
Mr. Circe 1 understand he did. and I was told by Mr. R. A. 
Blauner that 
Mr. DeWinp. By m 
Mr. Crrcere. R. A. Blauner. 
Mr. DeWitxp. What were vou told, Mr. Circele ? 


t] 


/ 


brewery / 


a 

/ 
— 
~ 


Mr. ¢ pene. Mr. R.A. Blauner told me that he had called Mr. Olson 
on the phone, te what he could do to help us through contact of 
Ruppe | egvotiate a tra that was pen Y atl that 


What did he tell you that Mr. Olson had said or done ? 
Mr. Crrcere. He didn’t tell: e, except that I know we got the order. 
Mr. DeWinp. Now. I] think vou said that the Austin Nichols Co. was 
not on the list originally, but it somehow became involved with Mr. 


Mr. Circeire. Not exactly on the list, no. We had sold Austin 
Nichols for a 4 irs previ o this situation that developed, and 


| 
we had lost 0 oO compet ltl And, there again, Mr. R. A. Blauner 
told me that Hed Mr. Olson fora tance, trving to negotiate 
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~ 


going to step back into the picture again, and I was going out as regulat 
salesman. 

Mr. IKKRAN. You were ong to be as ilesman ? 

Mr. Crrceve. That ight. 

Mr. Kran. He stayed here temporarily, and he was only here tem 
poral ly ¢ 

Mr. Circere. He didn’t stay very long; that is right. 

Mr. Keoor. And y ire still connected with the compar 

Mr. Cu ELE. Yi. ej im sale representat ve, 

Mr. DeWinp. Mr. ¢ el 
Lithofold Corp. ? 


Mr. DeW RJ] er is] ent M 
R.A. Blauner is the ¢ n district sales manager ? 

Mr. Cirer Not time. Il vice ] ’ L hie 
active a il rei vel 

Mr. De Wunp. } er became easte Listrict Lit t 


I 
Mr. Crrcere. No. 
Mr. })y \\ ND. | il orry Wo hed Vou Th ke that ~T ‘aleht ? 
Mr. Circere. All right. At the time Ll was manager, Mr. Blaunet 


maintained an office in Washington, D. ¢ For some reaso 
known to me, he cles ded to move til head intel bael to New Ye 
and take over the eastern district les managership, whi | id 
held up to that time 

I] taved here approximately 6 mont} I recall it 
left waih a cl ppomred ( el {Ist | =] nia 


ir. DeWinp. What 1 the « sion of that eet} } 

Mr. Crmceve. If I recall correctly, it was in connectio 1) 
posed redesign of a Government report form, known as 52-B, re- 
quill L | t! Tints it t tit Department ror ul liq ( 1; 
repo then les. 
Mr. DeWixp. Well. prior to the meeting to d R 
had Vo =} ke LO Mi () m1 OF thre telephone 

Mr. ¢ IR L Po V. I don't reeall lefinitely 

Mr. DeWrnn. Had Mr. Olson ever spoken to you about 


0 
Mr. ( Y there 
vel Oo t th iw progr wa = 7 
und so fl 
Vr. DeW . Di ' Vir. O ) ( 
in developing any « 
Mr. Cirert i | ve 1 did 
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Mr. Crrcetr. Not at all. They all turned out to be very poor pros- 
pects for our product. 

Mr. DeWInp. They all turned out to be poor prospects ? 

Mr. Crrceie. I would say at least the majority of them did. 

Mr. DeWinp. With the exception, that is, of the names that ap- 
peared on both lists, that you were able to sell? 

Mr. Crrcete. That is right. 

Mr. DeWinv. Did you ever discuss the difficulty of developing busi- 
ness from those names with Mr. Nunan ? 

Mr. Circeir. No: not in that strict sense, I didn’t. T just told him 
that we hadn’t had anv success, as I recall it 

Mr. DeWinp. All right. now. coming back to the meeting, the first 
meeting that vou had with Mr. Olson to discuss changes in Form 52 B, 
could you tell us wh if that wis about. please ¢ 

Mr. Circerr. Well, the form as originally prescribed by the Gov 
ernment was of a size that we could not produce on our press equip 
ment. We conceived the idea that we could condense the form toa 
size that we could handle. if we could get Government approval of it, 
ind we could go out and sell it. and we also would afford at economy 
to the user, if we could do that. 

Mr. DeWinp. What was the purpose of your attendance at that 
conterence 

Mr. Crreceie. T was the person who was assigned the responsibility, 
by Mr. Blam er, to rect S101) the form. nl d | took if to Mr. Olson to 
get his Opinion as to whether 1 would be acceptable or not 

Mr. DeWinv. Where did you take it to Mr. Olson / 

Mr. Crrcete. It was some address on broadway, at his office, at that 

rie 

Mr. DeWinxp. Was it at the office of the Aleohol Tax Supervisor ? 

Mr. Crrcene. Yes, su 

Mr. DeWinp. And vou saw Mr. Olson in his office about the form? 

Mr. Crreeie. Yes, sit 

Mr. DeWinp. What was the result of your talks with Mr. Olson 


rho it getting the form changed ? 


Mr. Crrcene. As I recall it. he told me that he thought it could and 
should he ipproved, brit if would | ive to he othe illy approved in 
Was! GTON, i 1 | subsequently ade a trip to Washington to get it 
tppros dat the Internal Revenue Bureau there 

Mi 1 \\ VD Did Mr. Olson tell you he would speak with invbody 
there about the change ¢ 


Mr. Crrcere. Not that I reeall. 

Mr. DeWinp. Not that you recall? 

Mr. Circenr. No. 

Mr. DeWinxp. Were you able to get the form ipproved in Wash 


ington ¢ 


Mr. Crrcetr. Yes, sir. 

Mr. DeWinp. And was the approval sent to Mr. Olson ? 

Mr. Crrceeie. I got a verbal approval the same day I was there, and 
then a subseq ent written ipproval came through to us through Mr. 


Olson's ollice. 

Mr. Dy WHINp. Mr. Olson received it from Washington and trans 
mitted it to American Lithofold Corp ; 

Mr. Circete. That is right. 
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Mr. DeWunp. Prior to that time, had American Lithofold been 
able to print this form under the old form ¢ 

Mr. Circece. We could have printed it, but it would have been a great 
disadvantage competitively, because we would have to furnish a much 
larger size. 

Mr. DeWinp. That is, the American Lithofold presses were not 
adapted to print the form in its original form ¢ 

Mr. Circece. ‘That is right. 

Mr. DEWINb. So that the effect of the change was to open up a hew 
line of business to American Lithofold Corp. ¢ 

Mr. Crrcete. That is right. 

Mr. Dt WiuND. When you went down to Washington to discuss 
authorization of a new form, with whom did you speak there: do vou 
remember / 

Mr. Circee. I don't recall the specific name, but I believe it Was 
the Chief of the Aleohol Tax Unit. 

Mr. DeWinp. Had Mr. Olson told you that you co ld represent 
him as being in favor of the new form 4 

Mr. Circeve. I don't recall the exact conversation, but I think that 
he did tell me that | could mention that T reviewed it with him first 

Mr. DeWinp. Those are all of the questions that I have to ask at 
the moment, Mr. Chairman. 

Mr. Kine. Mr. Kean, do you have any questions ¢ 

Mr. Kean. Mr. Circele, vou stated that you believed vou did talk t 
Mr. Olson about de veloping contacts further / 

Mr. Circeir. Yes, su 

Mr. Kean. What do you mean by that’ T mean, you were having 
a hard time ina certain area to develop contacts, or what did vou ask 
him. and what did he say 4 

Mr. Crrerie. Well. to recall any specific cases is a little far-fetched 
from memory, but I do recall something like this. where Mr. Blaune1 
iad explained to me that Mr. Olson had a wide acquaintance in bus 
ness circles, and if ever any account came up that we had difficulty 
in trying to sell, we might call on him to see if he knew someon: 
that he could put us In touch with who would help is tnake that 
~ale. That ts gene rally the pont that T had im mind, 

Mr. Kean. What happened when you did try to make that contact / 
And you said you did talk to Mr. Olson about developing contacts 

Mr. Circene. 1 don't reeall any specific instances, and sometime: 
he might have been able to help us, and in others he might not hav 
known anyone inthe particular case. 

Mr. Kr AN. What do you mean by “help us’? Would he talk to sort 
one in the organization, or would he just give you the name of some 
hody to talk to? 

Mr. Circere. Whether he talked to anyone, I don’t know, but usually 
he would clive us the name of someone to talk to. ; 

Mr. Kean. He would give you the name of someone in the organ 
ization ¢ 

Mr. Circere. If he knew that organization: yes. 

Mr. Kean. Did he ever state that he would talk to the people before 
Vou did, so that you would come ona friend] basis ¢ 

Mr. Circerr. IT do not recall that specifically ; no, 

Mr. Kean. With reference to the change in form, where was that 
“urcestion m ide’ Was th it sugae stion made 1 your offi eC. 10 « hange 


the for In / 
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Mr. Circete. Yes, sir; that originated in our office. 

Mr. Kean. It originated in your office? 

Mr. Circete. Our salesman had quite a bit of difficulty in trying to 
sell this form because of its original prescribed size, and they came 
to me and asked me what we could do about it to see if we couldn’t 
reduce it: and | reviewed it with Mr. Blauner and he said, “See what 
you can do with it, and lay it out and redesign it, and take it up to 
Mr. Olson to see what his opinion is of it.” 

Mr. Kean. When you had that form changed and approved, could 
you then manufacture that form better than most of your com- 
petitors ¢ . 

Mr. Crrcern No. 7] hey all had the same opportunity. 

Mr. Kean. You could not make the old form ? 

Mr. Crrcece. That is right. 

Mir. Kevan. But could all of them make the new form ? 

Mr. Crernr. Oh, ves. 

Mr. Kean. It was as mplified proposition, and it did not give you 
any spe al advantage ? 

Mr.Circete. No particular advantage; no. 

Mr. Kean. Over all of your competitors ? 

Mr. Circece. That is right. No, sir. 

Mr. Kean. Mr. Blauner you mentioned, and it is the same name as 
the president, and what relation is he? 

Mr. Circere. It is father and son, and R. J. Blauner is the father 
ind R. A. Blauner is the son. 

Mr. KEAN. Where is he now ? 

Mr. Crrceice. Which one? 

Mr. Kean. The son. 

Mr. Circete. In Cuba. 

Mr. Kean. Is he still con nected with the company ¢ 

Mr. Crrecete. T assume so. He calls in the office frequently, I under- 
stand. 

Mr. Kean. He is still connected with the company ¢ 

Mr. Crrceir. Yes, sir. 

Mr. Kean. I did not get your position exactly. You were sales 
manager, and then he came in and took, temporarily, that job while 


vou were doing some naval work, and he took over the job there: and 
: . ’ a ’ 1 } 
then aitter he eft. did he have another sales manager who superseded 
vou ¢ 

Mr. Creer. That isn’t quite the sequence, Congressman. When 
IT was in the naval school. Mr. R. J. Blauner. the father. came in to 
Ni York to run the office while IT was in school, and 


Mr. IK AN. He was the president of the corporation 4 
Mr. Crrceir. He was vice president and general manager at that 
time. 

Then more recently, in ¢ letober of 1950, Mr. R. A. Blanner, the Son, 
decided to move back into New York as eastern district manager, to 
take ni old place . and he staved on about i months, und | took over as 
the regular salesman. And then subsequent to that, he moved out 
again and put in another new manager in his place, and also in my 
place. 

Mr. Kran. So you were at one time sales manager, but now you 
are no longer sales manager, but a salesman ? 

Mr. Crecere. A regular salesman; that is right. 
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Mr. Kean. This other man is not an uncle, nephew, or cousin, or 
relative of the company ¢ 

Mr. Circe.e. Not to the best of ry knowledge he isn’t. 

Mr. Kerogu. Mr. Chairman. 

Mr. Circele, that Form 52-B that you speak of, just what is that 
form / 

Mr. Crrcetre. The general nature of it is a wholesale liquor dealer’s 
report that the Internal Revenue Bureau requires to be made monthly, 
I beheve, if I remember correctly. It shows the aha, tor and break- 
down of sales by kinds of hig nor, and where they are from. 

Mr. Keogu. And did the revised form of which you speak contain 
Ul of the information that was required in the previous type / 

Mr. Crecente. It did: ves, sir. 

Mr. Kerogu. And all vou did was to make it a smaller size? 

Mr. Crrcete. We condensed the margins on it so we could get it o1 
our press. 

Mr. Krocu. And all of the pertinent information with respect to 
the s . sand the amount of taxes, and so forth, is there / 

Mr. Crrceite. We retained all of the basic information, ves, sir: and 
we are still selling it today that way, as a matte! of fact 

Mr. Kt iN. Could I ask another question ¢ 


‘ 
Mir. Olson ana Mir N inuanhn were vice presidents of Vout corpors it} 1? 
Mr. Crreene. That is what Mr. R..J. Blauner told me: ves. sir. 
\Ir. Ky LN. Crit ie of these l iff t} “ul you } ive already men- 


tioned. were vou in contact with them at all in connection with the 


business of the corpol ition 7 

Mr. Crreceir. No, sir. 

Mr. Kean. That all. 

Mr. DeWinp. Mr. Circele, 1 show you here a carbon copy of a 


list of names w headed at the top, “Mr. Nunan’s letters re rep- 
resentation of America Lithofold ¢ orp...” and ask yi I that came 
from the files of the American Lithofold Corp. ¢ , 

Mr. Circere. It must have come from their files. It has got my 
initials on it. 

Mr. DeWrnp. Is this list of names a complete list of the names that 


Mr. Crrcere. I de n't believe so. 
DeWinp. That is a partial list ? 

Mr. Circecr. To the best of my recollection, there were more names 
than that, that we had been furnished by Mr. Nunan. 

Mr. DeWinp. Mr. Chairman, I think that this should be made a 

irt of the recor it this point. 

Mr. KING. Wit nout objection, t is 0 ordered 

(The list referred to above was marked “Exhibit 1” and is as 
follows :) 


st 
Mr. Nunar rave you . Mr. Circele / 


I:exHinit 1 
Mr. NUNAN’S LErTers RE REPRESENTATION OF AMER N LirHoFro.tp Corr. 


To , 
Mr. Wm. Stokum, Asst. Vice President, New Y« nsul 
ance Co., 51 Madison Ave., New York 10, N.Y 
Mr. David Martin, ¢/o New York Athletic Clu 
woth St., N. ¥. C 
Mr. Herman Greenberg, ¢/o Capitol Distributors Corp., 345 Mar. 4, 1949 


Hudson St., N. Y. 14, N. Y. 
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Mr. Victor Ziminsky, c/o Union News Company, 131 Varick Mar. 4, 1949 
Street, N. Y. 13, N. Y. 
Mr. Eugene Bissell, c/o Continental Grain Co., 2 Broadway, Mar. 4, 1949 


m Be & ee Ee 
Mr. Charles Merenoff, c/o Blue Crest Wine Co., 410 East Mar. 4, 1949 
110th St., N. Y. 29, N. Y 


Mr. L. H. Renfield, 445 Park Avenue, New York 22, N. \ Mar. 4, 1949 


Mr. Keocu. Could I have an opportunity to examine the witness 
after I have had a chance to look at this document ? 

Mr. DeWinp. From an examination of that list, Mr. Circele, do 
you recall how the contact with these companies was established / 

Mr. CIRCELE. Yes, In the case of Mr. Nunan, he had prepared let 
ters of introduction for me, to these accounts, to be followed up with 
a personal call from me. 

Mr. DeWinp. Was that the same method that was used in the 
case of Mr. Olson’s names / 

Mr. Circeie. Not to the best of miy know ledge. 

Mr. DeWinv. Mr. Nunan wrote letters to be delivered to these peo- 
ple, and Mr. Olson did not ? 

Mr. Circerr. Not to the best of my knowledge, he did not. 

Mr. DeWinp. Now, to come back just for one more minute to the 
change of Form 52—B, when you spoke to Mr. Olson about it at 
his oflice in the Alcohol Tax Unit. he expressed the View to you 
that he thought the change would be desirable and acceptable ¢ 

Mr. Circere. That is right. 

Mr. DeWinxp. When you appeared at the earlier session of this 
committee, Mr. Circele, on this matter, you were asked the following 
question by Mr. Schachner: 

Phat is, he authorized you to quote his opinion as being in favor of the pro 
posed changes 
And yout imswer was: 

Phat richt 

Mr. Crrcere. That is right 

Mr. DeWtuwnp. That was in connection with your trip to Was} 


Ington / 
Mr. Circeir. Absolutely right. 
Mr. DeWinp. Mr. Circele, from what you said sbout your present 


employment, am I right in concluding that your present relations 
with the American Lithofold Corp. are entirely friendly and satis- 
fac tory ¢ 

Mr. Circeir. So far as T am concerned, they are; yes, sir. 

Mr. DeWinp. Mr. Chairman, that is all. 

Is there any further question about the admission of this document 
into the record, which perhaps ought to lead to further questions 
here / 

Mr. Keocu. I would like to make this observation, off the record. 

(Diseussion off the record. ) 

Mr. Kine. You may step down, now, Mr. Circele. 

Mr. DeWinp. I have just one more question before you go. 

When Mr. Olson authorized you to state his opinion as being 
favor of the new Form 52—B, did he also authorize you to say that 
he was a vice president of the American Lithofold Corp. ¢ 

Mir. Crrernu Not that I reeall any reference to that. no, sir. 

Mr. DeWinp. All right. Thank you. 
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Mr. Kean. Did he tell you not to say that he was a vice president? 

Mr. Crrcete. Not to the best of my recollection, he did not. 

Mr. King. You may step down, Mr. Circele. 

We will call Mr. James B. E. Olson to come forward, please. 

Mr. Kine. Do you swear the testimony you are about to give to 
this committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Mr. OLSON. | do 


TESTIMONY OF JAMES B. E. OLSON, DOUGLASTON, LONG ISLAND, N. Y 


Mr. DeWinp. Do you wish me to proceed, Mr. Chairman ¢ 

Mr. Kine. Proceed, Mr. Counsel. 

Mr. DeWinp. Mr. Olson, would you please state your full name? 

Mr. COLSON. James h. E. Q son. 

Mr. DeWinp. What is your residence, Mr. Olson ¢ 

Mr. Orson. 244-12 Rushmore Avenue, Douglaston, Long Island 

Mr. DeWinp. May I ask you, please, what is your age ¢ 

Mr. Ouson. Fifty-six. 

Mr. DeWinp. Mr. Olson, on August 25, a request was made to you 
to prepare some financial and net worth statements for the committee, 
and have those been prepared ¢ 

Mr. Orson. Not as vet, sir. 

Mr. By WiuNpb. Phey have not beet prey ired 7 

Mr. Onson. ‘| hey ire being worked on. 

Mr. DeWinp. Have you instructed your accountant to prepare 
them ¢ 

Mr. Orson. I dl issed it with him. 

Mr. DeWinp. Well. ins he been instructed to take all of the steps 
to prepare then 

Mr. Orson. Eh li the process of preparing them 

Mi 1) WIND Can vou tel] lis whieh they will be ready for Ws ¢ 

Mr. Outson. No: I wouldn't know. 

Mr. DeWinp. Have you had any discussion wit! your accountant 


, 


as to how long it vould take to prepare them / 

Mr. Ouson. Yes. sir: Limagine it will probably take another co iprle 
of weeks It satiite a questionnaire, as vou well realize 

Mr. DeWinp. Mr. Olson. did vou In ng wit! you today the doe 


ments vou were asked to hy ner W th you! 

Mr. Ouson. Well. if vou will enumerate them, Mr. DeWind, I 
be glad to discuss them. T couldn't bring all of those documents with 
mie, I don't think 

Mr. DeWinp. Did vou bring any of them, Mr. Olson? 

Mr. Orson. Novsir. I didn’t think it was necessary. 

Mr. DeWinp. Mr. Olson, the committee’s subpena served on you 
requested the pre duction of spe ified books and docume ts. did it not ¢ 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. And vou have not produced any of those / 

Mr. Orson, No:b tuse | haven't rot them. 

Mr 1) Winp Yi uhave no © of tho e docun ents ¢ 

Mr. Ouso~n. No sir: T wouldnt sav all of them. The ereat majorit 
Il haven't cot 


Mr. DeWrep. Those that you do have, did you bring them with yo 
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Mr. OLson. Well, l don't know which ones you thean. 

Mr. DeWunp. Any of them that you have that were requested. 

Mr. Ouson. As far as I know, I haven’t got any of them that would 
relate to this investigation or to my official capacity as a district 
supervisor of the Aleohol Tax Unit. They are all in my accountant’s 
oflice; and the revenue agents, so far as your No. 1 and most of them, 
they are going over them right now, as far as I know. 

Mr. DeWinp. Well, now, let me simply ask you this, Mr. Olson: 
Do you have in your possession any of the documents that were 
spec ified in the subpena ¢ 

Mr. Otson. Well, I can go down the list of four, if you will, 
with me. 

Mr. DeWinp. Could you tell me in advance, do you have any of 
the documents / 

Mr. OLSON, | don’t know. If you Lo down, the Ame rican Litho- 
fold, I haven't anything on that. I never had any correspondence 
with them. And Joseph Nunan, I had no correspondence with him, 
except maybe tickets going to a ball, or something, or sending him my 
life-insurance policies, as their firm takes care of those policies. 

Mr. DeWinv. That is, Mr. Nunan is your counsel / 

Mr. Otson. No, sir. 

Mr. DeWrnp. But his law firm takes care of your—— 

Mr. Otson. His law firm quite a few years ago wrote my will, and 
in my will there are life insurance policies, and, therefore, I sent 
that to the firm, and they keep them in their safe, and he is not my 
counsel, 

You it ked me about Carter and Weeks. i! dl ] have ho orrespond- 
ence, so far as L can re all, tO my memory, OF Carter and Weeks, none 
Vi hatever. 

You ask me about Applebaum, and T have no correspondence with 
Applebaum that I recall or can remember. 
me about Car imal wY8ua Wine Co... 21 7 | have no corre- 
spondence, so far as I ean recall, with them. If it . the accountants 


oOnosked 


As I have told youl investigator, chief au vestig itor, Mr. Dowli o, 
the Wine Industries, I have no correspondence with the Wine Indus- 
tries except what, as far as I can remember, the accountant will have, 
und they are all there available for you. 

There mavbe so much I would have to get a truck to bring them 
down here. — 

Now, in regard to my bank statements, No. 1, books of deposit, can- 
celed checks, I haven’t got those. My accountant has them, and they 
are all available for you. ; 

The records of purchase, transfer of property, if any, and the ac- 
countant has them all, and your man can go up there and get them, 
and vou did with other corporations, and he can get anything he wants. 

Mr. DeWinv. Mr. Olson, just continue with the list, and say which 
of those documents you do not have. 

Mr. Otson. I haven’t any. 

Mr. DeWinp. You have none of them? 

Mr. Ouson. As far as I know; no. 

Mr. DeWinv. Now, have you—— 
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Mr. Kean. How about informing the committee what the request 
of counsel was, for the documents, and read the request, so we know 
what we are talking about. 

Mr. DeWinp. Do you have the subpena served upon you here? 

Mr. Orson. No, sir. My attorney has it. 

Mr. DeWinp. We will have that in a moment, Mr. Kean. 

Mr. Kean. I would like to see it. 

Mr. Orson. I had two subpenas. 

Mr. Di WINb. Since the receipt of the subpena, have you looked 
into the personal records you do have in your pr esslon 

Mr. Otson. No, sir. 

Mr. Di \\ IND. You have made no search of those re ords? 

Mr. OLSON. I didn't have time, W th what | had to do whet | re- 
ceived this subpe na. With all of the erround I was coverlbyg, and l cer- 


ally was frustrated, and I certain 


y was, and I didn’t even look for 
then. 

Mr. DeWinp. Mr. Olson, simply confine yourself to answers to the 
questions, because we will waste a great deal of time, and the pro- 
ceedings will not be orderly, if we do not have simple answers to the 
que tions. : 

Mr. Ons N. M Ly I sn oke, Mr. ¢ hairman / 

Mr. Kung. Yes, you may smoke 

Mr. DeWINp. You said with all vou have had to ao - e you 
received the ubypr i, I underst ma, ft il Vo have not looked at ve ir 
records at all? 
Mr. Ouson. Yes: I did look at the record 
Mr. DeWinp. Your personal records ? 


Nir. OLson. Some } rds that I received, that wa the Alcohol 
Lax I t oth . el PTV Lhodine init t ire ao hmv «ee ul 
Lnad some of ecords L che ) i whe ‘ i i ‘ 
of the records was when | Dmiitted my resi@na Ot puTreaU 
of Internal Revenue listrict super S01 ( Lu: t S of 1 ir’. 
lt Was recommended ind Vou are isking rit t wa recom | 
ind approved by the Commissioner on August 9. 
Mr. DeWinp. Mr. Chairman, could you please direct thi . 
not to make speeches about questions that are not ask him ¢ 


Mr. Kine. Proceed 

Mr. DeWinp. Mr. Olson. ha your accountant discussed 

ibpena served uj him for the production of | 

Mr. Ouson. No, sir. 

Mr. DeWinp. Do you know that he has received such a subpena 

Mr. Ouson. Yes: I think I found it out this morning. and I den’t 
know who told me. 

Mr. DeWinp. Have you instructed him to produce the books and 
records called for / 

Mr. Ouson. Anything that subpena does, he W 1] prod ice it. ] Wve 
nothing Lo hide. 

Mr. DeWinp. Is your accountant here with the books end records? 

Mr. Otson. I don 
he here, 

Mr. DeWixp. Who is your accountant ¢ 

Mr. Onson. Fred Landau & (‘o.. 1440 Broadway. 

Mr. Kean. May I ask a question there, with reference to that / 


} 


7 know. ] don't know when the Vis wUpposed to 








16 INTERNAL REVENUE INVESTIGATION 


Mr. Olson, your papers, contracts and agreements, and correspond- 
ence, and that sort of thing, would the accountant have that file¢ It 
would seem to me that it would be in your personal file. 

Mr. Ouson. No, sir; the accountant, Fred Landau & Co., if you ask 
me, Congressman, going down one by one, I will explain everything 
to you. He has everything in there. The accountant has No. 1 that 
we are discussing; and he has No, 2 that we are discussing; and he 
has No.3; and I haven’t anything or any correspondence with Ameri- 
ean Lithofold; and Nunan, I haven’t any correspondence with him 
that I remember; and Carter & Weeks, I don’t recall any correspond- 
ence with them at any time: and Applebaum, I have no correspond- 
ence with them: and Canandaigua WW ine, 1f the correspondence that 
l have with him—which was an agreement, I beheve, back in 1945, 
the first half—the accountant has that contract. 

The next one, whatever that agreement or correspondence may be, 
they have that—-I mean the accountants, Fred Landau & Co., they 
have allof that. Idon’t have them. 

Mr. Kean. It has been testified that you were vice president of 
the American L thofold Corp. 

Mr. Orson. But nobody asked me Listen. Mr. Congressman, it 
has been test fied, buat nobody asked me about it. 

Mr. Kean. Not vet, no. 


Mr. Orson. If you are asking me that. 1 will answer it 

Mr. Kean. I will wait until we get to that. 

Mr. Onson. I just want to get the record straight for the news 
papers. When I get the record straight for the newspapers 


Mr. Krogu. Don’t. worry about the newspapers. Get the record 
stl uight for the committee. 

Mr. Ouson. Thank vou. Mr. Congressman 

Mr. Dh sae Mr. Olson, since July 1 of this vear, have vou de 
stroved any perso al books, records, or documents / 

re ()) SON, Well. there might been some destroved, when I was 


n ATU, and my secretary said that “There is no use of having 
those .” : that is personal matters, as far as T know, just cluttering up 
e files, and she m oht have destroved some of those: ves, sil 
‘ie 1); WuINp. Was there anvthing else that iat have been de 
stroved / 


Mr. Orson. Not that T remember. 

Mr. DeWinxp. Now, do IT understand you to say, Mr. Olson, that 
all of the books, papers, records, and other documents refe rred to in 
this subpena that was served upon you, to the extent they exist at 
all, are inthe possession of your accountants ¢ 

Mr. Orson. The most of them: ves, sir. As far as I reeall: yes, sir. 

Mr. DeWinp. Now, when vou say “the most of them,” what are you 
excluding / 

Mr. Orson. IT might exclude some personal papers, which I have not 
looked at, that concern my personal life. 

Mr. DeWinp. Are they things that are included on this subpena # 

Mr. Orso~. That T wouldn't know. 

Mr. DeWinxp. Well, that is what T am asking you about, here 

show Ing document to Mr. Olson |. 

Nir. owe I } ive got a copy here, sir 

Mr. DeWinp. Oh, vou have a copy 4 
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Mr. Orson. Yes, sir. You are talking about No. 4? 

Mr. DeWinp. Well, let us take item 1: 

All bank statements, books of deposits, and canceled checks and check 
etubs 

Mr. Orson. Now, take it easy. Gio ahead. 

Vir. DeWinp (reading): 
with respect to al hank accounts maintained by James B. E 
name or jointly with any other person or by any of I 
from January 1, 1{M5, to d 

Mr. Orson. It would be in the accountants’ office 

Vir. DeWINnpd All of them ¢ 

Mr. OLSON To the best ol ny rec ollection 

Mi DeWiInp You | ive not destroved my hy nk tatements ? 

Vir. Orson. No. sir: tothe best of my recollection ; no, sir 


Mr. DeWIND (reading) 
ot ransfer f property, real, personal or intangible, fr J ry 1 4 
to date. 

Nr Q)LSON Lo the Dest if my re ollect oT 

Mr. DeWinp. That is, they are in the hands of your accountants ¢ 

Mr. Orson. That is right 

Mr. DeWINpb (reading): 

The original or a py of contracts, agreement rrespondenct r a 
other communications, between James B. E. © n at f tl f ! 
American Lithofold Corp r al officer, stockholder 
corporation. 

\I Orson. IT don’t remember any correspondence Whatsoevet 

Ame! i? Lit om 1 Corp., to the br tof \ eo ry. except 

t thes ed to und I put in my bant 

Mii De Winn y i were a vice president. of the ) jinn ? 

Mr. Orson. That very, very doubt tul [ was t that [1 


ora n that I el ! ' } - | t 
n their records that I ever was. 

Mer. DeWiwp. But ve were told vou were ¢ 

Mr. Otson. Yes, r: by R.J slauner, 

Vir. DeEWinp Died y 1d estion that iter | | 
vere told ? 

Mr. Orson. Well, no, I can’t say that I did; no, I don’t remember 
questioning it 


Mr. DeWinp. Now, the same question is asked with respect to 
Canandaigua Wine Co., or any otlicer or stockholder o1 employee of 
ch company. Do you have any such records in your possess ol 
Mr. Otson. None that | remember: and if I have any. I believe, to 
the best of my memory, they are all in the office of Fred Landau & Co. 

Mr. DeWrxp. You turned over all of your correspondence to your 
accountant ¢ . | . 

Mr. Ouson. So f 
exactly what I did. 

Mr. DeWinp. Would that be true also of Wine Industries ¢ 

Mr. Orson. Yes, sir: to the best of my memory 

Mr. DeWinxp. Would that also be true of the Carter We Steve 


doring Co. ¢ 


ir as what vou asked me on that. I believe 
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Mr. Oison. [never recall any correspondence with Carter & Weeks; 


none whatever do | ever remember. 


Mr. DeWrnp (reading): 


! 
l 


t nd files maintained by or for James B. E 


rk Dis- 


{ \ hoot ecords, d nme! ii f a 
Qs iring the period when he was Alcohol Tax Supervisor, New Y¥« 


‘ if the Aleohol Tax Supervisor, New York District, or 
W i ‘ I ‘ St ere, but relater flicial duties as 1 Alcohol 
I Sul which are now in his posse under his tro! 
1) Ve i | ve any } iles l your po =f ) ymnd und rvou mntrol 
Mr. Onson No I Lo the best of my! 1O1 evel L » Tal 
' e ATI rned n the file e present ti! | ie al 


14 Liberty Street, where it is. 

Mr. DeWixp. Didn't you just say that there were certain pers 
rile rin ae ! | ra) } on ' nit. \ | . 
heave l removed to vor 

Mr. Otson. Tha id have nothing to do with the official dut 


Mr. DeWrnp. That is not the questi Phe question said all book 


or i ents. and files ma 1 ned by von or tor \ raduring 


Mr. Orson. Ther mav | me rel ng 
iv be my house 
Mr. DeWInp. I see. 
Now, you have those, and they are covered by this subpena; and will 
you produce tl 
Mr. Orson~. LT would be glad to 
Mr. DeWinp. Have you instructed your accountants to prod e all 


of these othe records referred t th pel 


PT) 


possess on * 


Mr. Otsox. Well, Mr. DeWind, I can’t really answer it that way. 
Mr. DeWIn = ppase ] ASK t } xry bos ‘ ] 
Mr. Ousonx. Yes, - | will be glad to 


If I may. ce on ecestion, don't vou k it v d be easier to 
send amar » there t e them all? , 

Mr. De Wrs Don’t make a suggestior If vou w 
produce the mul int to the subpena , 


Nir () N \ 
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Mr. Ouson. It was to give rulings on income tax matters, and it 
Was to compile t] and make record of them. and send them 
_ . } 


In and forward them in to the Burea l. niter they were properly 


blocked 


j 


My 1) WIND. l a me you had to take some Ste} 
S fs haritv with tha work, in vic w of your past experience ¢ 

Mr. Outson. You a perfectly ri@ht. sir. and I went to school f 
bout 6 weeks at my) expense, that v bv t 1} 
] Rey pay on my part, and 1 ( 
! Mii \ is the n { \ 


\I De Wise \\ r | 
t} 
a x 

Mr. Otson. Tt] lx 1 t tha iS rig 

\I DeWinp. 7] ef tield 
third man in the offi te orre / 

Mr. Onson, Ne \ { isat p. I 


Mr. DeWixp. The collector, and the assistant to j 


\Ir. OLSON ector ter) 
Mr. DeWinp. Hi is the only man abs 
Mir. Orso~. Yi 
Vir. DeWinp. Y econd or third 
Mr. Otson,. | ( - that rioht 

| DeWinp. Whe o ora al 


putvel fter vou tor 
| ) ) iar it my tio} i 
Mr. Orson. Well. I was pretty well ¢ 
dick the l that is ' ou rit But | 
i 
‘ i te 


Mr. DeWren. In I - 
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Mr. DeWrnp. Was it after that? 

Mr. Orson. To the best of my memory, it was subsequent. 

Mr. DeWinp. It was after Mr. Nunan’s? 

Mr. Orson. To the best of my memory, it was subsequent. 

Mr. DeWinp. Long after, or a short time? 

Mr. Orson. The record would show that, sir. It would show his 
appointment and it would show mine. 

Mr. DeWinv. Well, in fact, wasn’t Mr. Nunan appointed collector 
of internal revenue in 1941? 

Mr. Otson. Yes, sir, as far as I remember, he was. 

Mr. DeWinp. So, if your appointment as assistant took place on 
February 1, 1941, it must have been very shortly after that time? 

Mr. Orson. The record would show it. 

Mr. DeWinp. When Mr. Nunan was appointed Commissioner of 
Internal Revenue, in March of 1944, did you become acting collector 
in Brooklyn ? 

Mr. Ouson. Yes, sit 

Mr. DeWinp. How long. about, were vou acting collector 

Mr. Orson. About 214 months; about. 

Mr. DeWinp. Then what position did you assume ? 

Mr. ()ESON. I] Cl whe MN t| e new colle tor came in, Mr. Marcelle, I 
reverted bone k to eivil-service Status, as assistant collector. 

Mr. DeWinxp. How long did you remain in that job? 

Mr. Ouson. I remained there until about, [ think it was, February 
of 14h. to the best of miy recolle: tion. 

Mr. DeWinxv. Upon your resignation in February of 1945, did you 
leave the Government service / 

Mr. Ouson. Yes, sir 

Mr. DeWinp. And what did you do then ‘ 

Mir (ELSON I ther vent Ww th the. L be evel us Dest UV THLeTILOr 5, I 
vent with the Canandaigua Industrie 

Mr. DeWinp. What was the business of the Canandaigua 

Mr. Otson. |] Canandaigua Wine Co. 

Mr. DeWinp. What was the business of the Canadaigua Wine Co.? 

Mr. Otson. Selling wine, and manufacturing and selling wine 

Mr. DeWinp. What position did you receive with that company 

Mr. Orson. T would say it was the position of helping where I could, 
il cd what vo Iwo il | ‘ ill. probably, publ ‘ rel itions 

Mr. DeWinn. What salary rangement did you ive with the 


, 


4 


t 


OPAL pany 

Mr. Onson. I started at $25,000 a vear 

Mr. DeWixp. Do you recall that immediately upon your employ 
ment there, you received a sal ry of S500 a week for it short period ¢ 

Mr. Onson., Yes, s rh | believe. though. to the best of my TneTOry I 
was an employee 

Mr. DeWInp. Now then, you said that you got on a S2OO00-a year 
basis, and when did that happen / 

Mr. (OLSON, | belie ve it Wa rou! dl \\ het | resigned ms assistant col 
lector of internal revenue. Lt was in February, the end of February. 

Mr. DeWinv. | do not want to get confused. For a short period 
after you joined Canandaigua Wine, I believe that you received a 
ulary of S500 a week, is that correct / 

Mr. Orson. That would be about 825.000 a vear 

Mr. Kean. It would be about $24,000 a year. 
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Mr. Orson. It would be $26,000, IT think. 

Mr. DeWinv. Now, at a somewhat later time, did you become a 
partner in the company ¢ 

Mr. Orson. Not in Canandaigua Wine Co.; no, sir. 

Mr. DeWInp. In what company did you become a partner / 

Mr. Otson. In the Wine Industries. 

Mr. DeWinp. When did that occur ? 

Mr. Orson. I think that oe¢urred in April. 

Mr. DeWinp. That is April of 1945 ¢ 

Mr. Orson. Yes, 1 think, to the best of my memory. 

Mr. DeWinp. Or approximately 2 months after you had joined 
Wine Industries ¢ 
Mr. Ouson. Yes, sir. I believe, the best of my memory, that is corre: 
\Ir. 1) \\ IND. Ha i Wine ly dustries been reorganized, or 1} itl er, had 

andaigua Wine been reorganized into Wine Industries ? 


Car 

Mr. Onson. That hat I think happened. I was an en plovee, as 
I stated, to the best of miv memory, i Caunnandargua W ne, but I be’ 
came a partner, a minority partner, in Wine Industrie 

Mr. DeWixp. Were the same people in Wine Industries that wer 
in Canandaigua Wine / 

Mr. (OLSON, To the best of Try knowleda > Ves, sir. 

Mr. DeWinp. What was vour interest in the partnership ? 

Mr. Orson. I believe the record—to the best of my memory, I don’t 
recall that, but that 1s up on record, in Mr. Landau’s office. 

Mr. DeWinp. Would it have been a 15-percent interest / 

Mr. Ouson. I believe it was that, to the best of my memory. 

Mr. DeWinp. Did you make any contribution to the capital of that 
partnership / 

Mr. Orson. No. sir: I don’t reeall it 

Mr. DeWinp. How long did you remain a partner of Wine Indus 
tries / 
Mr. Orson. T don’t remember exactly, but IT would say up to the 
niddle of 1946, and then it was reorganized 

Mr. DeWinnp. At the time of the reorganization. did vou st p out 
entirely ? 4 

Mr. Onsonx. No, sit 

Mr. DeWinp. What happened the 

Mr. Orson. I staved i 

Mr. DeWinp After the reorganization 

Mr. Onson. Yes, sir. One of the partners, as I reeall t, to the best 
of my memory, sold out 

Mr. DeWinxp. Which partner was that? 

Mr. Orson. Mr. Applebaum 

Mr. DeWinp. Mr. Joseph Applebaur 

Mr. Orson. Yes. sir: and I believe - 
Mr 1); WiInp How lor ev after hesold « if did vo 1remain in the com 


inv ? 
Mr. Ouson. I think that I remained in there until—TI don’t kn ow, | 
wouldn't remember that The record would show it. at Mr. Landaw’ 
office. 

Mr. DeWinp. Which record ? 

Mr. Orson. Mr. Landau’s office. 

Mh Dy WIND But you remained asa partner for s time? 

Mr. Otson. That right. to the best of mv memory 
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Mr. DeWinp. When was the J. B. E. Olson Corp. organized ¢ 
Would it be about April 1946? 

Mr. Orson. I think that it would be right, that is the best of my 
memory. 

Mr. DeWinp. Now, the business of the J. B. E. Olson Corp. was to 
manufacture and sell truck bodies? 

Mr. OLSON. No, sir: we were to sel] truck bodies, ana we did not 
manufacture them, and we were sales agent and we sold them through 
authorized automobile dealers, 

Mr. DeWinv. You were simply a sales agent? 

Mr. Otson. Yes, sir. 

Mr. DeWtnp. Did not the J. B. E. Olson Corp. contract with a 
manufacturer to produce the truck bodies for J. B. E. Olson Corp. ¢ 

Mr. Q)LSON. Yes, Sir. 

Mr. DeWINpb. So that the trucks were manufactured for the account 
of J. B. E. Olson Corp. ¢ 

Mr. Ouson. Yes, ry pros led we could take then ll, and that if 
yecol I . t\ ould eli them thro Colile Het \ int 

Mr. DeWinp. What Was your interest 1 the J. B. E.O Corp. ? 

Mr. Ouson. ‘Twenty-nine percent of the stock. 

Mr. DeWinp. What was your position with them ¢ 

Mr. Ousox. I was originally president of the J. B. E. Olson Corp. 


Mr. DeWinp. What is your position now ¢ 

\I Ouson. Chairman of the board, nd I ( me chairman of the 
b ‘ | believe it 1 Octol 1O4 nel the tive manag 
ni Oo} poral \ | ae \ i ) \] tt raonh, 

Mr. Sp LI vf y 

\ DeW Wha ‘ ving 
rore ‘ if e by 

Mir. Ouson. Beea la ited gv iy dis- 

\ | Tax Unit I t 
; QO Cor] | 1 becar oard 
I mine 

Mr. DeW } rexpect ! Octo 
yf ( 

\I (}) } ‘ Vv 


O ( 
Mr. DeWtnp. I 1 k that tha ! Ho ong 
did vou re) district Aleohol Tax Unit supervisor 4 
Mr. Ouson. I remained until August, when I submitted my resig 
nation to the Commissioner, and it was approved by him on August 


9. to take efl ton August 24. due to the fact of devoting mv entire 


time to mv outs de interests, 


( 


ul you 


hy 
it. 


Mr. DeWtnp. All right, now, prior to August 8. lol, d 
receive a call from the special agent in charge of the Intelligence 
Unit Ol the Burea a Mr. Baradel ? 

Mir. Orson. Yes, sir. 

Mr. DeWinp. What did Mr. Baradel say to you when he made that 


/ 


“ail 
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Mr. Orson. Mr. Baradel said he wanted to speak to me in regard 
to a matter, and when would I be available. And it was on the morn- 
ing, I think—— 

Mr. DeWinp. You made an appointment to see him? 

Mr. Orson. I said I would see him any time he wanted, right LWALY ; 
and he said, “Fine”; and I went up right away. 

Mr. DeWrnpv. You saw him the same day / 

Mr. Ouson. Yes, sir: within a half an hour. I didn’t know what 
he wanted to speak to me about until | got up there. 

Mr. DeWrxv. Did Mr. Baradel, when you came to his office, inquire 
as to your connection with the American Lithofold Corp. / 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. Did he tell you what the source of his inquiries was? 
Mir. Orsan. T don't remember that He want to know what ' 
} 


Ce tions with it was, if any. and I don’t believe he told me t 
thie ree Wa ind I imed it W t! 3 Lu i | 

! & that. 

Mr. DeWinp. No that meeting, licl M 3 \ 
i statement with a stenographer present / 

Mr. Otson. Yes, si 

Mr. DeWinp. That occurred at that first meeting ? 

Mr. Otson. Yes, sir. 

Mr. DeWinp. Did vou discuss with hi: 
stateme t, wl if “ gy tO go into if 

Mr. Otson. Not that IT remember. 

Vir. DeWrn! I . thes { 
\\ i stenographer | t who took dov 

Mr. Otson. We ] e sociable words. far I 

i] v1 \ ! Ni Barad PO! i 

Mr. DeWixp. A : Wo 
thi ’ 

Vie. © | i w 

I t \ 

\Ir. ln | \ el 

\ | \\ 1) t ‘ ; 

\ i st {) | 7 
' ( ( QO hy 
August 3 on} e 

Mer. DeWr \\ ‘tit August 6 

Mr. Orson. It August 3 on mine. 

Mr. DeWinp. I see. That is, the date of the meeting was Aucust 
191. cl the date that you jerne | the statement w t August 6, 1951. 

Mi Orson. That could be o. Id {1 t Ye It] Ik t 
that is right, from here, because I think I swo1 »it on the 6 ind 
they had tO prepare th thing. 

Mr. DeWrnp. Now, at that meeting, do vou recall Mr. Baradel 
asking vou, “Are you now or were you ever an ollicer of t] (merican 


Lithofold Corp. ?” \! t yo rreply to that was, “I be eve | Si \ e 
pres dent.” 
Mr. Orson. I think that that is correct. I think there are some 


further statements with regard to that. 
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Mr. DeWinp. “So that you were a vice president, and how did you 
learn that?” And did you answer: “Mr. Blauner sent me some cards, 
and it had vice president on it, and so I was a vice president, 1 guess” ¢ 

Mr. Orson. That is right. 

Mr. Kean. What do you mean by that? Signature cards; is that 
what you mean / 

Mr. Ouson. It wasa business ecard, and anybody had a business ¢ ard, 
and they printed “vice president” on it, and it was a card “American 
Lithofold Corp.,” and it was handed out to somebody. That is the 
thing. 

Mr. Krocn \ ou keep notes on the back of it 4 

Mr. OLSON. Yes. 

Mr. DeWinp. Do you recall Mr. Baradel asking what you did fo 
the American Lithofold Corp. at that meeting ¢ 

Mr. Otson. What was my answer 

Mr. DeWinxp. Do you recall that he asked you ¢ 

Mr. Ouson. I don’t remember it. 

Mr. DeWinp. You do not remember that he asked you ¢ 

Mr. Orson. I don't recall at the moment, but if you read my answer 
it will refresh my memory. 

Mr. DeWinxp. Do you recall telling Mr. Baradel that you had made 
two telephone calls in connection with seeking business for the Amer 
ican Lithofold Corp. ! 

Mr. Onuson. Yes, sir. 

Mr. DeWinp. To whom were those telephone calls made ¢ 

Mr. Otson. One of them to Ruppert and one of them to Austin 
Nichols; and Ruppert’s it was with Mr. Linda; and in Austin Nichols 
it was either Tom McCarthy, and there is some doubt about that, 
Mr. McCarthy or Mr. Cain, but there is no doubt about Mr. Cain. 

Mr. DeWinp. Now, did you tell Mr. Baradel that day about any 
oth r activitie that you undertook on behalf of American Litho 
fold ? 

Mr. Outson. I don’t recall any. 

Mr. DeWinp. You do not recall any $ 

Mr. Orson. Not at this moment; I don’t remember any. 

Mr. DeWinp. Is it your present recollection that you told him 
abo t no other activities / 

Mr. Otson. I don't know. Tf you will read it to me or let me 
know where it is, I will answer it for you. 

Mr. DeWinp. I sugeest that there were no other activities that 
vou discussed 

Mr. Orson. I don't know. If you are reading from this-—— 

Mr. DeWinp. I am not trying to eateh you. I think that there 
were no other discussions. , 

Mr. Ouson. What does it say here? This ts my oath. 

Mr. DeWinv. Well, Mr. Olson, would you look at the copy of the 
statement that you have there and see 1f you can point out any 
pl 
behalf of the Amer 

Mr. Orson. Could you 

Mr. DeWinv. I do not know of any place you did, Mr. Olson 

Mr. Ouson. You are talking now about the American Lithofold 
Corp lo the best of my recollection, I do not remember talking to 


we mn thie tatement where you mentioned any other activity on 
ean Lithofold ¢ 
: ; 


rive me the page or <omethin at 


‘ 











~ 
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anybody else at any time except the two names that were mentioned, 
Ruppert and Austin Nichols, and their associates, with those two 
concerns in reference to the American Lithofold Corp. That is to 
the best of my knowledge. 

Mr. DeWtunp. Mr. Chairman, it is now almost 4, and we have 
been going for an hour and a half. Would you think it well to take 
u recess while Mr. Olson has a chance to look at this statement. 

Mr. KING. If there is no objection, it is so ordered. 

(Short recess. ) 

Mr. KING. The recess Is Tow concluded. The committee W ill come 
Lo order. 

Mr. DeWinp. Now, Mr. Olson, just before the recess, | was asking 
whether, in your talk with Mr. Baradel, you mentioned having con 
tacted on behalf of the American Lithofold any other companies 
except Austin Nichols and Ruppert Brewery. 

Mir. OLson. Not to the best of my memory. 

Mr. DeWinv. From an inspection of the transcript of that meet- 
ing, did you find any reference in that transcript to any other com 
panies except Austin Nichols and Ruppert Brewery ‘ 

Mr. Ouson. No, sir; not that I recall. 

Mr. DeWINp. Mr. Olson, in a statement you made before this com- 
mittee on August 23, 1951, do you reme mber you discussed the Rup- 
pert Brewery and peers Nichols contacts that you established, tele 
phone calls that you made on behalf of American Lithofold? 

Mr. Orson. I believe I did. 

Mr. DeWinp. And then this question occurred : 

Mr. ScuacuNner. You never got them any other business? 

Mr. Ouson. No, sir 

Is that a correct answer ? 

Mr. Onson. ) es, sir: tothe best of my recollection. 

Mr. DeWinp. And further on the question was asked: 

lL believe you have stated, sir, that the only two customers you knew you 
brought in were the Ruppert Brewery and 

Mr. Orson. And Austin Nichols 

Question. Sometime after June 21, you learned that you received $1,000 m 
than Mr. Nunan: is that eorrect? 

Mr. Onson. That is correct 

Mr. Orson. You have got two questions. 

Mr. DeWINpD (reading): 

[ believe you stated that the only two customers which you knew you brought 

were the Ruppert Brewery and 

Mr. Orson. And Austin Nichols 

Mr. Orson. I think that that is wrong, because I wouldn't say that 
| brought in the customers, Counselor. I made the two phone ealls, 
though. 

Mr. DeW inp. But this was the answer you made at that time, and 
it is Wrong to the extent you are not sure you brought them in; is that 
right ? 

Mr. Ouson. That I called them up, and IT assumed they came in. 

Mr. DeWinp. In fact. were those the only two customers that you 
~ohicited for American Lithofold ? 

Mr. On son. To the best of my me mory. 

Mr. DeWinp. You heard Mr. Circele’s testimony here earlier today 
about a list of names that Mr. Blauner had given him which Mr. 
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Blauner told him had been submitted by you? Did you hear that 


testimony ¢ 

Mr. Onuson. I heard it. 

Mr. DeWinv. Do you remember giving those names to Mr. Blauner ? 

Mr. Oxson. ‘To the best of my recollection, I never gave a list of 
names to Mr. R. A. Blauner or J. A. Blauner, or to Mr. Circele. 

Mr. DeWinv. Well, do you remember giving a list of names to any- 
body connected with American Lithofold ¢ 

Mr. Orson. I don’t recall giving a list of names to anybody in 
reference to the American Lithofold. 

Mr. DeWrnp. Are you sure you did not ¢ 

Mr. Oxson. I don’t remember. 

Mr. DeEWixpb. You have no recollection ¢ 

Mr. Orson. No recollection. 

Mr. DeWrnp. Did you ever discuss with any representative of 
American Lithofold in any way other companies ¢ 

Mr. Ouson. | never discussed, to the best of my recollection. with 
the American Lithofold Co. or their representatives any customers 
or any client except the Ruppert and American Lithofold—the Austin 
Nichols 

Mr. DeWtinp. Do you recall any telephone conversations with Mr. 
Circele in which you inquired about the progress he was making with 
other accounts on which he had used your name other than Ruppert 
Brewery and Austin Nichols? 

Mr. Ouson. I don't recall any such conversation 

Mr. DeWinp. Do you recall any conversations with Mr. Olson in 
to you about accounts for other companies on which 


which he spoke 
and asked for your help in vetting the 


you had riven VO i batine, 
business ¢ 

Mr. Otson. T assume you mean Mr. Circele. 

Mr. DeWinp. With Mr. Circele: yes, sir. 

Mr. Otson. [ don’t remember any such conversations. * 

Mr. DeWinp. Are your prepared to deny that such conversations 
took place ¢ 

Mr. Orson. I don’t remember any such conversations. 

Mr. Dy WIND. Are you prepared to deny they took place ? 

Mr. Otson. I don’t remember any such conversations. 

Mr. DeWinp. Well, simply let me ask you a question: Are you pre- 
pared, under oath here, to de ny that the \ <= pl: we? And now do 
not say, “T do not reeall.” Jus t “Yes” or “No”: are you prepared 
to deny ¢ 

Mr. Orson. Why can’t I say I don’t remember? You can’t tell me 
to say “Vos” or “No. sd 

Mr. DeWinp. Are you prepared to deny ¢ 

Mr. Oxson. I don’t remember any suc h conversations exce pt ex: ictly 
what I told you prior to the questions that you asked me. 

Mr. DeWinp. Well, you may state a lack of recollection, and it 
may be you are unwilling to deny it. 

Mr. Otson. I do not remember any suc h conversations along the 
lines that you are questioning me. 

Mr. DeWinp. But you are not prepared to deny it 

Mr. Otson. I don’t remember any such conversations. 

Mr. DeWinxp. Mr. Chairman, perhaps you would ask the witness 
the same question. 
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Mr. Kine. It would seem to me, Mr. Olson, that you could state 
your willingness to deny a matter of that sort, whether you recollect 
or not. 

Mr. Oxuson. Mr. Chairman, I don’t recollect it. and I don’t know 
what he wanted. He called me several times, and that is admitted by 
me, but I don’t remember un specific thing that he asked me except 
in general. 

Mr. Kine. Then you are hot certain whether or not—— 

Mr. Ouson. I don’t remember. 

Mr. KING. Whether or not you did ? 

Mr. OLSON. | don't remember. 

Mr. KING. I do hot know, Mr. Counsel, if the withess 1s unable to 
remember an incident 

Mr. DeWinp. Let us put it this way: Mr. Olson, you say you re 
member having several conversations with Mr. Circele / 

Mr. Otson. That is right. 

Mr. DeWIunp. What were those conversations about ? 

Mir. OLSON. I believe it was about the 52 B. 

Mr. DeWinp. Did you speak with Mr. Circele about anything els« 

Mr. Ouson. Just in weneral. 

Mr. DeWinpb. In general, what / 

Mr. Orson. Just a conversation about business, or how were they 
doing in reference to any other leads he rot from any othe source, 
and | wouldn’t remember any spe ific names. 

Mr. Ly Winp. You were interested in the other business of Americar 
Lithofold, other t in the business you brought in‘ 

Mr. Ousonx. Yes, sit > 

Mr. Dewinp. Now, when you received commissions from American 
Lithofold, do you remember being paid for any other accounts that 
Austin Nichols and Ruppert Brewery / 

Mr. On SON, Not il the time. 

Mr. DeWinp. Not at the time: not at what time / 

Mr. Otson. Because, you must remember, I received money back 
in 1949 from American Lithofold. 

Mr. DeWtnv. All right: from what accounts? 

Mr. Otson. It wasn't from any accounts. We didn’t have any. 

Mr. DeWinp. You mean your sal ry ¢ 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. What was that salary ? 

Mr. OLSON. Seve hun«dred and fifty dollars i iol th. 

Mr. DeWinp. Now originally was there a discussion of $1,500 a 
month. 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. Why was it changed to 8750 a month? 

Mr. Otson. Because my share was 8750. 

Mr. DeWinp. Your share of what 7 

Mr. Orson. Of the 81.500. 

Mr. DeWinp. Who had another share ? 

Mr. Otsox. Mr. Nunan. 

Mr. DeWinp. That is, you divided it equally ¢ 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. That is, they were prepared to pay you $1,500 a month 
as vice president, but they would only pay you and Mr. Nunan com 
bined the same salary; is that right / 
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Mr. Ouson. Well, I don’t know how you are putting it, but I 
received $750 a month. 

Mr. DeWixv. How would you put it? 

Mr. Ouson. I received $750 a month. 

Mr. DeW inv. How would you put the transition from $1,500 to 
$750? 

Mr. Otson. They were never prepared to pay me $1,500 at any 
time, a month. ; was getting half of $1,500 a month. 

Mr. DeWtnp. I asked you, Was there an earlier discussion of $1,500, 
and you said “Yes and then I asked you-— 

Mr. Orson. You mean for two? 

Mr. DeWinp. Did they ever discuss paying you $1,500 a month? 

Mr. Otson. Not that I remember; no, sir. 

Mr. DeWinpv. Are you prepared to deny that? 

Mr. Oxtson. I don’t remember that. 

Mr. DeWinp. Do you remember that they offered to pay you $1,500 
a month, and then you said, “I would like Mr. Nunan to come in on 
this transaction with me”? 

Mr. Otson. | don’t remember that, sir. 

Mr. DeWinv. You do not remember that? 

Mr. Otson. No, sir. 

Mr. DeWinv. On August 23, Mr. Olson, do you remember saying 
this: 

It came about the end of January, and Mr. Blauner called me up at home one 
night and said, “How are you getting along?” “Weill,” I said, “it is too early 
to find out.” And I said I didn’t know yet, but I knew that Mr. Circele had seen 
Mr. Nunan and Mr. Circele was working on several of them, but I said, “This 
thing will probably take 6 or 7 months, in my opinion, and it may take longer, 
before you even start to do any business, and if that means anything, and cer- 
tainly I can't do any of this business, | can’t do any running around and getting 
this kind of business, In my opinion, Mr. Nunan is not going to,” and I said, 
“In the meantime, there is no remuneration.” And “Well,” he said, “that is 
all right. We can take care of that. What do you think you should get?” And, 


well, I said, “Whate ver you think; I will listen to you.” And he said, “How 
about $1,500 a month? And I said, “That seems all right, $750 for Mr. ‘Nunan 
and $750 for me.” And he said, “That is all right with me.” I said, “All right; 
you can send a check starting in February.” So he started in February making 


the payments, $750 to Mr. Nunan and $750 to me.” 
Mr. Orson. Yes, sir; I remember that. I remember that con- 


versation. 

Mr. Keogu. I wonder if you would have the record note when those 
payments started, in 1949, and when they terminated, if they did 
terminate. 

Mr. DeWinv. The answer Mr. Olson gave was that they started in 
February of 1949, 

Mr. Orson. And they terminated— 

Mr. DeWinpv. When did they terminate? 

Mr. Orson. They terminated in April, because he called me up—— 

Mr. Krocu. In April of 1949? 

Mr. Oxtson. Yes, sir, Mr. Congressman, 3 months. 

Mr. DeWrnp. Mr. Chairman, I think at this point the record should 
show that in February of 1949 Mr. Joseph D. Nunan was no longer 
employed by the United States Government. 

Mr. King. There is no objection; the record will so indicate. 

Perhaps it would be well to have the record show the date on which 
Mr. Nunan left the employ of the United States Government. 








Nir. Olson lo Vv of ) 0) this 
\ t Nichol il ih } t B \i i \ i I ‘) mea 


\I COLSON | . t rit j ( } 
Ver. DeWinp. | aful } 
i Miami T ueb tovine to de est. Mr. DeW 
\I) De W 1) 1) ( ys if 4) renee ‘ 


Vir. Orson. | t to the hest 

Vie. DeWixn. But v know it? 

\l Orson. | heat { en | was ttinge o1 

Mr. DeWinp. Do think now that vou did ¢ 

Mir. Orson. Now | ww it. when I heard Mr. Circele, d J 

ow t] if. 

Mr. DeWtnp. Now, vou had an arrangement for a salary \ 
American Lithofold Corp., of S750 a month, for February, March, i 
(pi Lot 1949 / 

Mr. Otson. Yes, sir. 

Mr. DeWIUINp. Phereafter, vo ! rrangement wa meved;: 
ght? 

Mr. Onson. Yes.su 

Mr. DeWinp. And vou went ona commission | 

Mr. Otson. Yes.su 

Mr. Dh Winp. What Was VOUr COMMISSION basis ? 

Vir. Ouson, That would be equal to about 10) percent of the bus hess, 
combined business from Mr. Nunan and myself, approximately. 

Mr. DeWinp. Did you ever ask American Lithofold for a statement 
of the business that had been obtained through the use of your namie 4 

Mr. Otson. Lasked several times. 

Mr. DeWinp. Did you get sucha statement ? 

Mr. Orson. Not to the best of my memory, Il never received one 

Mr. DeWInp. Well, in the first part of or sometime dur ne Too did 
vou find out which were the various accounts that had been obtained 


by the use of your name ¢ 

Mr. Ouson. No, sir; | don't remember that. By the use of my name, 
you are saying. No, sir, I don’t remember that, not with my au 
thorization. 
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Mr. DeWunxp. Did you ever discuss with Mr. Blauner the names of 
any concerns that you thought you might be able to obtain as cus- 
tomers ¢ 

Mr. Orson. I don’t recall discussing with Mr. Blauner at any time, 
of what names that I might reeall, or I might secure as customers. 

Mr. DeWinp. Are you prepared to deny that you ever did? 

Mr. Orson. IT don’t recall any specific names, and I don’t remember. 

Mr. DeWinp. But you think that you had such discussions / 

Mr. Orson. I don't think that we had any discussion about any 
particular name, and he knew that I was born here. and I knew a lor 
of people e ana he fivured that maybe we could cet business, mi self aul d 
Mr. Nunan, but I don’t recall any specific names. 

Mr. DeWinp. Did you ever get— 

Mr. Otson. And at no time, as I recall, did he ever mention anything 
about liquor or breweries or connections with the Alcohol Tax Unit. 

Mr. DeWinp. Now, did you ever obtain any business for American 
Lithofold from any other companies, other than Austin Nichols and 
the Ruppert Brewery ¢ 

Mr. OLSON. | hever made any phone call to the col porations, to the 
best of miv knowledge, toany other corporat rons. 

Mr. DeWino. What you are saving is that vou were hired as a 
vice president of this company in order to obtain business from two 
customers: Is that right ¢ 

Mr. OnLson. No: I didn’t Sav that. 

Mr. De WINp. Did you evel ceoltact al \ other customers / 

Mr. Otson. Not that I reeall. 

Mr. Di WIND. So, in fact. you rot business from two eustomers, 
for them: is that right ¢ 

Mr. Outson. I made two phone calls. 

Mr. DeWinp. Did you ever do anything else / 

Mr. Orson. Not that I recall or remember. 

Mr. DeWixp. How much were you compensated for those two 
| hone calls ? 

Mr. Or: SON, You are talking about how much American Lithofold 
Corp. paid me in checks / 

Mr. DeWinp. How much? 

Mr. Orson. Now, I can answer that, sir. 

Mr. DeWinp. All right. 

Mr. Ouson. I received and the record will show, my income tax will 
show it. and I deposited the checks in the Great Neck Trust Co., re- 
ported it 2 years ago, and I think the sum total, you have the figure, 
was, in 1949, I believe the best of my memory was around 35,200, 
and in 1950 [ deposited in my personal bank account, and reported 
on my income-tax return, paid tax on it, it was around $2,400, 

Mr. DeWinp. That is about $6,000? 

Mr. Ouson. No: I would say about $5,500, [ think. Or maybe 
&5.600. ’ ; 

Mr. DeWinp. I would say the figures you gave would be about 
$5,909.81 on your statement. 

Mr. Otsonx. On what I just said ? 

Mr. DeWinp. Yes. 

Mr. Ouson. Let us go to the record. The income-tax return will 
~how it. Tam only guessing, the best of my memory. 
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Mr. DeWinv. You got approximately $5,000 a phone call for two 
phone calls ¢ 

Mr. Otson. I don’t recall that. 

Mr. DeEWinpv. Do you remember when Mr. Circele first came to you 
and talked with vou about Form 52-B / 

Mr. OLSON. | should Say the best of Hiv mie! ory, | magine it was 
about 1949, the first half of 1949, the vear LOAD, 

Mr. DeWInNp. Where did that conversation take pla ‘ 

Mr. OLson. Il think on the phone, first, I think he discussed 


| | le ney 
il nit 


/ 


with me on the phone, and told me about this form whi 


about, and then he made ippomtment and he asked to make a 
appointinent, and fi ili itler about a Week, | Wis Tree. oo Ol t day 
there. and l made a paomitmentl Wil til { ‘ wiie up , 
Broadway. 
Mir. Di Winp Anes ocelrrecdi at that meet ral 253 Broadway ¢ 
Mr. Orson. He told me abe the enlarged form, and he furthe 
spoke to me that it could be cut down and that it would be cheaper [i 
the tuxpaver and culting 1 down wouldnt leave hv \ tal st 
out that were ied t ! Buren . a it outa ea great h ! 


, 
the Bureau. 


Mr. DeWinp. Did he explain to vou that American Lithofold Corp 
couldn't print the old forna / 
Mr. Ouson. As faras I know, 1 dont re ! saving tha - Lalo 
rerremiby} that conversati . al I | mtu Lhnougit it Was a Good 1 uw 

for the taxpayer 

Mir. DeWinp. Had he ever discussed the for whore 

Mr. Otsox. Not to miy memory, or my recollectio 

Mr. DeWinpo. Had you ever raised any questir 
before with anvone / 

Mr. Orson, No, sir. 

Mr. DeWinp. So that the change in the fom 
was solely the result of Nir. Circele com ne to vol about it 4 

Mr. Ouson. Yes, sir: to the best of my knowledge 

Mr. DeWinp. Now, did you authorize Mr. Circele to indicate ay 
proval of the proposed change i Washington / 

Mir. Otson. LT discussed it with my office, and they thought it wa 
a very good thing, and this took, 1 magine—— 

Mr. DeWinp. Did vo thorize Mr. Circele to vou approved 
in Washington / 


Mr. Otson. After I discussed it with my office and thev thought it 
Was a Very good thing and thel I thous ht that [T wouldn't have any 


official standing in this thing, and that I couldn't do anything about 
it, and it was up to the Bureau. , 

Mr. DeWinp. Now, when Mr. Baradel spoke to vou about vour 
activities on behalf of American Lithofold. did vou mention Form 
hv—-B? 

Mr. Ouson. [ didn't recall it. and in fact [ didn’t until T just heard 
Mr. Circele Say so ol the stand, and then I remembered it. 

Mr. DeWHUNp. But Mir. ¢ reele did not br ne back to vou miehwory 
any liquor COMpan le other than Ruppert Brewe ry a | Aust 
Nichols 4 

Mr. Orson. Not that I remember: no, sir. 

Mr. DeWunp. Whe vou talked w th Mir. Baradel. did you a lose 
to him that through your joint arrangement with Mr. N han vou had 


participated in comm ~[OrS from liquor Conipabhies 


/ 
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Mr. Onson. I t recall that 

Mr. DeWixp. Did Lueust , 

~ L the it te | 

Nir COLSON Wel] | l ti | i | ( thei’ remember 

i ft if 
Mr. DeWinpn. Yo ve no recollect ie this Ou CIscusses i 
‘ ! for isin ¢ from othe l 

i thas Lu \ nd R } t 

Vir. Ous w. £1 uy have but I do hore " 

Mr. DeWinxp You don’t re ill / 

Mir. Ons I t have 

Mr. DeEWitnxn. Did vou mention that 

Thip det ‘ CACC] \ Ni ‘) i! ih 

Mr. Onson. Ldon't : I} them. 

Mr. DeWrxp. You don’t recall that 

Vir. O \ l don’t reeall them. 

Mr. DeWinp. Did vou ever seek ps ST fror vo , 

= &: rm of | Tt i| R ey ( > porert ! ‘ \ e} " Lit 
fold’ business 

Mir. Onson I « ! tll T ever did 

Mr. DeWixp. Are vo prepared to sa { 

Mr. Otson. TL don’t remember that [ ever did. 

Mr. DeWinp. Did vou obtain s pDerMmissio ( ( 
vour truck-body sales business ? 

Mr. Orson. Yes, sir. 

Mir. DeWinn. So at that time vo <7 mind vetting ' 

ce to envagve nm out ff DUSINeSS / 

Mr. Ons N I} if wis » Vears prior, a i? \ 4 

Mir. DeWtnp. A Loin that Ver ber ‘ ! t o 
ipproval dim . hn vour mind / 

Mr. Orson. TL thonght it would be all 1 eht, providing I indled 
my governmental business properly and didn’t interfere with thet 


Mr. ay \\ IND \\ hel Vou found Vorl We ‘ pear ( poral vu 


ons from the b ness of liquor compar es unde } 
(idk vou then seek ipproval of that partic pation ¢ 

Mr. Orson. I don’t recall that I did. 

Mr. DeWinp. Did it seem to vou at the time that it wo do be 
irable 7 : 

Mr. Ouson Ni ; I didn't do anything yrong, ana I didn’t t nk if 
Ww necessary, 


it> ] 
Mr. DeWinp. T didn’t ask that. Mr. Olson: 1 simply asked 
| vou should get approval, 


whether vou though 
that I d door I clidh 7. but | don't re 


Mr. Ouson. I don't recall 
member. 

Mr. DeWinp. It did not raise any question 
now recall] ? 

Mr. OLSON. No. srt I don’t remember. 

Mr. DeWinp. Are you familiar with the Austin Nichols Co, ? 

Mr. Orson. No, sir. 


Mr. DeWinp. You know nothing about the company ¢ 


know what their business is? 


Mr. Orson. They are in Brooklyn, and T think they are on Kent 


Avenue, and I am not sure, 


In vour m na that you 


Do you 
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Mr. DeWinp. Well, now, was he connected with the Bluecrest Wine 
& Liquor Corp. ? 

Mr. OLSON. ‘| rat | wouldn’t know, sir. 

Mr. DeWinp. And in what connection did you know him? 

Mr. Orson. He was assistant United States attorney under Mr. 
H, Key back in 1954 or 1935. 

Mr. DeWrnxv. That was in Brooklyn? 

Mr. Orson. In Brooklyn; yes, sir; when I was chief field deputy, 
eastern district: and he tried a lot of cases for the collector’s office. 

Mr. Keogu. And he tried them well, didn’t he? 

Mr. Orson. Very well. 

Mr. DeWinxp. But you don’t know if Mr. Scilleppe ever had any asso- 

ition W th the Blue rest Wine & Liquo Corp. ? 

Mr. Orson. No, sir. 

Mr. 1); WIND. Do Vou know, did he evel have any bu ness asso L- 
tion with Mr. Charles Merenoif / 

Mr. Ouson. That I wouldn’t know, sir. 

Mr. DeWinp. Was Mr. Merenoff formerly a bootlegger ? 

Vir. Ouson. T wouldn't know that, sir. 

Mr. DeWinp. You don’t know one way or the other on that? 

Mr. Onson | wouldn’t KNOW that. to the best of m\ recollection. 

Mr. DeWinxp. Do you know whether the files of the Aleohol Tax 
| t would disclose information in that respect / 
Vir. Onson. | never looked for it. 
Mr. DeWinp. The answer is. vou don’t know ? 
Vir. Onson. I don't know 
Mr. DeWinp. N . despite vour 15 vears’ friendship with Mr. 


\" 7 


vE Tie 
Lr in Lithofold / 
Vir. Onson | o not recall ever en ne to Mir Merenoff. 
1) (d svou eve} ruth orize anvone on vour behalf to 


rname with Mr. Merenoff ? 


me poke to him about getting printing business 


Mr. Orson. Never. and T don’t reeall ever doing that. 

Mr. DeWinp. As a iiter of fact, do vou know whether or not 
Ladi rest VW . Spil iM or} yt printing from Ay ierican Litho 

Vir ( | ’ Oo ifterwa t t they did 

\] Dre \Woun ) Ov ) " ec y Ol ron 

Mr. Otson. Through Mr. Nunan’s efforts: ves, sir. 

Mr. DeWixpo. Did you ever know that Mr. Nunan had ever made 


1 efforts I that recarad 


Mir. Otson. No, sir. 

Vr. DeWinp. Mr. Nunan never mentioned that to you? 

Vir. OLSON. Not that I reeall. , 

Mr. DeWinp. Did vou ever discuss with Mr. Nunan the fact that 
qo! Draper ( ‘re voemMe solicited either DV think or by vou! 
Mr. Otson. Not that I remember. . 

Mr. DeWinp. Are vou prepared to deny that? 

Mir. Ouson. I don’t reeall it. 

Mr. DeWinp. But you are not prepared to deny it? 

Mr. Orson. I don’t recall it. 

Mr. DeWinp. I realize that, but vou are not prepared to say flatly 
it never happened. 


ly 


co) 








Mr. Orson. L wouldn't say that it never 

Mr. DeWinpb. That is all. 

Mr. Ouson. It might happen in lag lary, because we have never 
received any money, and I never received a dime from Americar 
Lithofold Co. nm 1951 on account of that. 

Mr. DeWinv. All right: now, do you know nv of the oflieial 

«kholders of the Alpine Wine & Liquor ¢ ot , 

Mr. Otson. If vou tell me the names, I probably would. 

Viv. De WIUNb. Are vou familiar W th any of the ntormario}r t 

sof the Aleohol Tax Unit regarding that company 

Mr. Otson. No, sir: not that I reeall. 

Mr. DeWinp. Do you know Mr. Scheinink / 

Mr. Orson. Yes, 

Mr. DeWinp. Is Mr. Scheinink connected with that ompal 

Mr. Ouson. I think he 

Mr. DeWinpn. Have vou known Mr. Selx nk for a lone ti 

Mr. Otson. I id sav for about 15 vears: he w issistant « 


attorney in Brooklyn. in the district attornev’s office | 


several function 
Mr. DeWinp. Do \ know anybody else conne Ly the Aly 
Wine & Liquor ( 
Mr. Ouson. Not that I know of. that I can remember. 
Mr. DeWinp. Do you know of any of the mate) 
the Alcohol Tax | t under a file named “Pre (| * for 
pany! 
Mr. Orson. No. ot to my ree ect Le \\ | 
all had permit 


Me DeWixo. D poe ee 


re : , 
\[r. (i | » NM » | 
people at any tin 
Mr. De Wino. Did v ) Mr ¢ 3 
to speak totl ¢ 
Mr. Orson. J ed my 
! ‘ if »> time | , 
t t choy \ ti es t ‘ 


Mr. DeWinp. Are vou prepared 
them / 

Mr. Orson. | er spoke to them. to the best of mv 

Mr. DeWixp. Were vou aware in 1947 or at a ‘ed 


‘ inv information the files of the Aleohol Tax I t relating 
isserte | i! ‘ \ pine Wine &d Lid or w t] ra 


Mr. Orson. I don't 1 ill it 

Mr. DeWinp. Now, do you know a of t ticials of the Re 
Importers Co, 

Mr. Otsox. If you name thet 

Mr. DeWinp. Well. do vou know Mr. Rentield 7 

Mr. (OLSON, | Het m once about miontl iv 
What is his first name? 

Mr. DeWinp. Do ve chow | first name 

Mr. Ouson. No: what is his first name 

Mr. DeWinp. Is it L. H. Rentfield 7 








it I kno 
Mer. DeWirs Well, is the Renfield y know a en law of M 
Rentield / 
NI (OESON | \ fhe ve} tlemar | know - t] if is t] e one | ly ow, 
Mir. DeW NI | ! = the mat I was inaui ne about, Now. s he 
he \ cenfield Importers / 
Nii (OLSON I} if | wouldn't know. 
Mr. DeWinp. Is Rentield Importers a liqnor-i) porting company ? 
Mr. Ousonx. T understand that thev are. _ 
Vir. DeWus Dick ve ever speak to anvbo youn that co r 


Pive eof vou nie with ft f coneert ‘ ecto th) 


tt \ | i 


eb f American Lithofold / 

Vie. Onsorx \t no time did T ever. te e best of my recollectis 

Vir. DeW ND 1) vo KILON ! Vv Of thr ollierals i the Standard 
Foods, Inc. 

Mr. Otson. No. reat we tel] ea name or two. e Two | 


/ 


ow thr | to all of these liquor t] vs: IT used to I met so 
me yr . 1 . ’ 3 
many ot them, these wholesale dinner every Ve ! rich Thre nmiporters 
dinner at the Starht Roof, and I might Ve me ! mad ere 
1 Ly . . 
re probably six or seven hundred people there. 
Vie. DeWin~p. Tf 1 ve met them. it nm the most . 


\Iy CP SON Yes. rs rity Ta tell rae Diite 
Mr. DeWrixp. Who | poke ihout jo + the American 


Mr. Orson, | ! \\ 948: I 1 

Vir. DeWtinp. Where did von meet New Yo! 
Viv. Orson Ata restaurant 

Nh 1); Win 1) Vo rene " \\ ‘ resti 
Mir. Orson. Toots Shor 

Mr. DeWinp. Who else was pres 

Mr. Orson. Finnegan and myself. 

Mr. DeWixp. Someone else was present later 7 
Mr. Otson. Yes. sir. 

Ir. DeWinp. Who was that ? 

Mr. Orson. That was R. J. Blauner, his wife, and Mr. Finneea 


fe, and my ti 
? 


\Ir. ay WiINpb \\ mt Was the substance of the onversatilons that 
vou had about American Lithotfold # 
. Mr. OLSON, Well. the substance then. after we h ul dinner at the 
New York A. C.. the vv rls ret red. and we discussed t. and l thoucht 


] j ] 
it we uld bea wood dea, 











\h) DeWinp, Ne that time was there lic on of Mr. 
N ul partici pati a4 

Mir. Otson. Not at that time: no. 

Mir. DeWinp. Ho d Mr. N 


Mi. Onson. I ed » | 

Vir. DeWinn. To mi? 

\ir. Otson. Mr. N 

Mir. DeWinp. To ( 

Mir. Ouson. ‘To Mr. Nunan. 

Viv. DEW) \ voested it to Mir. N 


Mr. Ousox. Yes. 
Vir. DeWus Wy 
\l CJLSON | Oui i 1 i 


have been maybe September; I don’t know the exa 
\I De Wuini \ t «iia \Ir. N 1 
Mer. Orson. Th ested init at 
o 
Vir. DeWInn. \ Mir. N ' 
Mr. Ous \ bn eof we I 
iv’ ( i i ‘ 
! iit ‘. | tithe t Mr. B ia 
k1 | 1} I 
d c \I View B 


Mr. DeWorn. ¥ 


\I ()rsor ‘ : 
\| De Win I) ive ‘ ry, ! | 
NI) CULSGN No. 

\{ DeWinp. Whit ere the tel ol mre 7 


Mr. Orsex. Ten percent. and it may fluctuate, and 
1 according ne won h they had t oO 
to secure the business, but about an average of about 10 percent. 
Mr. DeWinn. Wa ut vuidition to the salary of S750 a mont! 
each / 


Mr. Otsen. No, sir: the salary isn’t spoken about at that 
nd it was just straight commission. 

Mr. DeEWtunp. At the outset it was straight eomn ”). pel 

Mr. Ousen. Yes. sit 

Mr. DeEWinpb. When did the salary matter come up / 

Mr. Orso~. Well, we didn’t do anv work on it. and I didn’t do any 
work atl all on t. ana | dol ‘t believe Nir. Nu i! cid. mad fi lly, 
January | think it was, that Mr. Blauner called me on the phot 
and he said—— 


Mr. DeWinp. That is Jaa Wary of 1949 7 
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Mr. Orson. I think it was January of 1949, and it may have been 
December of 1948, and it might have been September of 1948, and I 
don’t know. To the best of my recollection, anyway. he called and 
said, “How are you coming along?” And I said. “We haven’t done 
much at all: it will take a long time, 6 or 7 months, to do anything: 
and ho work could be done certainly by me. and I don't think by Mr. 
Nunan. although he could discuss that himself.” But I said “We 
couldn't go on like this, just going around, anybody and everybody.” 
And so he suggested, “Well, what do you want to do?” 

And well, I said, “I think there ought to be a salary here or a com- 
mission” and he said—and that is how the $1,500 came up. 

Mr. DeWinp. Up to that time you had produced no business for 
Lithofold / 

Mr. Orson. Unless the record shows different. 

Mr. DeWrnp. And you felt vou were not willing to go along without 
fixed compensation / 

Mr. Orson. It wasn’t worth while, and Mr. Nunan wasn’t anxious 
about it anyway. 

Mr. DeWinp. But, despite 6 months of producing nothing for them, 
they were willing to put vou on the payroll then ‘ 

Mr. Orson. Well, all I know, just exactly what I told you, Mr. 
DeWind. 

Mr. DeWrnv. That is what happened ? 

Mr. Orson. That is what happened. 

Mr. DeWrxp. And you continued to receive vour salary with no 
commissions—is that right—from February to April of 1949? 

Mr. Orson. Yes. 

Mr. DeWrxp. Seven hundred and fiftv dollars for vou and seven 

nelred and fiftv dollars for Mr. Nunan ? 

Mr. Otson. That is right. 

Mr. ly Winp \) d Vou col 7 cted all of these 1 eco! ition son beh ilf 
of Mr. Nunan. and he did not conduct them. and vou made the arrance 
ents and told him about them / 

Mr. Ouson. All of them, that is about two. or one, two dinners and 
ouple of phone calls: that was the whole negotiation. 
Mr. DeWixp. But it was mad by vou? 

Mr. Orson. That was the negotiation: ves, sir: that is correct; and 
not by Mr. Nunan, it was by me. 


Mr. DeWinp. Have you ever received any accounting of the commis 


s1ons vou earned / 

Mr. Orson. I don’t recall any accounting at any time. 

Mr. DeWinp. You asked for it? 

Mr. Orson. I asked for it onee. but I don't reeall at ar ay time ever 
receiving an accounting for tt. 

Mr. DeWinp. Did vou object to that failure to give you an account- 
Ing ¢ 

Mr. Orsonx. Well. I didn’t think much of it, and IT told that to Mr. 
Dlauner. 

Mr. DeWinp. It is unusual that a company would have a 10 percent 
commiss ion arrangement and not have any accounting / 

Mr. Orson. Not for me, Mr. DeWind, because I was busy, very busy 
with the ATU, and off hours I was very busy with the body business. 
That was the truck body business. so vou just let it slide. 
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Mr. DeWinp. Ultimately you say you never did anything except 
make two telephone calls, for which vou received $6,000, in effect. 
Now. vou are still getting commissions from American Lithofold Co. ¢ 

Mr. Orson. No, sir. 

Mr. DeWinxp. Did you ever tell them that vou wished to terminate 
vour relationship / 
~ Mr. Orson. Yes. sir. 

Mr. DeWinp. When did vou do that ? 

Mr. Orson. [think it was in June. June 31 

Mir. DeWinp. June 307 

Mr. Orson. It was June 21 of this vear 

Mr. DeWinpo. Of 19517 

Mr. Orson. That is right. 

Mr. DeWinp. Mr. Chairman, I think it might produce a more 


rderly record at this point if we just excuse Mr. Olson momentarily 
and ask Mr. Cireele to return as a witness for a few minute 
Mii IING. If ther hie olnection, that will be done. 


Mr. Kean. Mr. Olson v return because I have a couple of q 
tions 1 want to ask. 

Mr. DeWinp. Oh. ves, indeed 

(Whereupon Mr. Olson left the stand temporarily, and Mr. Circele 


resumed the stand.) 
TESTIMONY OF VONNE V. CIRCELE—Resumed 


Mr DeWrnp. Mr.‘ did you ever have an} ee ere 
Mr. Olso person or by telephone r rding the American Lithofol 
business obtained from the Austin Nichols and Ruppert Brewery ¢ 

Nii C IRCEI No, 

\I DeWr \ 

Mn C rhe LJ i | ! il 

Mr. DeWinp. You are quite sure of that / 


Mr. Crrececre. | am quite certa 
Min 1) WiINb Did VO rhave nv conversatio t! Mr. O 
hn pers 0 b { } Wi ! mired t { tatus « 
. i 
eounts, the nat i wy e had given to vou ¢ 
Mr. Cireen Yi lal ‘tt remember the accounts s} fical 
but venerally ] remel el} onversations, 


\I . C IRCELI Ye : oe ev must have been: they were on the list. 

Mr. DeWuInp Ane you are sure t] it thev \ er ot the accounts Oo 
(ustin Nichols and R ppert by wery ¢ 

Mr. Cireeve. I am quite certain 

Mr. DeWinv. They were other liquor companies ¢ 

Mr. Circere. That is melt. 

Mr. DeWinp. What d MIr. Olson a ve about them / 

Mr. Circere. Generally the « versation would be to nqvire what 
ve had been making selling them. 
Mr. 1) WINbD. No Ci you evel have occast n te eall Mr. Olson 
with regard to companies on the list that Mr. Blauner had said came 
from Mr. Olson / 

Mr. Crrcere. Yes: I believe I had: I did. 

Mr. DeWinp. What did vo sk Mr. Olson about when you mad 


+} l}n ¢ 


tC Titine tl 


provress \ 








| 
| 
4 
' 


HH) INTERNAL REVEN 


Mir. Crreen I don’t reeall spe fk ull 
connection Wit! hat developments vl 
that effect 

Mr. DeWrxp. Did vou ever ask 
business ? 

Nir. Crrcecr. On the list of aceom | 

if were not ¢ I list I «lid. 

Mer. DeWtinp. That is, of other acco 

Mir. Crreeie. Ne 

Mir. DeWinp. Which other accom } 

Mr. Crrcenr. Mr. Blaunet expla ed 
{) tel t ( ! id flue? e or 
New York f any sccount of ans 
trouble trying t ell them I shoul 
! ‘ le \ el | oltact t} re to te 

\I DeWinp. D 7 call Mr. O 

cl ( e to liquor companies ¢ 

Mr. Circere. I ecall whether the 

Mir. DeWinp. D iL vet assist 

Mir. Cireren Not it IT reeal | 

it he wo e didn't 

Nh DeWInp \ ! mv of vour « 

! etere rset to the =f ot 1 

\ (CIRCE! Not as a { ot that 

Vir. DeWinxp. Well ( ( 

( Anis ’ won tamination 4 

\ | 

Mri o 
\) 
\] (J I | right, twed 
\ “ ’ mes of so 

ot speci v by calling it a lst. 

\I DeW Nb \ i vou ree all spe 1] 
you a el ©) tl liquor concerns / 

Vir. Crrcetre. That is right. that were 

Mir. DeWrnp. That were included on t 

Mr. Crreetr. That is right. 


Mr. DeWinp. Now 
iv. “How ire vou doing with the 
Mr. Crrorie. That is the gene 
x 

\Ir. De WrHnp. Which would bear 
Mir. Crecente. That is right. 

Mr. DeWinp. Did he 


o-nnd-so account whi h was not on the hi 
Not that I remember. 


Mr. Crrcee. 


Tren 


1) 


) 


ever ask you how 
st ¢ 
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} } 


but 1 Wwe nid probably be 


tke place on something of 


Tive 


, 
tance In stimulating t 
: 
( rhe Dut Oo ol rs 0 . 


rv med bet r¢ } F , 
( ‘ 
MI ( , 
, 
t ’ t 
‘ 
I { ( tl il 
Lect ¢ Tie 
at ¢ 
1 
ose Conversations With Vo 


eount Q7? 


i of the eonversation: ves, 


/ 


Mr. DeWinp. Always it was accounts 01 the list ? 
Mr. Crreens 


Phat is right. 





Mr. DeWinp. When you made these calls to Mr. Olson, did ye 
eall hime at the office of the Alcohol Tax Unit / 

Mr. Circete. Yes, sir. I think perhaps on one or two occasions, I 
may have also alled him at home, it tae wasnt aval Is ie atthe ofli ‘ 

Mr. DeWixp. You heard Mr. Olson testify here this afternoon that 
e never had any such conversations with you? 

Mir. Circete. Yes. su 

\Ir. DeWIND HH testimony 1 that reward ts ontrary to the I t¢ 

Mer. Circetr. Tothe best of 1 \ knowledge, S° ves. SIP. 

Mir. DeWIND. |] LK Ve ~Mr. Cireele. That 

Vir. DeWinn. W ecall Mr. Olse 

Mir. King. Mr. Olson, w vou ret tot 


TESTIMONY OF JAMES B. E. OLSON—Resumed 


\I 1); WiINnpb \1 tM t. Mh (ix: . ti 
Mr. Orson. Yes, eference t statement- 
Mir. De Wis ist ent. Mr. Olso \) 


artit i 
Vie. Dy 
ein \< \ 
Mir. Otso~x, D | 
Mir. DeWinp. Tt 
Mi. Ouson. | 
Mir. DeWtwnp. 11 


peal 


Winpb I) i 


this { " ( 
{ ite! \I ( ele urine 
en gup Ruppes Lustin N 0 nal it wv ot Mr, ( ¢ 
was R.A. Blauner t I tlled me on the telepho e, 2 

miv Corre té Pitan 


rection in the 
Mr. DeWixp. A 
testimony of Mr. ¢ 
Mii Orson. Yes. ; 
Mr. DeWinp. Ani wf , 
! oOntraryv to Lil 
Mr. Ousox. To the of 1 meehloction. 7 ; . ' 
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Mr. Oison. T don’t recall any such statements, and I don’t remember 
and you are talking about 3 years ago. 

Mr. DeWinp. Well, now, are you sure that they never occurred ? 

Mr. Outson. As far as Lam concerned, I don’t remember any of those 
statements, 

Mr. Kine. Do you feel, Mr. Olson, that you were treating the Litho- 
fold Co. squarely by drawing the amount vou did and yet putting 
forth no eflorts whatever to bring in to them business / 

Mr. Otson. We thought, Mr. Congressman, or at least I thought, 
LOO, that there would be industrial concerns and there were people l 
knew in industrial concerns and there were people L knew in a lot of 
concerns that if LT had time in order to do it, that I certainly would 
solicit their bus 
\merican Lithofold Corp., hh order to vet their 
life-insurance companies. 

Mr. KING. But your best 
liquor field, would it not? 

Mr. Ouson. Well, Mr. Congressman, at that time I didn’t know 
iv people in my years 


} 


ness: or LT wouldn’t. but send a salesman from the 
business. Such as 


hield of intluence would obtain in the 


DLdELDD | people i) the liquor busine Ss, anal all of i 
and ve ars were not in the liquor business bt tr were people 0 itside of 
the liquor business, and it was only that | was in there a short period 
of time that I knew those people. 

Mr. Kine. How long had you been supervisor ? 

Mr. Orson. From January 147 to August 24 of this year, and I 
only would meet these people at these wholesale liquor dealers’ affairs, 
that they would have, and I would speak at them, and at the Star-Lit 
Roof or the Importers, and I had to be introduced to them, and I 
99 percent of them I didn’t even know. But 


didn’t even know them 
and so far as I 


my thought always was that the industrial end of it 
was concerned and these other accounts, the accounts he was discussing, 
they were not my accounts, although ultimately I received money on 
them, but they were not my accounts. 

Mir. Kine. Proceed, Mr. Counsel. 

Mr. DeWinp. Now so far as you know, did Mr. Nunan ever succeed 
in establishing any accounts for the American Lithofold Corp. ? 

Mr. Ouson. I believe he did. 

Mr. DeWunp. You believe he did? 

Mr. Outson. I believe he did. 

Mr. By WIND. Which accounts do you believe he established. 

Mr. Orson. That I wouldn’t know. 

Mr. DeWexp. Did you and he discuss your joint interest in this 
matter from time to time as it was continuing ¢ 

Mr. Onuson. No, sir: as it was continuing, the first 3 months we 
never discussed it and we just discussed it in general, and we had 
Mr. Circele as I recall it, go to Mr. Nunan’s office to get letters from 
Mr. Nunan to send himself and salesmen out to industrial concerns 


as well as liquor concerns. 

Mr. DeWinp. You and Mr. Nunan had Mr. Circele do what ? 

Mr. Otson. To the best of my memory, and if he didn’t go he sent 
out one of his salesmen. 

Mr. DeWrnp. You and Mr. Nunan had Mr. Circele go out and con- 
tact industrial and liquor concerns, is that what you say? 

Mr. Orson. I didn’t have any liquor concerns. 
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Mr. DeWinp. Mr. Stenographer, would you read the statement 
that Mr. Olson just made ¢ 

( Whereupon, the re portel then read the q iestions and answers 
follows:) 


Mr. DeWrnp. Did you and he discuss your joint interest in this n 


Mr. DeWinp. Is that eeurate statement 2 

Mr. Orson. No, sir. 

Mir. DeWinp. You wv fe) inge that statement ? 
Mr. Ouson. Y¥« 

\Ir. DeWtnp. You -« va tissed 


Mr. Oxsox. That is right. and Mr. Nunan got in touch with M: 


ind | was not sent 
Mr. DeWinp. Did uioand Mr. Nuna ver discuss the existe 
of liquor companies ¢ t of people that Cireel eveloping 
for you / 

Mr. Orsox. Not that I reeall 

Mr. De WInp. Phat subject hevel came up é 

Mr. Otson. Not that I remember, except at the end of 1950 
O51. when we fou cl mit. ft il =. l fi ct out t | il | Vi | Oo! 
cerhis Where COMMilsst re com uy rom, ana thre 
I never did any further | ess mn IYol., never You must remet 
there Was activity 

Mr. DeWinp. Now. Mr. Olson, don’t ramble o 

Mr. Orson. Thank you 


Mr. DeWiunp. I think that vou said a few moments ago tes 
ing. that you may have had discussions with Mr. Cireele about liquor 
companies; and then just a moment ago I thought you said that 
SOO as Vou heard wmout | juor Companies, Vou had noth ney more to 


do with the matter. 

Mr. Orson. I didn’t say | had discussions with Mr. Circel 
liquor compant s. ile said I did. 

Mr. DeWinp. Let us leave that for the reeord. 

How long have vou known Mr. Nunan, Mr. Olson ¢ 

Mr. Ouson. High school days, 1914. 1 should ay, 1 years 

Mr. DeWinp. It is a long time? 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. Did Mr. Nunan have any connection with your orig 
nal appointment in the collector's office / 

Mr. Otson. No.sir. In 1934, vou are talking about ? 

Mr. DeWinp. Yes. 

Mr. OLSON. No. Sil 

Mr. DeWtInp. Or subsequent promotions ¢ 

Mr. Ouson. No, sir. 

Mr. DeWtxn. When Mr. Nunan became collector i LO41, he did. 
however, uppoint you assistant collector? 

Mr. OLSON. Yes, sir. It was his recommendation, and the (‘om 
missioner approved it. 
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Mr. 1s WIND. When Mr. Nunan resigned to become ¢ ommiiss Oher 
ol Internal Reve ue, he made vou acting ollector / 

Mr. Orson. No. | automatically became acting collector, 

Mr. DeWrunpn. Is that automatic / 

Mr. Otson. Yes. 

Mr. DeWinp. The assistant collector automatically becomes col 
lector / 


Mer. Q)rs mm, | lit | the new collector eomes i. ves, to the bh at of 


rity knowledge. 

Mr. DeWinp. Now. after Mr. Nunan’s resignation as collector, did 
vou seek the oflice of collector / 

Mr. Orson. L certaimly did. 

\Ir. Dew ND Did Mr. Nunn ‘ss t wve | (ose ef] ! 

Mir. Ouson. Nov sir: not that [ reecal 

Mr. DeEWinpb. Not that vou recall, vou now add 4 

Mr. Ouson. Yes: not that IT recall. 

Mer. DeWinp. Do vou recall a meeting in Toots Shor’s attended 

vou and Mr. Nunan and some other people, at wl the matter 


co) ts i | Vil c{I- imse¢] 


Nir. Ons ‘\ Wi . | vo tell mie ri) 1] ! e: | wi there 


t Lt Cldive 


Mr. DeWinp. About the time of Mr. Nunans resignation as col- 
lector, 

Mr. Otson, Yes, [think that I recall that. 

Mr. DeWtxp. What was the discussion at that meeting—or strike 
il Who w present at the meet neo? 

Mr. Orson. It was Mr. Hannegan, Mr. Nunan,. myself. and a couple 
of personal friends, | belreve, of Mr. Ha 

Mr. DeWinpb. That was at the time wv 

Nir. Ouson. Yes. sir. I think it was. about. 

Mr. DeWinp. Mr. Chairman, it is almost 5:30, and perhaps the 
committee members have questions they would like to ask before the 
end ofthe day 
Mr. Kean. IT have some questions that T would like to ask. 

Mr. Olson, vou say that the Lithofold Co. paid money to vou on 


( 
nnegan’s from St. Louis. 


it Vou Were re ne collector? 


' ints which vou sav were not vour accounts. If that were so, why 
did vou not send the money back as belo ving to someone else / ; 
Mr. Orson. Well, Congressman, we id an agreement, Mr. Niunan 
ind mvself, t it anv business that | vould secure. that he would cret 
ilf of Ze 1 ares bv ness that he ~e red, that ] would get } ilf of 
And so, the m total would be diy dled, one half of whatever the 

LO per ent was, and that | would wet ri che k and he would ret his. 
Mr. Kean. So that what von are intimating, by this statement, is 


that these accounts were Mr. Nunans accounts and not yours / 

Mr. Otson. That is right. ; 

Mr. Kevan. And that he got the business / 

Mr. Ouson. Yes, sir. 

Mr. Kean. Tama bit intrigued by the way that the Lithofold Co. 
does business. Hlow big a corporation it? | 

Mr. Otsox. Lam not with it anv more. 

Mr. Kean. How big tL corporation is it, do you know? 

Mir. Onsox. That. T wouldn't know, Mr. Congressman, and Mr. 


Circele would know that one. 





Mr. Kean. | » $4 million or $5 million corporation, or what 
t¢ 
Mr. DeWrnp. IT would have to try to get that information for vou, 
efore L would be prepared to put anything the record, but it 
eneral pore ( vot i rere oil e pl { 


i} ef \ t e vol ad t ere cpp 

‘ ‘ i \ \t Vil Mr. R J. Bla ‘ I 
ey Ve ' thie \ mie. \ ‘ 

Mfr. Orson. We Mr. Finnes oduct 
lecto oe e fi f 4 
L tae e mil St. Leo k 

tlemin e SOI \ ld bring fi 

i ey ay \ Ad] () oe 


t ‘ 1) Thi } vy « ‘ 
i vi ra 

Fe react v 

Vir. OLSON, It \ t 

Mr. Kean. Fan thout conti i 
t it ve were the ¢ , st how ] VE wT , 

Mir. Onson. We ould T 

» pretty o 7 Lv ~i 

it seemed pretty e firmiatio 

Vir. Kean. That v 

Vir. Orson. I ila ie 

ow, 

Mr. Kran. Youg for 3 months, and then commissions at 

it. 

Vir. Onson. IT dont ow whether withholding was deducted o1 
but a 10909 T received. that is a form that vou get, how mueh they 
ithe emptovee, ana 1 file ttiiat form, deposited those checks nn 
personal counts, ana reported them to the Bureau of Inter 


Revenne, 2 vears ago, and I paid my tax on It. ana I reported Hi 


’ i “i at reported T «)) my } opryye tax retur! 
| Peat 1 t trie \ ( | ive ece | \ } (| | r , 
I a when | frirte oO rene ihe fa te ’ 
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Mr. Kean. At the time you broke off negotiations, broke off rela- 
tionships with the company, it was after there were certain hearings 
in the Senate and a lot came out, that you felt you would just as soon 
not be associated with the company ¢ 

Mr. Otson. What I would read in the paper, that is all. I dontt 
know any more than thit. 

Mr. Kean. You felt there might be a smell, and it might be better 
to be out of the pireture ¢ 

Mr. Ouson. That is right. 

Mir. NEAN. With reference to this list. do you lhitiiiate that pos 
sibly Mr. Blauner made up a list supposed to come from you, and 
suggested to Mr. Circele that vour name be used by him, even thougn 


Mr. Circele 


it did not have your authority, or do you believe that 
s inventing the whole story? — 

Mr. Onson. | don't think Mr. Circele is inventing it at all, mid 
I think he probably did receive a list, and | haven't seen the list and 
I don’t know who they are, and LT don’t think Mr. Circele is inventing 
that; but L never gave a list to Mr. R. AL. and Mr. Circele says he 
never got a list from me, and he never did. 

Mr. Kean. You think that Mr. Blauner made up this list, and then 
told him to use your name, and pretended that you had given him this 
list. so that he could fool some of these companies nto thinking that 
you had given them their names / 

Mr. Onuson. If LI could see the list or glance at the list, I could 
probably answer that a little better. 

Mr. Kean. We know what names were on the list, and it has been 
testified to, 

Mr. OLSON. Congressman, l hever gave R. J. Blauner or I. A. 
Blauner, or anybody else, Lo the best ot tii recollection, any list. 

Mr. Kean. No; but do you believe that Mr. Blauner deliberately 
tried to deceive Mr. Circele into thinking that you gave him a list, so 
that these people in the liquor business who perhaps at some time had 
had a little trouble with their taxes, might think by using your name 
that they might possibly some day get better treatment from the Aleo- 
hol Tax Unit / 

Mr. Otson. That could be, possibly, but I could not answer what 
was in Mr. Blauner’s mind, and I couldn't answer that fairly to him, 
R. A. Blauner, and those men, the list that I have heard from Mr. 
DeWind that he mentioned these various names in here, since LT have 
been there as head of the ATU, they have never had any trouble, and 
they have never had any trouble, so far as I know, since these printing 
things or contracts were given through Mr. Nunan, and they have 
never had any trouble in my office. And if it is, it is news to me right 
at this moment, in the 444 years L have been in there, and they have 
never come before me. 

Mr. Kean. You were connected with this wine concern for the 
years between the time you were in the Bureau of Internal Revenue 
and the time you went into the Aleohol Tax Unit ¢ 

Mr. Outson. Yes, sir, Mr. Congressman. 

Mr. Kean. They shifted. The record seems very checkered, as 
you gave it. First it was the Canadaigua Wine Co., and then it was 
the Wine Industry Corp., and then it became some other corporation, 
and it was a very short period. Why all of those changes? And I 
know at one time you said some of the partners sold out. 
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Mr. O1 SON, You mean there were tWo } 
Mr. Kean. Three of them. 

Mr. Orson. Well, in the first place, the two changes, I was an em- 

ployee in the first one. Canadaigua, and I didn’t want to be ar 


lNLeS 


employee, and L wanted to be a partner, and I ike my ' nee 
and the | became a partner, nna they changed the name of 

Mr. Kean. Then you became a partner, providing no mon 
provid « your ability ind your services / 

Mr. Otson. Wherever it might be needed. 

Mr. Kean. Do vou tl k that these changes wer ! iny Way 
for the purpose of transferring what might be called ordinary 
nts ipital Gains ¢ 

Mr. OLSON. That. I wouldn't know, beeause it didn't {] 

Col eressinan Kea ~ ana it didn't alfect me one Ww y ol 
I wouldn’t know in regard to that. 

Mr. Kean. That from the time you Were a pal ! one 
poration, until thet ' want inte, the ral ome , i lo 
affected it / 

Mir. OLson. It might have, 

Mr. KEAN. Lhere Shot ne wrong, as long is if wecording to the 
law. there is nothing wrong in making use of what is in the law, and 


there is nothing | am eriticizing, but I just wondered. 

Mr. Orson. That, I wouldn't know, but I think that you will find 
on my return, that | didn't have a « ipital gain, and | think the record 
will show that. 

Mr. Keocu. You did not ? 

Mr. Otson. 1 don't think there was a capital gain, and my ree 


will show that, and the returns must be around here some p 
don't think that there is a: pital wan On my part 
Mr. KING. You ougnt to be sure of that. should vou not, Nir. Olson / 


1 


Mr. Qison. Conecressman King, that was Lb lt Wits, | prob 
ably should have taken it. 

Mr. Kean. Probally it is legitimate, if there is. 

Mr. Kine. Ilow much time did you spend on the job as a partner 
in this concern, and what did vou do there, Mr. Olson ? 

Mr. Onson. [ was there me rly every day, to be of any help I could, 
inder the publie relations end of it, anvthing I could do. 

Mr. King. What did vou do? 

Mr. Ouson. Eventually, ] helped out on the Pepsi-Cola Corp., ina 
the OPA, because we had a lot of sugar, and we | 
the OPA. 

Mr. KING. How rritue h time did you -pend mi your ollice us the head 
of the ATU for this period ¢ 

Mr. Otson. Various hours I would be in, and I would be out. And 
I was always available within 10 minutes at any time that anybody 
wanted me, and [ never punched a clock, and 1 never was required to, 
ind L took care of my duties. and the efhe lene of that office was one 
of the best. if not the best, in the country when T left it, and so ad 
mitted by the Commissioner and the Assistant Commissioner of the 
Aleohol Tax Unit. 

Mr. KING How much Time, Mr. Olson, would you suppose the 


average would be through the vear, of your time on your duty in the 


office 4 
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Vir. OLSON I would eiuess about mavbe ’ or 3 hours a day. | —_ 
ry to be there Saturday a couple of times, IT would 





be there: and if it was necessary to go out on a raid. L would do tl it 
And Twas alwavs ava thle. v4 hours a dav. ment ne Saturdays saad 


— 


| 
y sunday 
Mii IK iN« | ‘ eitso) | miake —the h nau ry. | hisas been stutec by 
Ofer persotis, | he ve, that Vou were 1 rely nh Vout oflice, bid | 
Wis merely rious to knew what vou were do ng as head of thi 
leohol Pax | t. tor verv busv and unportant district, if vo 
‘ the offices 
5 VI C)bS0N We I was in there nearly every dav. Con Tress ill. 
; ad Iowa ur) @Ne tor. and mv dutv was to cooperate with the As 
tant Supervisor of Eh forcement, Permissive and Personnel. a | ) 
cooperate Tor the efhicrenceyv. Phat was tn the offi e. And where thr 
hd bao rrictie the ] wo ila do t. tout | eh a Very, Very eth 
ans ZATlO I delegated the authority where it Was supposed to De, 
stend of oldines t to mvself and then calling then Nn. \I 
| didnt i\ re papel t than that nelicating It was 
iibhWwavs cleared, 1] sent it tothe proper department for them to cdo 
imi itt \ ‘ ii fom. then wm was mv autvy. they oul t 
| nad | ould ad e then ow to handte the muttel 


{ \ ‘ | ‘+ ‘ Vleo qi | tN | t Vol oflice i! our oO 
i t on any world at Pn rire ONE l fo) nt to kno 
] 
oo? ( eoofhel hours of the dav. 


} i? 

| Mi COLSON No. | vould i r there ‘ ' ‘ v ore 

4 the! if ] bel i | \ nila ovlite hack 1) our o1 a andl 4 | 
vould go o 

nterest to interfere with the duties vou owed the office. so casi 

} ou tet me Know a tthe bit about what vou did during the 6 or 7 


or.oore ( ! 1 ci +] it Vou were not i the office ? 


Mer. Orso~. Well. L wouldn't be in any poeurt cular place I wight 
: ov T might have gone up to the NYAC, and | 


| have gone on home, 


watched a ball game for a couple of hours, or ca 


tipe cal | lef thie pias wiiere | tllhh. Ol ] might have done somet he 


fora couple of how 
s quite evident here thant veu did not do much for the salar vou 

| drew there, or the commission 

Mr. (OLSON, | made two phone « ills. anil when ti on sila sen tet 

i | , 


{ ] phoned then 
| Mr. Kye. That is all, Mr. Olson 


/ Vir. Orson Ane [ ct llLdo not think T did t Vi ne Wrong, mora 
hs . 


fel iv © nvthing else, yricl | called ipo fellow that I ; 
L tine what | did 

Mr. Kine After all. vou were a partner in one concern and pe 
formed praet riv no services, wheel roesnial well, pena cn initia 
nected with the Lithofold Co. tor a perrod. and were paid we ida 
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TUESDAY, SEPTEMBER 11, 1951 


Tlousre or REPRESENTATIVES. 
SUBCOMMITTEE ON ADMINISTRATION OF THE LINTERNAI 
REVENUE LAWS OF THE COMMITTEE ON WAYS AND MEANS. 
New York. N.Y. 
‘I he subcommittee met at 10:50 a.m. pursuant to recess, In roo! 
9804 of the Federal Courthouse Building, Foley Square, New York, 
N. a Hon. Cecil R. King (chairman of t] e subcomun ittee) pre sid he 
Present: Representatives King, Keogh, Kean, and Curtis. 
Also present: Adrian W. DeWind, chief counsel to the 
mittee: Bruno Schachner, special counsel; Stanley S. Surrey, spe 
counsel; Charles S. Lyon, assistant counsel; Donald Schapiro, 
sistant counsel; and Joseph II. Flom, assistant 


snbeo 
as 
counsel. 
Mr. K Ina. ¢ he meeting ot the sub om mittee Ww it] now come to orcdel 
The first witness is Mr. Olson. Will vou t 
You | ave been prey ously Sworn, Mr. Olson. 
Mr. Otsox. Thave been. Mr. Chairman. 


} 1 
ake the stand, pleas 


TESTIMONY OF JAMES B. E. OLSON, DOUGLASTON, LONG ISLAND. 
N. Y., ACCOMPANIED BY MORTIMER SATTLER, ATTORNEY, BROOK- 
LYN, N. Y.—Resumed 


Mr. Kine. You are accompanied by counsel, Mr. Ols« 
Mr. Otson. Yes. sit 
Mr. Kine. Proceed, Mr. DeWind. 


Mr. DeWinp. May the record show at this point that tl 


iirh 
and Mr. Curtis are press 
Mr. Kina. It isso ordered. 
Mr. DeWinp. Will vou please identify the counsel who accompanies 


you this morning, Mr. Olson. 
Mr. Otson. Mortimer Sattler. 
Mr. By WHIND. I think that it might be appropriate To advise Mr. 
Sattler at this point that under the rules of the committee, Mr. Ols« 
is free to be accompa ied by counsel, who may advise him of his right 
but may make no statement without the consent of the committee. 
Mr. Kine. That is understood, Mr. Sattler? 
Mr. Sarruer. I understand the rule; yes, sir. 
Mr. DeWixp. Mr. Olson, have you brow 


] ; oe 
1] OoOrany ot the books, Gdoctuments, and records weé 


Ai 


ft wit 
Ohl wit Vo { 
a 
/ 


aay 
Mr. Orson. Yes. sir. 
Mr. DeWrinp. Where are they, Mr. Olson ? 
Mr. Orson. They are here, sir. 











/ Mr. DeWixp. Would you please identify for thet r 
G1, see 
N Vie. O1sos air e rit 
4 | ive Corresponce ( 
| ¢. B. BO ‘ 
Phe til 
\ ‘ ). | | () | f Todo 
i \ | ethies 
| \ ‘ if 
| \J De \\ >» I [L se t t 
Mir. Onson. Yes. 
\I De Wins \\ re ft ‘ View ©) 
\I ()r san | ‘ es WV e orig | . 
’ ( | U) | \ 
] Mr. De Win \1 
' \} () \ | ors} 
1 | \ , | dnt have 
‘ | ’ { ’ 
Mr. DeWixp. Were these files located with the Emerald files 
} Mr. Orson, N I ther part. ora 
View Dr! \ 
Vie. © ire not tor o 
Vir. DeW \\ 
\] (ys ' 
NI) \ | i \ lite or y oh tl 
Mr espect! itt ra \ 
tio IriItV asst i Sy ( erested 
. \i Dye\ { feel. Mr. O { { 
: ore to nunittee what the vit ere edi 
\ el im ‘ ne el Tas ri 
e other tite \ i edt il Vo i We My 
Mr. Otsox. T haven't spoken to him 
Mr. DeWrxp. You have not vet spoken to ; 
' Mir. Ouson. No. ! Il understood f1 vou tha oO rey " 
ibper 1. so T didn’t pavanv attentio 
Vr. DeWinp Ddichny't vo Lorre esterday vou ntiieh clires im to 
| prodtce those recorcs 4 
Mr. Orson. If [T said that. T don’t reeall it: but T said 1 had 
; objection fot ' 
Mr. DeEWinp. | K that vou said that vou would 
| Mr. Onson. Well, TP assumed under the subpena he would, just 
! to il I | no object ori. | will call him 


ive 


‘bpresentative Keouwlh yoo ed the 


sub Onittee.) 





‘ir. OLS We M bre W | 
\! De W S , | \ 
Nl ‘ 
\ Vr ©O | Vise 
i ! t } 
li. 


Vir. DeWinp. Mer. | 


Dpeha ca ls fort . ecorad 
\lr. 1) WiuINp. Wi it are thie emeraia \ ~«) ipiol record 
Mi OLSON Charity orga Zations 1 il | i 1} Te iM 


esident of. and ev ‘ or the last 5 or 6 ven ive 


<¢ of Brooklyn. 

Mr. DeWrnp. Are those the only files‘ 

Vir. OLson. Those are rhe only ones t] it | kno ot 
Mi 1); Winp Have vi riiitade ah ireful check / 
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Mr. OLSON. ] haven't ronhe through SsoTne other bundles that are 
there, 

Mr. DeWinp. Other bundles of what ? 

Mr. Otson. I imagine some of them are pictures. When you leave 
vour office, Mr. DeWind, there are pictures on the wall that are taken, 
ind there are ashtrays and blotters, and there are towels, and there 
ire waste-paper baskets. 

Mr. DeWrnp. Is that what vou mean by “bundles?” Do they 
have any papers in the bundles? 

Mr. Orsonx. I didn’t get to them vet, but in my opinion I don't 
think that they have anything, any documents, in them. 

Mr. DeWinp. Now, are these all matters of documents, files, and 
other materials ren oved from the offices of the Al ohol Tax Unit ? 

Mr. Ouson. Yes, sir. 

Mr. Di WINp. | believe the subpena Spec fiealh called tor all such 
files and documents removed by vou from the Alcohol Tax Unit. 

Mr. Sarrire. There doesn’t seem to be any disagreement about 

il 

\Ir. 1); WINp. They have not vet been produced. 

Mr. Sarrier. With the exception of the records that the accountant 
hin 

Mr. Dy WuNp. Mr. Olson has said that he had other records that he 
bronght from that office that he has not vet looked at. 

Mr. Sarrier. I don’t understand Mr. Olson said anything like 
that. 

Mr. DeWinv. Mr. Chairman, I think that it would be helpful if 
Mr. Sattler did not make statements for the record: and | will con- 
duet the questioning more fruitfully, T think, with Mr. Olson than 
with h Mm. 

Mr. Sarreer. IT am agreeable to that, sir, except that I don’t think 
counsel should be permitte ! to misstate what Mr. Olson has s vid, and 


} 
he 


hasn't said vet that he has left any re ords at home, and he uid 
he left bundle it home. 
Mr. DeWinp. Mr. Reporter, would vou read back what Mr. Olsor 


1 1 
poor e other bundles ma dlocuments he had at home‘ 


The record was read by the reporter as folloy 


Mr. DeW » Wher ere these files, Mr. Olson 

Mr. Ov N. These es were originally at 148 Liberty Street, and the t was 
ked up on Thursday or Friday, the 24th, I believe, and brought to my home 
Mr. DEWINpD. Are these all of the files that were brought to your home? 

Mr. O1son. No There are a couple of more files in regard to—like the En 


; 


erald Association, and other places, which I didn’t have time to get to even 

Mr. DeWinp. What are the other things that you haven't had time 
to wet to? j 

Mr. Q)LSON. To look in the wastebasket. But I looked at this- - 

Mr. DeWinp. Do you keep your files in the wastepaper basket ¢ 

Mr. Orson. I think I brought everything that was necessary, so far 
as this subpena here, that related—— 

Mr. DeWinp. I understand what you think you did, but Tam asking 
you, have you looked at your other documents and records at home 
tosee what isinthem? And I think that you said “No.” 

Mr. Orson. Just superficially, like a wastepaper basket with towels 
in it, and I don’t know whether there might be some letters that are 
stuffed down there, 
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Mr. DeWrnp. What are the “couple of other files” that 5 
ferred to, other than Emerald ¢ 
Mr. Outson. Pictures. 
Mr. DeWrinp. Are they files? 
Vir. OLSON. There sa file. nothing to do w th the Alcohol lax | 
Mr. DeWinp. Were they maintained at the Alcohol Tax Unit! 
Mr. Ouson. Yes, sir: various pictures of various dinners. 
Mr. DeWrnp. Thev are covered by the subpena, are they not‘ 
Mr. Orson. I dont see 
Vir. DeWIND. All doewm ents and files, it says, ma tained by vo 
for vou during the period ye were alcohol tax pervisor, eithe 
the oflices or elsewher 
Mr. Otsonx. “Or wl vere maintained elsewhere, but related 
e ollicial duties 
Vy De Winn These were not maimtained elsewhe 4 
Lhese were ma tit ( ! the office. 
Mr. OLSON Yes, ! lL am not try ne to evaue vthineg 
Mr. Dh Winn. I would suggest it might be appropriate that Vy 
(ison e given the Opportunity to absolve himself Pron pres 
situation by producing these books and reeords today, luding thos 
n his accountant’s possession I referred to, v hh al 
mportant. 
Mr. Kine. Is it possible for you to do that, Mr. O1 
Mr. Orson. It would be pretty hard, Mr. Chairman. About e 
accountants, now. ‘They served a subpena, Mr. Chairman, and 1 
mitist Ome aate | it that is supposed To be ret ! e and J 
veie fe thes ive everything here I nit e hy ] 
myn tole dla oreave the roo } i i I] 
Leet tanta ' ( vou get the ( 
Mir. Kane Lecce l \ i ordel € 
\] () 2 ili f ‘ ‘ it ‘ 
i t ¢ NH at other maternal pre 
( ( ( ecord d ' ( ' 
‘ presel committee a wt ‘ , 
Mir. Otson. La the accounta pr vy. 1 ne 
Waiting Tor tl was ret ( 
is gi t v oks and record 
\I DeW Phe rnab \I Se) 
ber 10 
Mir. Iie \ Mir. Olso I yw , oo 
ephone and instruct ir accountant to mediately produce the 
oO tot ommittee that re called fo the subpena; that is, 
yore i> e ha ) vou wll records of oul » re eq 


mediately. Can you get « 
Mr. OLSON. Iwill eall1 oht out nthe other room. 

Mr. KING. Lhe subcommittee wv ll be hnrece foro mi ites 
(Short recess, ) 


Mr. Kine. The subcommittee is now in order 


Mr. Sarrter. Mr. Chairman, to clarify the record, may 1 be per 


] ’ 
niitted to make a short statement nh Nnection ¥v e requ 
counsel ¢ 


\Ir. IK iNe ' Pro eed. 
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Mr. Svrrier. I spoke with Mr. Richard I. Mann, of Fred Landau & 
Co... thre iccountants Tol Nir. Olson. who adv secl me that he Wits serve | 
With, I helleve vesterday. i subpena to produ ean state ind Federal 


neome-tax returns of Mr. Olson together with all work sheets and ac- 
companving aata. And pursuant to that subpe i he turned over to 


a Mr. Reilly vesterday at 2:50 p.m. Federal income-tax returns from 
P46 to 1.0, ciusive. Lle informed me that Mr. Reilly requested Tie 


return for the vear 1945. and Mr. Mann advised him that up until that 
point he hadn’t been able to find it in the office: and Mr. Mann informed 


( t i 

me that Mr. Landau personally handled Mr. Olson’s returns, and 
not familiar with the filing svstem and did not know where the 

ork sheets were. and he informed Mr. Landau of this: and M 
Landau. who 1 Albanv. and who he expects to hear trom today. 
\ ly 1M f} |] VW ere this ey ork ‘ 

‘ i? } ‘ |  ¢ rlies yw byl y! 1 
Viv. De Wis \ e othe es, except for the 


Mr. DeWis 


VIeos rrr AX oft Paras we are col erned., 
Mr. De Wrs I |} 


‘ ( Os] ‘ oft clon Tit my tile eve I ) y 
to transfers of property, all of that type of document had been turned 
ver to Mr. Landa 

And wv en were Those tf l ed over to him. sir 

NI ~ Onson, Att e time they would be executed, or ven 1) \ 
Most of the time it would be everv couple of months, somebody woul 
come Gown and go through my records, 

Mir. DeWinp. It would seem to me there can be little doubt. in the 
filing system of that office, those files are readily identifiable, and it 
oes hol eed MM Landau presence fo. i file clerk to @o and ’ the 


\} ‘e, Ltd Vii DeWind. we are rrreenble to havine the ror 


ciuced, ‘ ( or te fanvoody not to produce them. 











Vir. DeWinp. Me. ¢ rh _] suevest we proce 


| Vt ee whretiie se Ties ae it 
Vir. Kine. Very well Proceed 
Vir. DeWinp. Mr. Cl man. bed | eed. mc 
ral ow that att Me. Olse thy 


} 


Vir. Olson. vestet covel 


Me. DeWrxp. Now. Lb ‘ uerust 23. whi . _ 


Mr. Onsox, As far as I remember, t] ne 
Mr. DeWinp. Now, Mr. Olson, that: seemed, 


funiilial thi Viee pre if CS rinting hice Ss. TO be a baa 

l i] | ot re l i ( tory ~ { } a? ‘ = 3 ‘ 
; ' 

high rate o ( ephone ca 


{ til here vest ivi ( mons Vii ‘ e peopl ] 
nded more like a 6, ort ory mm two tele ore ili> 
Wo ad Vou agrees i! \lr. . An ele’ descrip ot we , wet es 
= i 
would be cvenerally " ented to Ly yorth more ‘ piyr me ) , . , 


telep one calls ¢ 
No response, ) 
Mr. DeWixp. Well. if vou have a ficultv with that question, let 1 

rephrase i Do vou teel that two telephone ca it SoO.000 aplece 
Oe musual ? 

Vir. Orso~. Mr. DeWind, I think the question is untan 

Vr. DeWinp. Well, now, ts it unfair, Mr. Olson’ In ta 


\ j 
i 


that the entire activity, as vou have deseribed it, that ve nalertor 
for the American Lithofold ¢ 

Vir. OLson. That is all that | remember 

Mr. DeWinp. That is all, so it works out at $3,000 a telephone call 
for that venture that vou engaged in. IT am not drawing any con 


sions from that. but that is the story 

Nir. O1SON. That ts all TL remen ber, and I st ifed the facts as | re 
rlled them. 

Mr. DeWinp. Well, at that rate for telephone calls, a d vou sug 
vest tm iking some more ! 

Mir. Ouson., No. si 

Mr. DeWinp. Wel 


concerned about the story, and 


now, frat klv. Mr ()lson. we were somewhat 
it seemed to us, as | say, Inexperiel ceed 
-unustial. So that then we made some 


I such matters, to b > little 








f 
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investigation of the files of your old office, the Alcohol Tax Unit, 
with respect to some of these companies that Mr. Circele put on the 
list or said’ were on vour list, and we found in several of those com- 
panies there was a considerable history of charges of Alcohol Tax 
l nit violations. violations of law and regulations, which suggested 
that, as between Austin Nichols and Ruppert, well-known companies 
in the field, and these other companies, we might have found some 
explanation of possibly why you remembered Austin Nichols and 
Ruppert, and not the other companies. 

So after that, the committee deeided thes should hear your testi- 
mony with regard to this matter; but apparently the explanation 
that we had thought might be the explanation is not correct; is that 
right’ We had thought that possibly your ready recollection of 
Austin Nichols and Ruppert, and no recollection what ever of the 
other cohipahies Mr. Circele told us had been on your list. night 
conceivably be explained by the fact that they were smaller companies, 
several of them with a history of Alcohol Tax Unit law violations; 
but vou tell us that that is not the explanation at all¢ 

Mr. Onsox. Well, that is vour thought. 

Mr. DeWinp. That was our thought, but apparently you say we 
were wrong on that‘ 

Mr. Ousox. What date are you talking about / 

Mr. DeWixp. 1 am talking about after your appearance before 
our special counsel, Mr. Schachner, and Mr. Schapiro, our assistant 
counsel, where you repeated this story; and then we got Mr. Circele’s 
story, you see, and there we were with your story and Mr. Circele’s 
story in rather sharp conflict. And then we looked at some of the 
tiles of the Alcohol Tax Unit, and we thought possibly we had an 
explanation for the discrepancies in your stories. 

Mr. Ovson. What was the date of trouble of these people that you 
are refer) Ing to? 

Mr. DeWinp. Well. | was referring not to any specific date: I was 
referring to—— 

Mr. Otson. Arve you referring to the time that I was district super- 
Visor? 

Mr. DeWinp. Not specifically. I was referring to a history of 
Alcohol Tax Unit trouble. 

Mr. Outson. That is what your thought is. 

Mr. DeWinp. Then it occurred to us that you had been in the liquor 
business yourself, vou see, and you-— 

Mr. Otson. In the wine business. 

Mr. DeWinxp. The wine business—and you might possibly have some 
knowledge of the field, and conceivably that was the explanation. 

Well, now vou say none of these people had any trouble while they 
were under your jurisdiction ¢ 

Mr. Onson. Not that I remember. 

Mr. DeWinp. Well. vou would know, would you not / 

Mr. Ouson. Well. I have 60.000 people there, permittees, 

Mr. DeWinp. Lf companies in whom friends of 15 years’ standing 
were involved in trouble, you would certainly know about it, would vou 
not / : , 

Mr. Orson. If Ll remembered that. L would remember it, but T do not 
recall it. of any trouble. 
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Mr. DeWinp. Lf vou remembered it, you would remember it / 

Mr. Orson. I don't recall any trouble. 

Mr. DeWinp. Then yesterday when you told your story again to 
the commiuttee, you repeated the statement that. contrary to Mr. Cn 
cele’s testimony, vou cid not authorize the use OF Vour hame W ith these 
companies, al cb that, ndeed, Vou activities were contned to two tt 
phone lis: isthat right. in substance and effect / 

Mr. Onson. In substance, that is correct. 

Vir. Ly WIND. Now, you did. ndeed, say that Vou Kew These pe pri 
n several of these companies, and, in fact, you had known them rather 
well over a period of ley ve irs ¢ 

Mir. Onuson. Yes, sir. 

Mr. DeWinp. And in fact, vou knew them just as well and alm 
long as you had known the people at Austin Nichols and Ruppert tl 
vou felt free to contact / 

y Mir. Onson. About that length of time. 
Mie. DeWinp. And Mir. Circele Ssavs that. indeed, vou didi authoriz 


} } >] 


him to contact these othe! people, ot rather, Mr. Blaunet eave him i list 


»- 


which came from you; but of that you say that you knew tbsolutely 
nothing ¢ 

Mr. Orson. | don't know 

Mr. DeWinp. You have no explanation whatsoever of how M1 
Blauner might have prepared that list ¢ 

Mr. Orson. 1 do not remember. 

Mr. DeWinp. And told Mr. Circele that they were your prospective 
customers / 

Mr. Orson. I don't remember any such list. 

Mir. De WUNb. Well. now, vou said that Mr. Nu { Was reallv thie 
man who did all of this 


correct ¢ 


Mr. Ouson. Yes, s 

Mr. DeWinp. Well, now, were these people in the liquor compat 
that you knew, that gave business to American Lithofold, were the) 
also friends of Mr. Nunan’s / 

Mr. OLSON. I assume So, 

Mr. DeWinp. You assume so: do vou know so? 

Mr. Ouson. Not part cul rly SO. 

Mr. DeWinp. But vou think so/ 

Mr. Otson. I think so 

Mr. Dy WHuINp. This is a out venture with joint fmends. is that 
right ¢ 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. A joint venture to do business with joint friends? 

Mr. Ouson. Not particularly friends, but any business we could get 

Mr. DeWinv. They turned out to be friends ¢ 

Well, now, as [ understood your story yesterday, vou added or made 
clear to me for the first time another feature. That was that when vor 
irst joined American Lithofold as a vice president, or rather, vou and 
Mr. Nunan joined as jyOINt vice presidents, for a period of time you 


work on lining 


rup these customers: Is it 


worked on a commission basis only, a period of some months, [think 
that you said about 6 months during 1948, or prior to February of 
1949: and during that period, of course. you did absolutely nothing, 
and not even two telephone calls: is that right ¢ 








| 
i 


es 
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Mir. OLSON, Well, I dont think that we« tie TO anys iwreement prior 
to the time, particular agreement, verbal agreement, prior to the time 
salary started, 
Mr. DeWinn. We 
me madehnite oral tvpe ot avreemenlt, OL &@ COMMLISSILOI basis ? 
r. Orson. L don't think 
c< 1) \\ Np. \- | understood, what Lhanpopne hect Was this: 1) krebn 


i, Vou were vice presidents, On a COMM SSLON DAsis 





iv of heh, Vou vot in touch Witt Mr. DBinuner,. vial Vou ili: 

i \\ he money | 

Mr. Orson. T dont remember anything 

. ' this s v. and 1) Mr N 

‘ ‘ ‘ | u tl us 

‘ ry . 

Mr. On SOON I substance. that = substantially rignt. 

Mi De Winp You elt at that time t it Vour acts Iles Taek been 
so substantial that a commission basis alone Was unsatisfactory, and 
Vou silOolick De Of i silarv. altho rh Vou produ edt bo busimess: > 

! right 


it rhs 
Vir. Otsow. Would vou repeat the questios 

Mr. DeWinxp. Let me rephrase it more simply. You had, over a 
period of several months, been a vice president of the concern, and you 
had ra oc not ohne tinger to do \ ything for the COMMPAny, bout nh 
eb ivy ol LSe4o) vou informect the president of the concern that that 
is too much work for the moheVv Vou are vetting ¢ 

Mr. Ouson. To never informed him that. and to the best of my 
recollect on mad as far as | iti concerned, | clot t bel eve thriuat | Wilts 
vice president, illeved Vice president, probably until January ol 
mavbe February of 1949. 

Mr. DeWixp. That is right. vou were not a vice president, and 
vou were just on a commission basis / 

, Vir. OLSON. lo the best of ni know ledve. 

Nir. DeW IND. | i i 

Do you know, in the year 1949, whether or not the American Litho 
fold Corp. showed vou and Mr. Nunan as the sole vice presidents. 
outs de of the top hiahnagement Lroup that had long been associated 
with the company ? 

Mr. Orso~. Do I know what ? 

Mr. DeWixp. Do you know that the company showed on its re 
ords that you and Mr. Nunan were the only vice presidents of thi 
company, except for Mr. Blauner anal perhaps one other person f 

Mr. Otson. [was never shown anything. 

Mr. DeWinp. You did not know that as a fact ? 

Mr. Otson. No: IT was never shown anything, even to this day. 

Mr. DeWinp. Mr. Chairman, for the record, at this time I would 
like to insert that we will propose to show later, by another witness, 
that Mr. Nunan and Mr. Olson were shown ly the COTMpAany as the 
sole vice presidents, with the exception of the active management 
group. 

There was a little confusion in my mind as to another matter, Mr. 
Olson. Do you recall making this statement, Mr. Olson: 

It came about the end of January. It doesn’t say, but IT think it was 1949, 
and Mr. Blauner called me up at home one night and said, “How are you get- 

along?” and I said, “It is too early to find out,” and © ssid 1 didn’t know 


ting 


= 
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vet. but I thought that Mr. Circele had seen Mr. Nunan, and M Circele was 


working on several of them But LT said, “This thing will probably take 6 or 7 
TIT ~ in my opiaion, and it may take longer, before you even start to do any 
bu ess f it means anythin und certainly | cant do eny of this business 
and T can’t do any running around getting this kind of business, and in my 
opinion Mr. Nunan is not going to,” and L said In the meantime, there is no 
el bet on 


/ 


Niv. Onson. Is that from Nis statement to Mr. Baur icel 
Me. DeWinp. No: I believe that is from your statement to Mr 
Schachner, our special counsel, 
Mir. OLSON. In substance. that s correct, 


View DeWiunpo (reading 


j | } a | We itl I ike re i \ { , 4 

tl ‘ ue Wi 1 said vi eve \ i} l \ Isieé 1 
> aatd how } it SLO00 a month And | 
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Mr. Ouson. T don't remember 
Mr. DeWinp. Well, ow, ese accounts were being developed, 
ere thev not. inthe vear 1949 
Mr. Otson. T assume thev were. Mine were the two phon ealls 
Mr. DEWiInbD. Now, t a fair conclusion, or let us state it is the 
nl w from this, that in 1949 you knew that 


i \ ONCIUISTON Votl cn cirri 
Ou Dad a poe rmterest 1 liquor contacts that were being developed 
by Mir. Circele under the jomnt Nunan-Olson agreement ¢ 
Nir. OLSON As fai I k rw, tie miuiaht have seen these other peo} le, 
Ir. DeWinp. My question [<n t it the only conclusion vou ea 
draw from this, that 1949 vou knew that you were L joint venture 
nvolving the solicitation of liquor companies 4 


Mir. OLSON Yes: but IT didn’t know who thes were, 
Mr. DEWIND. That made a difference / 
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Mr. Onson. I didn’t know, I assumed so, and I didn’t know, and I 


knew what I did. 

Mr. DeWinp. What did you do, sir? 

Mr. Orson. I called the two people. 

Mr. DeWinp. But you knew that you were participating in a joint 
venture involving solicitation of liquor companies, under your juris- 
diction, as early as 1949 

Mr. Orson. With no consent on my part. 

Mr. DeWinp. Now, Mr. Olson, did vou tell Mr. Nunan, “That must 
stop: I cannot participate”? 

Mr. Otson. I don’t recall saying that. 

Mr. DeWinp. You do not think so? 

Mr. Orson. I do not recall saying that. 

Mr. DeWrnp. Now, did you tell Mr. Baradel, when he interviewed 
vou on August 3, 1951: 

Well, I haven't any correspondence, but LT Know that during the first part 
of 1950, | was trying to find out where the commissions were coming from, and 
finally, I believe it was around about October, or December, L found out how 
they were arrived at, from Robert Blauner. Jr.. and that he had a Miss Taylor 
contact me, who was then going to carry on the business further, instead of 
veneral sales manager, and Miss Taylor wes 


Mr. Circele, who was no longer 
Nunan and myself: and it was only then 


going to handle the accounts for Mr 
that I found out who these various accounts were 
That is what you said ? 

Mr. Otson, ‘That is what IT said. 

Mr. DeWinp. Is that accurate / 

Mr. Otson. It was about December, or January, of 1950, or January 
of 1951, about: that is my recollection. 

Mr. DeWinxp. When did you resign as a vice president of American 
Lithofold ¢ 

Mr. Q)LSON, Well, if ] Was a2 vice pres dent, I definitely had resioned, 
I think it was June 21, of this vear. 

Mr. DeWInp. Well, ] thought we had succeeded in eliminating the 
doubt in your mind that you were a vice president, 

Mr. Otson. Well, it has never been doubtful in my mind—it has 
always been doubtful in my mind, because I never got any—the only 
thing I got to show that I was a vice president was business cards, 
calling cards, and I never got any notification from the corporation 
of it. 

Mr. DeWrinxv. You never got anything from American Lithofold 
in the way of notification, did you 4 

Mr. Ouson. No, sir: except checks. 

Mr. DeWIUNp. Just cheeks: and that was all that counted, of course, 

Mr. Ouson. Yes, sir. 

Mr. Keocu. You got that Form 1099, too. 

Mr. Orson. I got a Form 1099, informing me of the amount of 
money they paid me in 1949, and the amount of money that they paid 
me in 1950, and I filed according to that, on the income tax 

Mr. DeWinp. Then in 1949, you knew that there were liquor com 
panies involved in your joint venture, and in 1950 you knew which 
liquor companies they were, and in June of 1951 you resigned from 
whatever nebulous position you occupied / 

Mr. Onuson. I think it was in 1950, in December, that I knew the 


liquor concerns, 
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Mr. DeWixv. Who they were / 

Mr. Orson. More definitely, I knew in January of 1951, and I have 
not done any business with them since, in the vear of 1951. 

Mr. DeWInp. You resigned in June of 1951: is that correct ¢ 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. Now, didn't you say yesterday, in response to ques 
tioning bv Mr. Kean, that the oeeasion for your resignation was the 
fact that American Lithofold hac res eived sSoTne publicity in the pay} ers 
in June of 1951, and you felt on the whole it would be better to be out ‘ 

Mr. Obuson. That. in substance, Is correct. 

Mr. DeWrnp. So the reason for your resignation in 1951 had not! 
ing to do with liquor companies, but it had to do with the newspape! 
accounts of American Lithofold in St. Louis: is that right 

Mr. OLson. But | had nothing more to do with them since January 
of 1951 when I was apprised of the fact. [never received any mone) 
in 1MD1. 

Mr. DeWrnp. Had you told them you never wished to receive a 


commissions / 

Mr. Otson. [ never got any, and IT would not have taken it 

Mr. DeWinp. You were pretty shocked when you found out that 
there were | quor companies nthis jot venture v th vo 


Mr. Orson. Well. I was a litt! upset ibout it. 

Mr. Di WIND. It was a 6-month kind of shock: you le irned about it 
in December, and you acted in June; is that right ‘ 

Mr. Orson. I was a little upset about it, due to the fact that I rea 
lized, although I didn’t solicit them, that it would probably be embar 
russine. 

Mr. Ds WHuUND. You felt no more than just enbarrassme! { 

Mr. Ouson. Well, IT don't knovy ow else vou would explain it, M: 
DeWind. 

Mr. By WIND. Well. the emotion of embarrassme! | — 

Mr. Otson. I didn’t like it 

Mr. DeWinp. You did not like it / 

Mr. Ouson. No, sir. 

Mr. DeWinp. Away back 149, when vou heard that there were 
unidentified liquor companies in vour joint venture, the shock of that 
Wiis more b mrable. because that lasted for close to 2 vears 4 

Mr. Outson. I had nothing to do with it. Mr. DeWind 

Mr. Dy WHINpD. Except to recelve a share of the commissions tron 
the b ISINeSS, which is only a minor connection ¢ is that right ¢ 

Well, 1 think we now have the story summarized all right. 

Mr. Kine. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Olson, what was your understanding as to wlhiy the 
Lithofold Co. made you a vice president, and ina sense made you at 
employee ? 

Mr. Orson. T would say due to the fact of me being well known i 
the metropolitan area, they thought. of the people and friends 41 knew 
in the industrial world, that I could secure a number of pretty good 
contracts for them. 

Mr. Curris. Did they tell vou that ¢ 

Mr. Onson. They assumed that, and, well, they knew that [knew 
a lot of people. 

Mr. Curtis. Was it the understanding that vou were to render a 


SerVICes for them , 
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Mr. Orson. None whatever, except try to get accounts in the indus- 
trial, or any friends that I knew, or people. | 

Mr. Curtis. Did they say how you were to try? 

Mr. Otson. No. I told them that I would submit names, and they 
would have to have a salesman do it, because I would have no time 
to do it. 

Mr. CURTIS. And over how long a period did vou receive compen- 
sation from them ? 

Mr. Orson. From 1949, from February of 1949 until—S750 a 
month from February of 1949, March and April, and then in Decem- 
ber — that would be 1949-——and one check, I believe it is one check in 
December of 1950, It was 2 years, three checks. I think it was. 

Mr. Krocu. It was in April of 1949 that von went off the salary 
msis, that vou described vesterday as being a salary noninst com- 
ter ena j ; 

Mr. Orson. That is what I thought it was. 

Mr. Curtis. Then vou were on commissions when / 

Mr. Otson~. From then until 1950, the end of 1950. 

Mr. Curtts. What determined the amount of those commissions ? 

Mr. Orson. Ten percent, approximately. 

Mr. Curtis. Ten percent of what ? 

MIr. Orson. OF the gross. 

Mr. Curtis. Of the gross of what ? 

Mr. Orson~. Of the bill, T assume. 

Mr. Curtis. Well, the gross of whose bills? 

Mr. Orson. OF the purchaser. 

Mr. Curris. All purchasers inthe New York area / 

Mr. Otsox. Oh, no: only the accounts that you received, that you 
ontacted, and that vou got, 

\Ir CURTIS And then, for all of the commissions vou received, 


purelhasers were contacted to constnmim ite the sales of the eTross aniount 


that that 10 percent represented / 

Mr. Onson. Yes, sir. 

Viv (CURTIS And how mueh cid vou receive in commissions / 

Vir. Orson. T think it was around 83.400 in 1949. and about 82.400 

] Sd), 

Mr. Curtis. And how many different sales, or how many different 

ustomers would that involve / 

Mir. Ouson. Two, on my part. 

Mr. Curtis. Just two? 

Mr. Orson. On my part. 

Mr. Corris. Well. the gross of something over $6,000 in com- 
missions. 

Mr. Orson. A little under $6,000, 

Mr. Curris. Did those two companies buy $60,000 worth of print- 
vyar # 

Mir. Orso~. That, IT don’t know. 

Mir. Curtis. That is all, Mr. DeWind. 

Vr. Keoou. Mr. Chairman, I would like the record to note that at 
the conelusion of Mr. Curtis’ questions, I reminded Mr. Curtis that 
there was testimony vesterday of the joint arrangement between Mr. 
(Ison and Mr. Nunan for the division of the commissions. 
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Mr. Curtis. Now, in view of that, would it mean that there would 
have to be a gross sales of $120,000, then. in order to make uppronri 
mately $6,000 in commissions for Mr. Olson ¢ 

Mr. Ouson. Are you asking me, Mr. Congressman / 

Mr. Curris. Yes. 

Mr. Onsox. L wouldnt know. IT never did have an accounting fron 
the American Lithofold Corp., to the best of my knowledge. 

Mr. DeWinp. T think, Mr. Olson, that Mr. Curtis is saying vo 
had a 10 percent arrangement spht with Mr. Nunan, so you vot 


percent ea hosoth it vour Sow) represents wppror Ml ately S1TPOOOO of 


tiles. o1 td percent 
Mr. Ouson. LT would assume that that is what it would be 
Mr. DeWunp. May the record show that in the vear Pood. the 


})! nting business of American Lithofold ( orp... obtained Prov tlre 


Aust Nichols Co... amounted to SS74.S1l: and mm the ven ‘) 
1.76761 And sinaileatr nerures I respect of the Jacob I ppoel 
Dre Wery 0 iit Lid $f), 81 .Y48.253 : ie 1) LOoD0), S14. 14 1s. =4 I 


lnakes an approximate total of under S50,000, 

Mir. Curtis. The figure you read Would hot make Soll 

Mr. DeWinpb. Tt is considerably Jess, Tam sorry ft less tha 
S30.000 

Mr. Curtis. Well, now, during the time you were on commission 
Was that a commission for your sales only, or was that a divide 
COMIISSION 4 

Mr. Orson. It was forthe joint sales. Mr. Congressman 

Mr. Curtis. The Joint sales / 

Mir. Ouson In other words. 1f ] were to g 
ness. there would be SLO.000 due: Mr. Nunan would vet half of that 
And if IT did 820.000 worth of business, and Mr. Nunan did $80. 
worth of business. | would get 85.000 and he would @et $5,000. 

Mr. Curtis. Well, I notice in the testimony vesterday that the list 
that the other gentleman furnished did not prove very fruitful, an 


/ 


et SLOO.000 worth of bu 


do you know whether that is true or not 
Mr. Orson. T haven't seen the list. Mr. Congressman 
Mr. Curris. You do not know to whom the other sales were mai 
that would make up the difference in commission that you receives 
Mr. Onsow. except what TL heard through testimony here vesterday, 
or the questions. 
Mr. DeWinp. Mr. Olson. the answer to that last question, T think 


rht want to correct, Did vou not have detailed infornia 


that vou mig 
tion on the accounts as early as December of 19507 

Mr. Orson. Yes. sir, | think that vou are right, but T dont recal 
them. 

Mr. DeWunp. It is a fact. is it not. Mr. Olson, that vou never unde 
took totell either Mr. Nunan or Mr. Blauner or anybody else connected 
with the American Lithofold Co... Mr. Circele or anybody else, that 
they should under no account use vour name in connection with liquor 
CODPPAnLes 4 

Mr. Orson. T don't reeall that. 

Mr. DeWinp. Did you give them general authority to use your nam 
where it would do good / 

Mr. Ouson, No, sil 

Mr. DeEWinp. You did not / 

Mr. Orson. No. sin 
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Mr. DeWinv. How did you limit your authority, then ? 

Mr. Orson. I didn’t think it was necessary to use my name in con- 
nection with it, except where I would use it myself. 

Mr. DeWinp. Did you ever establish any industrial accounts for 
American Lithofold ? 

Mr. Orson. No, sir. 

Mr. DeWinp. So you never established any industrial accounts, and 
you did not specifically limit the authority to use your name—pardon 
me, you said there was no need to use your name; and what did you 
intend to do for American Lithofold ? 

Mr. Orson. Well, if I would meet anybody—— 

Mr. DeWrnp. If you what ¢ 

Mr. Otson. If I would meet different people, or officers of corpora 
tions, and they needed printing and it occurred to me, 1 would speak 
tothem, if they were in an industrial business. 

Mr. DeWinv. But your contacts were not such that vou ever met 
people in the industrial business ¢ 

Mr. Ouson. They were, but it just didn’t occur to me. 

Mr. DeWinp. But for the little problem that arose about bidding 
on Government contracts, for American Lithofold Corp. you would 
have gone on receiving this salary indefinitely; wouldn't you-—S750 
a month ? 

Mr. Otson. No, sir. 

Mr. DeWinv. Wasn't the reason for terminating that salary that 
they were going to bid on Government contracts / 

Mr. Onson. Yes, sir. 

Mr. DeWinp. And had you suggested, prior to that time, that they 
should terminate your salary because you weren't doing any work, or 
weren't meeting any industrialists that looked like printing buyers / 

Mr. Otson. No, sir. 

Mr. DeWrnp. I just do not understand what you felt your obliga- 
tion to American Lithofold was, and what they understood your 
agreement was, and I just do not understand it at all, Mr. Olson, and 
I venture to say that there are some other people who do not under- 
stand it. 

Yesterday there were some other questions, indicating that periods 
of inactivity can bring financial rewards. The chairman asked you 
some questions about your activity as head of the Alcohol Tax Unit, 
and TI believe you indicated that you might spend 2 or 3 hours during 
the day in your office, and the chairman said: 

Well, let me know a little bit about what you did during the 6 or 7 or 5 or 6 
hours a day that you were not in the office? 

And your answer was: 


Well, I wouldn't be in any particular place. I might have gone on home, or 
I might have gone up to the NYAC, or I might have watched a ball game for a 
couple of hours, or called them up and let them know where I am, or I might have 
done something like that—but I was always available—or gone to the Manhattan 
Club for a couple of hours. 


Was that the answer? 

Mr. Otson. Yes, sir. 

Mr. DeWinp. And elsewhere I think that you said that you held 
yourself in preparation to go out on Alcohol Tax raids. Isn’t that 
right ? 











INTERNAL KEVENUE INVESTIGATION 67 


Mr. Orson. We called upon 

Mr. DeWInp. Did you attend a lot of raids / 

MIv. Q)LSON. No. sir. 

Mr. DeWinp. None? 

Vir. OLSON. One. 

Mr. DeWinp. One raid / 

Mr. Ouson. Yes, sir. I wasn't at the raid. I was there after the 
raid. 

Mr. DeWinxvp. What is the contribution to the administration of 
the Aleohol Tax Unit that one makes at ball games or at the NYAC¢ 

Mr. Orson. I did my work when I had to do it, and I did every- 
thing that I had to do, and the record will show it. 

Mr. DeWinp. It is a pretty light job? 

Mr. Otson. It was very well run. 

Mr. DeWinp. By you? 

Mr. Otson. Yes, sir. 

Mr. DeWinp. Well, then, it is a light job, conceding your ability; 
a couple of hours a day is a light job¢ 

Mr. Orson. Well, some peo} le can take S hours to do 1 hour’s work, 
and other people 

Mr. DeWinp. But to make a concession for unusual ability, 2 hours 
is a light job? 

Mr. Ouson. And I had a wonderful organization to work with. 

Mr. DeWinv. But that was not your contribution ‘ 

Mr. Orson. It was under my supervision. 

Mr. Ly WInNp. I realize that, but what is the salary the Alcohol Tax 
Unit Supervisor receives ? 

Mr. Onson. I received, when I resigned, I think it was $9,400 a year. 
I think I started at S8S200, or the reeord will show that. or SS8.400. 

Mr. DeWrxp. What gave you the idea that that salary called for 2 
hours a day of work / 

Mr. Ouson. I did my work where it was necessary. 

Mr. DeWinp. Well, but I said: “What gave vou the idea thi salary 
ealled for Z hours of work ih 

Mr. Onson. I wasn’t assigned a time. 

Mr. DeWinp. Did not the employment regulations of the Bureau 
indicate you were to devote your undivided activities to your job? 

Mr. OLSON. Provided l could do other work. provided it didn’t 
nterfere with my official duties. 

Mr. DeWixp. Suppose you had put in 8 hours a day at the Alcohol 
Tax Unit; with the abilities you have demonstrated in 2, wouldn't 
the ability demonstrated in S have rejuvenated the service? 

Mr. Otson. I think that I would probably be very annoying to be 
around for that period of time, because I would be just butting in, 
because my men were so efficient they could do it. 

Mr. DeWinxp. Was that your view of the duty of that office: That, 
if the supery isor ison hand, he is butting in? 

Mr. Otson. No; T wouldn't say that, but I don’t know whet else I 
could do but sit around there: as far as I was concerned, I mean. 

Mir. DeWinp. Well. did you know anything about the activities of 
the office / 

Mir. Onson. [T knew about the activities so far as coordinating the 
permissive end of it, and the enforcement end of it, and the personnel, 
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Mr. DeWinp. Did you ever step into specific cases and direct how 
they should be handled ¢? 

Mr. Otson. Several times. 

Mr. DeWinp. What would lead you to that decision, as to partici- 
pating ¢ 

Mr. Otson. When the head of the Personnel Division, a man that 
had experience for over 32 years in the Unit, would have a problem 
that he couldn't solve, he would then take it up with me. 

Mr. DeWinn. Personnel / 

Mr. Otson. Yes. the Chief Administrator. 

Mr. DeWinp. I was referring to cases in the office. 

Mr. Orson. Tam getting to that. LT was just telling vou about the 
Chief of the Personnel. That is one of the three parts of the Aleohol 
Tax Unit. 

When the assistant supervisor in charge of the permits came to a 
problem that he could not decide for himself. he would then contact 
me and we would discuss it, and T would be the one who would give 
the decision. 

Mr. By WIND. How mueh, out of the 2 hours a dav, lial that occupy 4 

Mr. Orso~. When the chief or the assistant supervisor of the en- 
forcement agency would come to a problem, then he would speak 
tome, and T would in turn get in touch with the head attorney, and 
we would diseuss it, and we would then give the answer. 

Mr. DeWinxp. How did you decide which cases you would partici- 
pate in?’ Only when they came to you and said that? 

Mr. OLSON. Yes, Sir, and | don't recall . | Ay have one or two that 
I decided, but IT don’t reeall them. 

Mr. DeWinp. Well, now, do you recall a particular case in which 
you took an active part, involving the Gotham Wine & Liquors—is 
that the right name’ Itisthe Gotham Liquor Corp. 

Mr. Otson. T don’t reeall that. 

Mr. DeWinxp. Do vou know a man named Louis 1. Pokrass ¢ 

Mr. OLSON. Yes. 

Mr. DeWinxp. How long have vou known Mr. Pokrass / 

Mr. Orson. [should say about 5 vears, 2 or 3 vears. 

Mr. DeWinxp. Two or three years? 

Mr. Otson. Yes, sir. 

Mr. DeWinp. Now, when did vou first meet Mr. Pokrass ? 

Mr. Otson. IT met Mr. Pokrass at a social function. 

Mr. DeWinxp. Yes: and then? 

Mr. Orson. I should say about maybe 3 vears ago. 

Mr. DeWinp. Did you meet him just once at a social function? 

Mr. Ouson~. No: Lsaw hima few times after that. 

Mr. DeWinp. How many times ¢ 

Mr. OLSON, | should say around about SIX or seven times. 

Mr. DeWinp. When did you last see him ¢ 

Mr. Orson. 1 last saw Mr. Pokrass—I should say it was in Wash- 
ington. 

Mr. DeWinp. When / 

Mr. Otson. IT should say that was around in August. 

Mr. DeWinp. August of this year? 

Mr. Ouson. Yes. And I wasn’t with him; I spoke to him, and he 
was at luncheon. 
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Mr. De WInp. When clic you last see him before that / 

Mr. OLSON, I don't remember, but l Ihhiavine it would be 6 months. 

Mr. DeWtinp. What business is he in / 

Mr. Ortson. He is in the television business. 

Mr. DeWinp. Is that Tele King? 

Mr. Otson. Yes, sir. 

Mr. DeWinp. Do you ever talk with him about his business / 

Mr. Otson. Yes, sir. 

Mr. DeWinp. Now, Tele King—T-e-l-e K-i-n-g ? 

Mr. Ouson. Yes, sir. 

Mr. Dy Winp. Who} issociated mm that business with him, do you 
know / 

Mr. Ouson. Novsir. 1] believe his son: Lam not sure. 

Mr. DeWinp. Well, were you fanuliar with the testimony given 
at the Kefauver hearings that Mr. Frank Costello was in that busi 
ness with Mr. Pokrass / 

Mr. Ouson. L read it 

Mr. Di WIND. Was Mr. Poki iss Ih the Crothwam Liquor ( orp.! 

Vir. Otson. | don’t know, sir. 

Mr. DeWinp. Did Pokrass ever come to see you at the Alcohol Tax 
Unit ollice ¢ 

Mr. Onson. Not that | remember. 

Mr. Dy WIND. Do you remembet occasions when he came Nn and 
picked you up for lunch, and you went out together / 

Mr. Orson. No; LT think I picked him up for lunch. 

Mr. DeWinp. Are you familiar with the Gotham Liquor Corp. 
case before the Aleohol lax Unit ¢ 

Mr. Orson. What vear Is that / 

Mr. DeWinv. Well, are you familiar with the problems that sur 
rounded the issuance of a permit to Mr. Pok1 iss to engcave 1n the 
hasnt none 9 

Mr. Otson. What vear is that / 

Mr. DeWinp. That was prior to your becoming Alcohol Tax Super 
visor. al ad vou are not fam ] iv with that at all, and vou nevel heard 
of those difficulties ? 

Mr. Otson. No. sir: not that T remember. 

Mir 1) Winn. Well, what were your conversations with Mr. Pok 
rass about. about the Tele King business ? 

Mr. Orson. Just general 

Mr. DeWinp. Just eeneral. “How is business?” and “Television is 
wood” 

Mr. Orson. Just general. 

Mr. DeWinxnp. What did they do. produce television sets. or did 
Lhe sel] them ? . . 

Mr. Onson. T think that thev produced them, or manufactured 
Them 

Vin 1)) Winn. Did Vou evel lise iss with Mr. Pokrass or did he 
GIscHuss o1 bring up with vou the matter of possible distributorship 
for you for Tele King sets ? 

Mr. Onson. Yes: [ reeall that. 

Mr. Dre Winn. It vot 1 little more than venel il: t vot rather 
specific ? 

Mr. Otson. IT reeall that. now that vou mention that. 

Mr. DeWixp. What about this distributorship / 
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Mr. Orson. Well, at that time, and I think that that is about a year 
ago that I was trying to get through an organization for distributor- 
ship for exporting, and be the agent for the Tele King. 

Mr. DeWinv. When did this conversation take place / 

Mr. Otson. I would say about a year ago, and as recently as August 
8 or 9. 

Mr. DeWrnv. You never heard that Pokrass was a partner of Cos- 
tello in the Tele King Television Co. / 

Mr. Otson. Except what I read in the paper. 

Mr. DeWixp. When did you read that in the paper ? 

Mr. Orson. At the time of the Kefauver committee. 

Mr. DeWinp. Did you have any conversation with Mr. Pokrass 
about the matter after that ? 

Mr. Orson. No, sir. 

Mr. DeWinp. You have seen him pretty often: have you not / 

Mr. Onson. No, sir. 

Mr. DeWinxv. You have seen him at least twice; let us say that? 

Mr. Ouson. Oh, yes. 

Mr. DeWinp. But you never thought to bring up the matter of 
Tele King distributorships in those conversations ¢ 

Mr. Orson. I did. Isaid on August 8 or 9. 

Mr. DeWinpb. Of this year, you discussed it ? 

Mr. Onson. Yes, sir, just in general, and he was sitting at a table——— 

Mr. DeWinxp. You discussed again the possibility of your getting 
a distributorship ¢ 

Mr. Orson. I said I was resigning. as of August 24, at that time, 
because I understood that they wanted agents in South America, and 
that maybe a corporation could get the sales agency for distributing. 

Mr. DeWrnp. You weren't going to go to South America, were 
you! 

Mr. Otson. No. 

Mr. DeWinp. Now, you have no recollection whatsoever of the 
Gotham Liquor Corp’s. case, or any Gotham Liquor Corp. case pend- 
ing before the Aleohol Tax Unit when you were supervisor / 

Mr. Otson. No, sir; I haven't any recollection of it, to the best of 
my memory. 

Mr. DeWinp. Mr. Olson, are you familiar with the statutory 
requirements on forfeitures of permits of liquor concerns that are 
inactive ¢ 

Mr. Otson. No, sir. 

Mr. DeWinp. You are not familiar with that / 

Mr. Oxtson. No. That would be my head attorney in charge, who 
would advise me on that. 

Mr. DeWinp. It is not a matter of knowledge to you that the law 
requires that a period of inactivity of 2 years shall result in forfeiture 
of the permit ? 

Mr. Orson. I wouldn't know that, and I would ask that of my 
attorney in charge. 

Mr. DeWixp. Do you ever recall asking that of your attorney in 
charge / 

Mr. Orson. Tmay have; I don’t recall it. 

Mr. DeWinp. If you did, it made a small impression ? 

Mr. Ouson. I think it would have, because I don’t remember it. 
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Mr. DeWrnpv. Well, now, suppose vou had something to do with a 
case involving that question, would you not step in and learn about the 
applicable statutory law ? 

Mr. Oxson. If it came to my attention. 

Mr. DeWinp. If it came to your attention, you would have? 

Mr. Outsonx. There were a lot of things that didn’t come to my 
attention, 95 percent; it was just routine. 

Mr. DeWtnp. Just a minute. If a case like that came to your 
attention, Vou would, of course, learn of the Statutory situation, and 
direct that the statutory requirements be carried out ‘ 

Mr. Ouson. I think T would discuss it with my attorney in charge. 

Mr. Dy WINpb. You hevel recall that vou discussed that questiol 
with your attorney in charge / 

Mr. Otsox. I don’t remember. 

Mr. DeWinp. Who is your attorney in charge / 

Mr. Ouson. Mr. Renoe. 

Mr. Di WIND. Whiat is his first hhitnie : John Reno 

Mr. Orson. John; ves. 

Mr. DeWinp. If vou knew or suspected that such a case might 
have involved a partner of Frank Costello, would that have led you 
to take a sort of active interest in the case? 

Mr. Ouson. [ never knew of such a case. 

Mr. DeWinp. You never knew of such a case / 

Mr. Otson. Not in my memory; and if it was, it would have been 
immediately brought to my attention, or it should have. 

Mr. DeWrnp. You do not ever recall, do you, intervening personal]y 
in any case involving the forfeiture of a permit ¢ 

Mr. Orson, | don't re member any. 

Mr. DeWinp. If vou did intervene in any such case, it must have 
been a very rare case, indeed ¢/ 

Mr. Orson. It probably would be. 

Mr. DeWinp. There must have been some special aspect about the 
‘ase that would bring vou into it 

Mr. Orson. No: it would be brought to my attention. 

Mr. DeWinxp. Your attorney would have come to you and said, 
“Look, here sa big problem,” or your enforcement people would have 
come in and said. “Here is a big problem” ¢ 

Mr. Otson. Yes. 

Mr. DeWINp. They would not bother you with minor details 7 

Mr. Orson. No. sir. They should bring it to my attention. 

Mr. DeWinp. Does the Aleohol Tax Unit maintain any liaison 
with the New York State Liquor Control Board ? , 

Min Q)LSON, Very. very little. 

Mr. DeWinp. Very little / 

Vir. Onson. Very little 

Mr. DeWinp. The Unit does not ask for reports from the State 
hoard on appli ations for permits which are denied. let us Say 4 

Mr. ()p son, Very seldom. to mi know ledge. 

Mr. DeWinp. Why is there no such coordination. do you know / 

Mr. Otsox. I wouldn't know, specifically. , 

Mr. DeWinp. Was it a problem that never bothered you at all, in 
the conduct of vour office 7 

Mr. COLSON No: It nevel bothered hie 
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Mr. DeWinp. Maybe if you had spent hours instead of 2, that 
kind of prob lem could have come up in your mind. 

Mr. Chairman, we have been going for quite a while. I would like 
to continue with this after a short recess, if we could run through 
until, say, | o'clock. 

Mr. Kine. The subcommittee will be in recess for 10 minutes. 

(Short recess. ) 

Mr. IX iNe ‘ The subcommittee W ill how come to order. 

Mr. DeWinxp. May I just make a comment off the record, Mr. Chair 
reamnn 4 

( Discussion off the record.) 

Mr. King. If there are questions, Mr. Olson, of fact, 1 do not think 
that vou would have difficulty in answering them: but when you have 
a doubt, why, I believe, as counsel has suggested, it would be best that 
you indicate to me that you wish to consult with your counsel. 

(At this point, Representative Kean joined the subcommittee. 

Mr. DeWinp. Mr. Olson, vou first met Mr. Pokrass in 148; 1 ih ink 
that that isabout 3 vears ago. 

Mr. Ouson. 1 don’t think it is as long as that. It is between 2 and 3 
vears, | would say. 

Mr. DeWinp. Now, at that time, he initiated discussions with you 
about the Tele King distributorship; is that right ¢ 

Mr. Otson. No,sir: not at that time. 

Mr. DeWinp. When did that arise / 

Mr. Orson. T should say probably maybe a vear after. 

Mr. DeWinp. You had known him about a year when those diseus- 
sions came up? 

Mr. Orson. I should say about that time. 

Mr. DeWinxp. Did you initiate those with him, or did he initiate 
them with vou 4 

Mr. Otson. IT think that LT initiated it with him. 

Mr. DeWinxp. You went to him to seek a distributorship ? 

Mr. Otson. I did not goto him: we were having lunch. 

Mr. DeWrnp. You raised the question with him whether he would 
consider giving you a distributorship / 

Mr. Otson. Yes. 

Mr. DeWinp. And that would be in 1948 or 1949? 

Mr. Otson. About in there. 

Mr. DeWinp. Mr. Chairman, at this time, I would like to excuse Mr. 
Olson for a moment, and call another witness. 

Mr. Kine. Mr. Olson, vou may step down, temporarily. 

Mr. DeWtnp. Iwill call Mr. James Wright. 

Mr. Chairman, at this point, may the record show that Mr. Kean 
has joined the session of the committee ? 

Mr. Kine. It isso ordered. 

Mr. Wright, raise your right hand. 

Do vou swear the testimony you are about to give to this committee 
will be the truth, the whole truth, and nothing but the truth, so help 


vou God ? 


Mr. Wrienr. Ido. 
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TESTIMONY OF JAMES A. WRIGHT, ASSISTANT SUPERVISOR (PER- 
MISSIVE) OF THE ALCOHOL TAX UNIT, BUREAU OF INTERNAL 


REVENUE, NEW YORK, N. Y. 


Mr. DeWino. Will you give your full name / 

Mr. Wricur. James A. Wright. 

Mr. DeWinp. Mr. Wright. are you employed by the Aleohol Ta 
Unit of the Bureau of Internal Revenue / 

Mir. Wricur. Yes, sir. 

Mr. DeWino. What is ve position / 

Mr. Wricur. | am assistant ipervisor, Pern ve. Alcohol ‘Tas 
Unit, 145 Liberty Street. 

Mr. DeWinp. How long have you occupied that office, Mr. Wi 

Mr. Wrient. Since about 1944. 

Mr. DeWrnpb. Prior to that time, were vou emploved by the B 
of Internal Revenue / , 

Mr. Wricur. Yes, sir. 

Mr. DeWinpb. In w t cuppa tv, Mr. Wright ¢ 

Mr. Wricur. I was chief inspector of the Alcohol Tax 1 : 
prior to being promoted to on stant upervisor, In the New Yor 
office: and, prior to that, I is e chi nspects ithe New Orles 
Alcohol Tax Unit District nd prior to that Dw 

ind Inspector mn the Baltimore district 

Mr. DeWinp. In 1946 and prior years, iS the pervisor of the 
Alcohol Tax Unit in New Y rk Dh Rhee 
Mr. Wrieur. Yes 

Mr. DeEWixb. When did Dr. Rhees res } 
Mr. Wrienr. Dr. R ( tired about the end of Septer +( 


Spectlol 


] evuess if was. and | ! (yf ! nat dute it was. lt Pe} 
tember, T think it w: S44 
Mr. DeWinp. T think that that right. Mr. W 
Upon Dr. Rhees’ resignation did you become act 
Mr. Wriegur. T becans ting supervisor from the « 
! t. the next dav aft ret rement date, t 
\\ pointed, and that 1 ometime the following .J 


Mr. DeWinp. Dr. Rhees full name was wlhiat / 
Mr. Wricur. Benjain Is first name: and t R. | | 
member what that stood for 
Mir. DeWinp 
Mr. Wricur. Yes: B eS W 
Mr. DeWinxp. Now, in January of 1947 did Mr. Olson become t 
supervisor ¢ ; 
Mr. Wricnur. T think JJ ntlary, sometime tbout the middle of Jay 
ary, LO47, 
Mr. DeWinpo. At that time, you resumed your position as head « 
Permissive / 
Mr. Wricnr. As assistant supervisor 
Mr. DeWinp. Now, could you please briefly describe the duties of 


the assistant supervisor in charge of the Permissive Section / 

Mr. Wrietr. The fant stipervisor inoa district hke this has 
SUpery ion of ill of thr Permissive eniplovees, all Ot thre CH plover 
’ thet aIVISIO ; ria thiat Visiol handles held Hspecllors of dealers 
who deal ! tleohwe DeVerneves, brie they ulso | t it 
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we know as the Audit Section for auditing, and reporting statistical 
data received from the monthly reports of the various dealers who 
are required to submit those reports; and we have charge of permits, 
issuing permits, and processing and investigating applications for 
permits; and we have a Tax Section and Inspection Section. We have 
numerous duties to perform in connection with collecting the revenue 
on taxable alcoholic beverages. 

Mr. DeWinp. Mr. Wright, in the conduct of that particular job, 
is one of the most important functions dealing with the applications 
for permits to engage in the liquor business ‘and dealing with mat- 
ters involving the revocation of those permits ? 

Mr. Wrieurr. That is one of the duties of that Section. 

Mr. DeWtnp. Those permits are the basic documents that entitle 
people to engage in the liquor business ¢ 

Mr. Wricnur. After the permits are issued, they are permitted to 
engage in the handling and distribution and production, and so forth, 
when the a is issued. 

Mr. DeWinp. Mr. Wright, vou are familiar with the provisions of 
section 204 (e) of title 27 of the United States Code, dealing with the 
revocation, suspension, and annulment of basic permits ? 

Mr. Wrieur. Relatively so. L would have to read it to see. 

Mr. DeWrnp. Let me read a portion of that section into the record : 

\ basic permit shall by order of the Secretary of the Treasury, after due 
notice and oppertunity for hearing to the permittee (1) be revoked or suspended 
for such period as the Seeretary of the Treasury deems appropriate if the 
Secretary finds that the permittee has wilfully vielated any of the conditions 
thereof: Provided, That for a tirst violation of the conditions thereof, the per 


mit shall be subject to suspension only; or (2) be revoked if the Secretary finds 
that the permittee has not engaged in the operations authorized by the permit for 
a period of more than two years. 

Now, I would like you to address vour attention, Mr. Wright, to the 
paragraph (2) of that section, which calls for the revocation of per- 
inits in cases where the permittee has not engaged in the operations 
iuthorized by . ie permit for a period of 2 years. Is that provision 
ustomarily and ordinarily rigorously enforced by the Alcohol Tax 
Unit? 

Mr. Wricirr, That is carried out, and we endeavor to carry that 
out Whenever we find that a permit has poroey issued, and by inspection 
or information coming to us, then we can prove that they have not 
operated within the 2 vears, or within 2 years, then we take action 
to either get the surrender of it volunt: wily or, If we are unable to do 
that, we refer it tothe Legal Division of our Unit for action to revoke 
that permit. 

Mr. DeWinv. Do you know of any case during the period of your 
tenure in office, that the provisions of section 204 (e) relating to this 
2-year rule have not been enforced after the 2-year period has elapsed ¢ 

Mr. Wricur. Yes, I do. 

Mr. DeWinp. How many cases do you know of ¢ 

Mr. Wrigur. Just one; the one that is right here 

Mr. DeWrxp. And which ease is that, Mr. Wright? 

Mr. Wrieur. That is the permit issued to Gotham Liquor Corp. by 
cuir office, under date of March 17, 1947. 

Mr. DeWrnxp. Does that permit reveal who the principal stock 
holders of Gotham Liquor Corp. are? 
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Mr. Wrienr. It is in the supporting documents, 

Mr. DeWunp. In the supporting documents, can you tell who they 
were ¢ 

Mr. Wricur. The supporting documents will show. 

Louis I Pokrass is president of the corporation; and Sigmund 
Janus, Sr. is treasurer; and Jacob Gerstein is shown as secretary. 
And. now, that is at the time that the application was filed and the 
permit issued. 

Mr. DeWinp. What was the date of the filing of the application, 
Mr. Wright ¢ 

Mer. Wrieur. Pursuant to application dated December 15, 1946, that 
is When it was dated, the application was dated; and those documents 
were recerved hk Ou othee Mare h LY, wna this Ohe Is March LS. L944, 
it shows here. 

Mr. DeWinp. March 12, 1944? 

Mr. Wrieutr. Nov it is 1946. And the basic document that I just read 
from. which is the aflidavit supporting the original application, is 
dated November 8, L946. 

Mr. DeWinv. What is the date on the permit that was issued / 

Mr. Wrierr. ‘The permit was issued March 17, 1947, 

Mr. DeWinp. Is that 19477 

Mir. Wrieutr. Yes. 

Mr. DeWinp. March 17, 19477 

Mr. Wrieutr. Yes, sit 

Mr. DeWinp. At that time, Mr. Olson was district supervisor of the 
Alcohol Tax Unit / 

Mir. Wren Yes, si 

Ni Wy ricky ¥ look wattl record here, ray ] Say this: | ain read- 
ing froma superseding permit that was amended to change the address 
from the original address that they gave on their original application. 

Mr. DeWinp. What was the date of the original permit, Mr. Wright ¢ 

Mr. Wrieir. The original permit was issued November 21, 1946, 

Mr. DeWinp. November 21, 146. That is just prior to Mr. Olson’s 


taking ollice ¢ 


Mir. Wrieiur. Ye Phis is my signature, and [ issued this permit, 
the basic permit, the origmal basic permit; and Mar. Olson only is- 

led the permit stiperseading the one that I issued, which is the same 
with the exception of coanging trom one address to inother address. 

Mr. DeWinp. That wa fairly routine matter, was it / 

Mir. Wricut. That t rovtine matter that would not even be in 


tigated, when they ask for and submit an application to change 
rom one address to another address. 

Mr. DeWtnp. After the issuance of the permit in November of 
46, then the 2 veal period for the commencement of operations 


von kl expire in Nove miber of 1948. is that correct / 

Mir. Wrieit. IT think so. 

Mr. DeWrxp. Do you know, in the case of the Gotham Liquor 
( « a Ls whether the corp. ratio bevan activities prior to November of 
HE Da) 

Mr. Wrenn. Yes. IT know that by investigation reports, and it was 
due to the fact that they d dnt wet a State permit after LT issued the 
has permit, and they were unable to get a State permit, and they 
( ildn't operate. evel tho ol] thes had ow permit 
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Mr. DeWinv. Were there any problems involved in the issuance 
of the Federal permit i 

Mr. Wricur. You mean the original basic permit / 

Mr. DeWinp. Yes. 

Mr. Wrieur. Yes, there was a little complication there. 

Mr. Dt WIND. Could vou dlescribe what that complication was / 

Mr. Wrieur. May I look at my memorandum 4 

Mr. DeWinp. Yes, certainly. 

Mr. Wrienr. Shall T read them / 

Mr. DeWinp. Are they very lengthy ¢ 

Mr. Wrierr. A little bit. My notes on this memorandum is about 
a page anda little bit over. 

Mir. DeWrxp. Go ahead and read the page. 

Mr. Wrieir. This is dated November 7, 1946: 

At 4:10 p. m. Miss Cissel, secretary to Mr. Mealey, called me on the tele 
p! rhe 
Mr. DeWinxp. Who is Mr. Mealey / 
ir. Wrrairr. Mr. Mealev is our Deputy Commissioner in charge 
ot thre Alcohol lax Unit iT the Diuirent . 

Mr. DeWinn. Is that Carroll Mealey ‘ 

Mr. Wriciir. Yes, sir. 

Mer. DeWinp. The last name is M-e-a-l-e ve 

Mi Writ. Yes, I believe. o that. 

Mr. DeWinp. Thank vou. Excuse me for interrupting you. 


Mr. Wrienr (reading): 


M Viealey ed me on the telephone t said Mr. Mealey desired to speak 
oO. that is wro 
Miss Cis Seer’ to Mr. Mealey, « ‘ me on the telephone, and said M 
Menley desire to speak to me Mr. Menlev caine ¢ the telephone and stated 
thisat ‘ om o longer hold up the issuance of the Somerset permit Ile alse 
vised me that, “We believe that we do not have anything on Pokrass.” and that 
d Pokrass to contact me for e purpose of filing an appli on fo 
; iv that | should give this I son i 
lL inquired him if t it meant that the permits should be issued nel he stated 
that was what he meant I told him that I would take care of the matter 
under those circumstances, 
lnumediately after the telephone call was completed, T inimiediately issembled 
Messrs. MeNally, Renoe, and Dunigan, for the purpose of acquainting them with 
the instruetions received from the Bureau 
November S Louis Pokrass culled and spoke to Mr. Wright on the phone at 12 
neon, and an appointment was made for 2 o'clock in the afternoon, in accordance 
with the request of Mr. Pokrass 
Same day Mr. Gerstein called and asked to speak to Mr. Wright personally, 
and he informed Mr. Wright that Mr. Pokrass would not be able to make his ap 


pointment at 2 p.m 

Mr. DeWtxp. Excuse me. Was Mr. Gerstein a coowner of the busi 
ness with Mr. Pokrass ¢ 

Mr. Wricirr. Mr. Gerstein, if I remember correctly, was a lawyer 
for the firm. the lawver who prepared the apply ations, and Was an 
officer of the firm. 

Mr. DeWinp. Thank you. 

Mr. Writ. Of the corporation, ana I don’t remember whether he 
owned anv stock, and I would have to look back and see. 

Mr. DeWinp. That is G-e-r-s-t-e-i-n / 
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Mr. Wricur. Yes. Reading: 


Mr. Gerstein called and asked to speak to Mr. Wright personal! al forme 
Mr. Wright Mr. Pokrass would net be able to make his appointment at 2 | 
but would be there at 2 i Vir. W nt 1 ried him that this we 1 lv 
satisftactors 
Same da Messrs. Pokrass and Gerstein kept their appointment at 2 () 
Mr. Ret was called While appointment was for 2: 30, the 
‘ >»: J ) | iflice w | the |] <ub rt 
1) I es el tb | ] ts rv. \ 
\! \leN Wiis - ] 1, ‘ ‘ 
advised I iid th ippiicati I 
‘ riie hd | - 


I \i ‘} 
i Li ! mr. 2 | 
\ \] ‘ (y I l peerin 
‘ A ‘ t 
I ‘ 
} | ( \ 
‘ k ¥ Nove ‘ “ ) 
ter \ 
‘ \ 
il , t ‘ \\ | ~ al ake ‘ 
Mr. ¢ ?.. yh | ‘ 
\\ ! l ! i \l 
Hi I ‘ 
N t Z \ ( ‘ 
| ‘ yj ‘i ‘\ 
. . " 
Mr. DeWinp. M \\ wht, is that oa ibitl 2 
rind fr contert chou bnattel 


Nin Whig Ye . 
Mr. DeWinp. W in for making that cl T 
randum of what o d. beea of t ill vou | had from My 

Mealey prior to the making of the investigation 

Vir. Wrigitt Phat right. 

Mr. DeWinp. That is, Mr. Mealev called and asked the : e of 
we permit, before the investigation of Mh Pokra na Oc late 
id been made ¢ 

Mr. VW RIGIUL, How S that question ¢ 

Mr. DeWrnp. That is, Mr. Mealey called you and asked that the 
ermiut be issued, prior to the maki v of the lnvestigation ¢ 

Mr. Wrigir. Yes, sir. 

Mr. DeWinpn. Now, thereafter, you said that New York State re 
fused to issue a permit ¢ 

Mr. Wrienr. I don't know whether it refused to do it. Thev were 
hot able to vet a permit 

Mr. DeWinp. They were not able to get a permit 4 

Mr. Wricur. That is right. 

Mr. DeWixp. Do you know on what grounds they were not able to 


get a permit ‘ 
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Mr. Wrigur. I don’t know. 

Mr. DeWinv. Now, the 2-year period which expired in November 
of 1948, that expired without the Gotham Corp. being able to engage 
in the business; is that correct / 

Mr. Wrieur. They did not engage in the business for a period of 2 
vears, and I don’t believe that they have ever engaged in the liquor 
Lusiness since that permit was issued, 

Mr. DeWinb. Now, at the expiration of the 2-year period, what 
happened ¢ 

Mr. Wrienr. At the expiration of the 2-year period, it would come 
up for voluntary surrender by request from our office, or if they failed 
to do that, we would issue citations for contemplated annulment. 

Mr. DeWinxp. Was that done in this case ¢ 

Mr. Wrienr. No, sir. 

Mr. DeWrxp. Can you tell me why it was not done ‘ 

Mr. Wricut. Well, I took the matter up with our supervisor, and 
he asked me to hold it in abeyance, and that he would let me know 
later, and we would take action when he let me know. 

Mr. DeWrnp. That was Mr. Olson ¢ 

Mr. Wrigur. That was Mr. Olson. 

Mr. DeWinpb. So, under his direction, you held the matter in abey- 
ance ¢ 

Mr. Wricurt. I am still holding it in abeyance. 

Mr. DeWinpv. You are still holding it in abeyance ? 

Mr. Wrieur. Yes, sir. 

Mr. DeWrxp. Did von ever hear anything more about the revoca- 
tion of that permit? 

Mr. Wricur. No, I haven't. 

Mr. DeWinv. Mr. Wright, do you know of any other ease in which 
revocation of a permit under this situation, or a comparable situation, 
was not acted upon ? 

Mr. Wrienr. No, I can’t recall one now. 

Mr. DeWrxp. The failure to revoke that permit, Mr. Wright, was 
« direct failure to comply with the provisions of section 204 (e) of 
title 27 of the code? 

Mr. Wricur. Yes, sir. 

Mr. DeWinxp. And Mr. Olson gave you the instructions not to set 
at work the machinery for the revocation of the permit? 

Mr. Wricur. He told me to not institute any further action until 
he let me know. 

Mr. DeWrnp. Well, is it a fair statement that Mr. Olson gave in- 
structions for you to violate the law ¢ 

Mr. Wricur. Well, I don’t think [ would put it that way. May I 
just stick to my original statement of what he told me? 

Mr. DeWinp. Yes, certainly. 

Now, Mr. Wright, prior to this time, had Mr. Louis Pokrass been 


denied the issuance of liquor permits which he had applied for under 


various hamies / 


Mr. Wrienr. Yes, I think so. 

Mr. DeWInp. Do you remember whether several permits had been 
denied ¢ 

Mr. Wrieur. | believe. just thinking out loud, I believe that one 
of them that he and his wife submitted, IT believe was denied, and I 


heleve — 
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Mr. DeWinv. Was that Central Liquors / 

Mr. Wrient. I believe it was, and I don’t have the record. and I 
didn’t bring that record. 

Mr. DeWINp. Was there another Fau mont Co. that he Was involved 
with ¢ 

Mr. Wrieut. | believe sone of them were Withdrawn. Ile at- 
tempted, after revocation of his other permit. he attempted to vet 
back in under different corporate <eT ps, but some oft those were 
withdrawn when he found that ndverse action Was ce templated by 
our office. , 

Mr. DeWINb. So that an eXamination of the tiles of the Aleohol 
Tax Unit with respect to Mr. Louis 1. Pokrass would have revealed a 


past history of denial of perniit applicat ons, and withdrawal of i} 
plications under threat of denial é 

Mr. Wrigur. That is right. 

Mr. DeWinp. I assume that there were inspection reports sustain 
ing the denial of those / 

Mr. Wricrr. Investigative reports made by inspectors my D 
SION. 

Mr. DeWinp. Mr. Wright, thank you very much, indeed 

Phat is all the questions i have to ask. There mav be one or two 


colnmilttee members who have questiol Ss. 

Mr. Ct KTS. Whit value San unused Isk perhniit ¢ 

Mr. Wrieur. An unused basic permit, from my point of view, if 
it is not being used, I wouldn't know of su V\ ile 

Mr. Curtis. It is not transferable / 

Mr. Wrigut. It is not tr insferable: ho, 

Mr. Currts. Why do the holders resist having it canceled 4 Is it 
nthe hopes that they W il] make the erade ? 

Mr. \\ KiGHtT, Ih Lhe hopes, sometimes there ire Various reasons, 
and sometimes they hope tO Thaybe vet another ac lress, that some 
thing has happened after the permit is issued, and they have to get out 
of the address where they are, ind thes would lke to hold tha 
they could vet ahbother business 

Mr. Curtis. Its only value is to the holder who has an expectation 
of sometimes using it / 

Mr. Wricur. Yes, sir. 

Mr. Curtis. And it runs indefinitely ¢ 

Mr. Wricur. An unused permit / 

Mr. Curris. A basic permit, I mean. 

Mr. Wrigur. Only 2 years, if they are not in operation. 

Myr. Curris. But if it is not canceled, I mean. one that is active, Is 

iat running indefinitely, or are they for stated lengths of time ¢ 

Mr. Wricut. If they ire not active, we have to, at the end of Z 
vears, take action to revoke it. 

Mr. Curtis. But if they are active, then they run indefinitely ? 

Mr. Wricgur. Yes: under those conditions. 

Mr. Curris. So to that extent, it is a valuable property right of the 
older, if he expects toeve niually use it 

Mr. Wrigur. That is right. 

Mr. DeWinv. Could [interrupt you for just a moment / 
\long that very line, Mr. Wright, isn’t it true that under the stat 


rrounds for denial of 


provis ons goveri perniits., that the 


ince Of an pert rt rreat deal broader than the o ret 
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for revocation ofa permit, So that once a permit is issued, it is More 
difficult to revoke the permit than it is to deny the issuance of a new 
permit ? 

Mr. Wrieur. T think that I have found that to be true, because in 
that way you are subject to review by the cireuit court, and then up 
und down the line, and vou would have to have suflicient evidence to 
even stand up in the cireuit court of appeals or even the Supreme 
Court, as far as that is concerned. 

Mr. DeWinxp. Under Mr. Pokrass’ condition, where he had had con 
siderable difli ulty vetting permits before, the holding onto this pel 
mit, if he ever expected to vet into the hquor business, assumed some 
magnitucle / 

Mr. Wricirr. Yes. because of his past record of revocations. 

Mr. DeWinp. Thank vou, Mr. Wright, if that is all. 

Mr. King. You may step down, Mr. Wright. 


The conunittee wishes TO thank vou for eiving = the information 


that you have given us. . 

We will recess until 2:50 this afternoon, 

(Whereupon, at 1 p. m.. a recess was taken until 2:50 p.m, of t 
Sariie cay. ) 

AFTER RECESS 

Mr. Kine. The subconimiittee will now come to orc 

Mr. Olson, would you take the stand, please ¢ 
TESTIMONY OF JAMES B. E. OLSON, DOUGLASTON, LONG ISLAND, 

N. Y., ACCOMPANIED BY MORTIMER SATTLER, BROOKLYN, N. Y., 

COUNSEL TO MR. OLSON—Resumed 

Mr. DeWinxp. Mr. Olson. as Mr. Wright's testimony before t! 
recess brought out, during a period of 2 or 5 vears while Vou nego 
tinted fora distributorship from the Pokrass-Costello television hrm, 
vou were In 2 position where you could have. and of course should 
have. }) eked up Mr. Pokrass’ liquor permit: Is that rieht 4 


Mir. Chairman, I wish to note for the record that Mr. Sattler sug 
sted an answer to Mr. Olson without being requested by Mr, Olson 


for anv comment. 

Mr. Sarrier. I should like to answer that, and I think that I should 
havea right to answer it. 

Mr. Kine. You have that right. 

Mr. DeWinp. May I interpose, before Mr. Sattler continues / i 

Mr. Sarrier. That is not true. 

Mr. Kine. Let the counsel proceed, Mr. Sattler, and vou can con 
tinue later. 

Mr. DeWinp. I asked the question, and Mr. Sattler leaned for 
ward and said something to the witness, without the witness in any 
way indicating he wished advice, and that is specifically against the 


instruction from the Chair made this morning. nN 
Mr. Sarruer. I will tell the chairman exactly what [ said to Mr. 
Olson. I said to Mr. Olson, “Ask the chairman for permission to 
consult with counsel.” 
t] 


Mr. Kine. Very well. Consult with counsel, Mr. Olson. 
Mr. Orson. Thank vou. 
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(Mr. Olson consulted with Mr. Sattler. ) 
Mr. Q()LSON. What Is the question ¢ 
(The pending question was read by the reporter as follows :) 


Mr. Olson, as Mr. Wright's testimony before the recess brought out, during 
a period of 2 or 3 years while you negotiated for a distributorship frour the 
Pokrass-Costello television firm, you were in a position where you could have 
and of course should have, picked up Mr. Pokrass’ liquor permit, is that 
right * 

Mr. Otson. I can’t answer it in that form. If vou would make 

more simple, Mr. DeWind. 

Mr. King. Simplify the question 

Mr. DeWinp. Is it not a fact. Mr. Olson. that on ind after No 
vember 21, 1948. you conducted negotiations for a Tele King di- 
1! butorship 4 

Mr. Otson. After 

Mr. DeWinn. After November of 1948. and continume until Au 
gust of 1951, vou had periodic discussions with Mr. Pokrass in w 
you were soliciting ti dtist! butorship 4 

Mr. Q)LSON. About the end of 1949. 

Mr. DeWinp. What do vou mean, “about the end of 1949 ¢° 

Mr. Orson. Just what T said, Mr. DeWind. 

Mr. DeWinxp. About the end of 1949. what ? 

Mr. Orson. The vear 

Mr. DeWinp. What happel ed about the end of 19494 

Mr. OLSON. We were dis lissing regarding that. 

Mr. DeWinpn. Is that when vou began the discussions / 

Mr. Oison. About that tine ae) the best oft mi recollection 

Mr DeWinp And thos LiScuSSTONS continued periodically intil 
as late as Angust of L951 / 

Mr. Otson. No. su 

Mr. DeWinxp. Didn't you say before lunch you had discussions in 


August of 1951 about the same subject / 

Mr. Orson. Yes, su 

Mr. DeWinp. And didn’t vou say vou diseussed it between. on 
several occasions, with Mr. Pokrass ’ 

Mr. Ouson. No, sir: not to the best of my recollection. T didn't 


Mr. DeWinp. How often did vou diseuss it ? 

Mr. Otson. Twice. 

Mr. DeWinp. Whe is that ? 

Mr. Orson. About the end of 1949. once: and the other time. in 
August of LDQo 1. 

Mr. DeWixp. Was that one meeting 

Mr. ( yy SON, Two meetings. 

Mr. DeWixp. One conference, though, in November of 1949? 

\Ir. OLson. About the end of 1949, ] would Say. 

Mr. DeWixp. You sat down just for one conference ? 

Mr. Otson. Not on that part cular thing. We 
latter came up. 

Mr. DeWinp. It was never mentioned again ? 

Mr. Orson. Not to the best of my knowledge: never 

Mr. DeWinp. Now, at that time that vou raised with Mr. Pokrass 
the possibility of getting a distributorship, is it not a fact you could 
he Pokrass permit ¢ ; 


have i! } should have revoked t 








&2 INTERNAL REVENUE INVESTIGATION 


Mr. Orson. I didn’t know he had applied under the name of 
Pokrass for a permit. 

Mr. DeWrnp. All I said was that you could have and should have 
been lifting his permit. 

Mr. Otson. I didn’t know it. 

Mr. DeWrnp. Despite the fact that vou had instructed Mr. Wright 
not to take up the permit until he heard from you? 

Mr. Orson. I never instructed Mr. Wright not to pick up Mr. 
Pokrass’ permit, because I never knew he had one. 

Mr. DeWinv. Well, had you instructed Mr. Wright not to pick up 
the Gotham Liquor Corp. permit ¢ 

Mr. Orson. Yes, sir. 

Mr. DeWtnp. Were those instructions in violation of law? 

Mr. Orson. No, sir. 

Mr. DeWinv. Were they not ¢ 

Mr. Otson. No, sir. 

Mr. DeWinxv. Why not ? 

Mr. Otson. Not to the best of my knowledge. 

Mr. DeWinv. Well, you heard the statutory provision read here 
this morning, which vou said vou were unfamiliar with. 

Mr. Orson. It doesn’t mean at 2 vears you have to do it at the next 
moment. 

Mr. DeW inv. Two years later? 

Mr. Orson. I wouldn't know. 

Mr. DeWinv. Well, now, how long do you think ¢ 

Mr. Orson. It doesn’t cease at midnight of 2 years. 

Mr. DeWtixpv. How long do you think that you wait: for a vear? 

Mr. Orson. It might be. 

Mr. DeWix». ‘Two years? 

Mr. Otson. I wouldn't say it should be probably as long as that. 

Mr. DeWinp. How do you make up your mind how long you are 
going to wait ¢ 

Mr. Orson. Well, if it was brought to my attention, it probably 
would be certainly less than a year. 

Mr. DeWinp. Did you ever pick up the permit ? 

Mr. Otson. Not to my knowledge, it was never. 

Mr. DeWrxp. Did you not instruct Mr. Wright not to pick up the 
permit until you told him to! 

Mr. Ouson. Yes, sir. 

Mr. DeWinv. Thank you. 

Mr. Orson. But not with Mr, Pokrass. I never knew that that 
was the man. 

Mr. DeWinp. All right, Mr. Olson, when you issued those instruec- 
tions, had you looked in the file at the case ‘ 

Mr. Orson. Thank you for asking me that. Yes, sir; I definitely 
looked at the file, and T asked for the file. 

Mr. DeWinv. Did the file reveal that Mr. Pokrass was interested ? 

Mr. Otson. I never noticed it, and I saw Gotham, and I read the 
memorandum from Mr. Deputy Commissioner, who was my superior 
officer 

Mr. DeWinp. Did you read the investigative report in the case? 

Mr. Orson. No, sir; I read the memorandum from the Deputy Com- 
missioner, who was my boss, 
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Mr. DeWinp. Are you saying that you were under instructions from 
your boss not to pick up this permit ¢ 

Mr. Orson. No, sir: I read the memorandum, and then I acted 
further. 

Mr. DeWinxp. But you didn’t look at the investigative report ‘ 

Mr. Ontson. No, sir. 

Mr. DeWinxp. Did vou consult with the people in your office / 
Didn't you call in your attorney and your head of your Permissive 
Section, the way you said you do in these cases ? 

Mr. Orson. Not that I specifically recall. 

Mr. Dy WIND. You didn't even look far enough in this file to see 
that Louis Pokrass was the owner ¢ 

Mr. OLSON. l never, 

Mr. DeWinxp. You never spoke with anybody in your office to find 
out what the situation was, and you never looked at the investigative 
report ¢ 

Mr. Ouson. I read the memorandum, Mr. Wright, and I read the 
memorandum where MeNally, and so forth, and Pokrass meant noth 
ing to me, and I didn’t even know the man, and it was just a name 
like Brown and Smith. and I never knew the man. Gotham is what 
I knew. 

Mr. DeWinv. Mr. Olson—— 

Mr. Orson. And the memorandum from the Deputy Commissioner. 

Mr. DeWinp. Mr. Olson. there is in the file in this case a memoran 
dum addressed to you, dated May 27, 1948, informing you that the 
Gotham Liquor Corp. had been denied a liquor permit by New York 
State, advising you that Louis I. Pokrass was inte rested in the cor 
cern, and that he was represented by Mr. Gerstein, and said that 
in view of the de rogato ry information obtained from the State Liquor Authority 

nd that the permittee has not engaged in the operations anthorized by the pe 
weet since their issuance, it is recommended that if the operations are not begu 
by November 21, 148, the appropriate action be taken to have the permits 
revoked 

Now. do you say von never heard of it / 

Mr. Orsox. Who signed that / 

Mr. DeWinp. D. Morrison, Inspector. 

Now, do you know _ Joseph Applebaum / 

Mr. ()LSON, y es. s 

Mr. DeEWIUNp. ~ deo lone have you known him / 

Mr. Orson. I should say I have known him probably since 193s, 
to the best of my recollection, or 1939, or something in there. 

Mr. DeWinxp. How did you come to meet Mr. Applebaum / 

Mr. Onson. That. I wouldn't know, Mr. DeWind. I know about 
20,000 people, and T meet them all over, and I ama friendly fellow. 

Mr. DeWinp. You are very well acquainted. 

Mr. Oxson. I am introduced all over, and I meet them and I like 
them. 

Mr. DeWinp. Well, Mr. Applebaum should have a place of pan 
ticular affection for you, should he not, in view of your later associa 
tion ? 

Mr. Orson. He is a fine man. 

Mr. DeWrnp. But you do not recall the oceasion of your meeting 
him ? 








4 
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Mr. Ousonx. No. It must have been at some lunch or some dinner or 
some affair. 

Mr. DeW inp. Did you get to know Mr. Applebaum after that, very 
well? 

Mr. Orson. I knew him quite well. 

Mr. DeWtnxp. How soon did vou get to know him quite well ? 

Mr. Orson. [should say within probably 6 or 7 months. 

Mr. DeWrnp. How did you get to know him quite well ? 

Mr. Orsox. IT would see him probably for lunch, and T knew him 
and T saw him maybe a couple of times or two or three times a year 
socially, 

Mr. DeWinxp. Would he call you, and ask you to come to lunch? 

Mr. Orsonx. I don’t remember that. 

Mr. DeWinv. Well, now, did you get to know him even better than 
an occasional lunch ? 

Mr. Orso~. No—well, I was friendly with him, like I am with 
everybody : I try to be. 

Mr. DeWinxp. Well, the oceasions of your seeing him were at 
luncheons ? 

Mr. Ovsox. Mainly luncheon and dinner, and maybe some affair, 
ind mavbe at the Waldorf or some other place, New Yorker. 

Mr. DeWinp. Did vou see him frequently for lunch ¢ 

Mr. Otson. No. I should Sav at that time, maybe two or three 
times a vear. 

Mr. DeWinxp. Two or three a year? 

Mr. Orson. About that, or maybe four. 

Mr. DeWinp. If you saw him at publie affairs, it would just be by 
chance ? 

Mr. Orson. That is right. 

Mr. Di WIND. When did you first vet to know Mr. Applebaum a 
little better than that? 

Mr. Orson. IT should say in about 1941. 

Mr. lt WINp. What wis the occasion of vetting to know him a 
little better? 

Mr. Ouson. Well, he gave a couple of dinners, and T would attend 
the clinners. 

Mr. By WIND. These are dinners nt his home ? 

Mr. Otson. No: they would be dinners, affairs that he would give 
may be out at the hotel, or around, or someplace. 

Mr. DeWinp. And vou felt you got to know him better? 

Mr. Otson. I did, sir. 

Mr. DeWinp. Now, when did Mr. Applebaum: tirst discuss his busi 
ness difficulties with vou? 

Mr. Ouson. I don’t reeall or remember that he discussed any busi 
ness difficulties with me. 

Mr. DeWinp. You don’t recall that he ever did ? 

Mr. Orsox. T don’t reeall: T don’t remember any. Tis business 
lifficulties ? 

Mr. DeWtnp. Yes. 

Mr. Orson. I don't remember that, Mr. Ty Wind. 

Mr. DreWInp. When did he first discuss Wit I you the matter of pend- 
ing revocation of a liquor permit ¢ 

Mr. Otson. T don't remember that he ever did. 
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Mr. DeWinp. Did you know, in 1941, that proceedings were pending 
for the revocation of lis liquor permit ( 

Mr. Ouson. IT do not reeall that I ever did. 

Mr. DeWino. Did Mr. Applebaum visit you in your office in the 
collector’s office in Brooklyn ¢ 

Mr. Orson. Yes, I believe that he did. 

Mr. DeWinpn. Did he come to see you very frequently 4 

Mr. Otson. Novsir: not that I recall. 

Mr. Dy WINp. You don't rent all frequent Visits / 

Mir. Otson. No. 

Mr. DeWinp. Now, when did you introduce Mr. Applebaum to Mi 
Nunan ? 

Mr. Orson. I should say to the best of my memory, I should 
that would probably be in the middle of 1941, about. 

Mr. DeWinp. The middle of 1941 ¢ 

Mr. Ouson. [should au that. mavbe the first part of it. 

Mr. DeWinn. Mr. Nunan was then collector of internal revenue 

Mr. Ousox. Yes. si 

Mr. De WInn. What Wis The occasion fon Mr. Applebaum Visil 
you hn Vout! office / 

Mr. Ouson. TL imagine we had at ippointment to go out to lune! 
maybe whe he cope NH. 

Mr. DeWinp. He never discussed business with vou in the office 

Mr. Orson. Never that T reeall. ; 

Mr. DeWinp. When did vou first learn of the proceedings to revo 
Mr. Applebaum's liquor permit 4 

Mir. OLSON, I don't recall that Lever learned of it. 

Mr. DeWinp. You never learned of It, and this comes to vou 
Surprise at this moment 4 

Mer. Ouson. TD assun t might have been that I understood, but 
from Piddea. cabal | ao it know where it Was, oO just who it Was, t! 
he was having some difficulties 

Mr. DeWinp. That he was having some difficulties 

Mr. Orson. LT don't remember where or how. 

Mr. DeWinp. But somewhere during 1941 or 1942 vou learned 
\ having some lifficulties 

Mr. Onson. T didn't Sith that. 

Mr. DeWinp. Didn't vou im fact learn it then, because that is whi 
he was having the difficulties. 

Mr. Outson. No: 1 figured—I probably knew that maybe aro 
14 ttiothe best of mv memory. 

Mr. DeWinp. Now. vou have. I eather. a rather distinct recolle 
tion that it was in 1944 that vou learned that Mr. Applebaum Wiis 
having difficulties with lis liquor permit, is that right / 

Mr. OLson. I didi't SiN “distinet”. 

Mr. DeWinb. You mentioned the vear 144. 

Mr. Orson. It might have been 1945. 

Mr. DeWinp. And it might have been 1945 or 194: 

Mr. Orson. T wouldn't say that. 

Mr. 1) Winn. How did vou establish that ? 

Mr. Orson. T would say around 1943, it takes a long while to fin 
out those things, and I wasn't in that departn ent. and To was in the 
collector's office. and [wasn't inthe ATU. 
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Mr. DeWinp. You did learn of it and I am wondering why you 
think you learned of it in 1944 or 1943 or 1942. 
Mr. Otson. It was quite a while afterward, anyway. 
Mr. DeWinxp. Well, there must have been some event that caused 
you to place it later than that. 
Mr. Orson. T can’t recall any event, Mr. DeWind. 
Mr. DeWixv. Why do you place it in 1944, and what do you asso- 
ciate it with in 1944? 
Mr. Otsox. Because you mentioned to me about 1941 and 1942. 
Mr. DeWinp. You didn’t associate it with anything there / 
Mr. Orson. I didn’t associate it with anything there. 
Mr. DeWinp. How do you associate it with 19444 
; Mr. Orson. I imagine around 1944. 
Mr. DeWixp. What is it that you associate it with in Lt! 
Mr. Orson. 1 couldn't say. 
Mr. DeWrnpb. It could have been 1942, just as easily / 
Mr. Orson, I think it was around 144. 
Mr. DeWinpv. I am asking you why ? 
Mr. Orson. Just on the grapevine, sort of, and [ didn’t know any- 





t thing about it. 

i Mr. DeWinp. What makes you associate it with a given year? 
Mr. Ouson. Nothing particularly. 

' Mr. DeWtnp. Well, all right. how do you associate it with 1944/ 
Mr. Orson. I had no trouble with this business. 


Mr. DeWinp. You had what? 

Mr. Ousonx. I had nothing to do with his business. 

Mr. DeWinp. That is not what IT said. And you think there is 
omething that caused you to say 1944? 

Mr. Ouson. I can’t remember why I said that. 


1 

f Mr. DeWinp. Is there anything which says it might be in 19437 

} Mr. Ouson. Nothing that I can remember. 

Mr. DeWinp. Is there anything which says it might be 1942 
Mr. Ouson. Nothing that I can remember. 

Mr. DeWtnp. Well, now, how do you fix the event at all? Could 
f you say it was sometime bet ween 1940 and 1945, is that what you mean / 
Mr. Orson. Oh, no: I wouldn't say that, I believe it would be around 
i 1943 or 1944 and 1945. May I speak to counsel, please ? 


Mr. Kine. You may. 
Mr. Orson. Thank you, Mr. Chairman. 
( The witness conferred with counsel. ) 
Mr. DeWinpv. By some process that you apparently are not able to 


reveal, you associate this in 1945 or 144. Now, what did you learn 
about his difficulties in 1945 or 1944 ¢ 
Mr. Orson. Nothing as far as I can remember. 
; Mr. DeWrxpv. But you learned of his difficulties ? 
Mr. Orson. [ just assume like anybody may have difficulties. 
Mr. DeWrxp. Well, you can only learn of a specific kind of difficulty. 
} Mr. Orson. I didn’t know anything specific whatsoever. 
Mr. DeWinxp. You did know the nature of the trouble ? 
Mr. Orson. No, sir. 
Mr. DeWixp. Did you know it related toa liquor permit ? 
Mr. Orson. Tassume that, and T didn’t know that. 
Mr. DeWinp. Isee. How did you assume that ? 
t 
i 
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Mr. Ouson. Because I understood, or I knew that he was in the wine 


business. 
Mr. DeWinp. And somebody said, “Mr. Applebaum is in difficul- 
ties’? 


Mr. Orson. No; I wouldn’t say that. They said he was in diffi- 
culties. 

Mr. DeWinv. What happened? How did you learn of this situa 
tion! 

Mr. Otson. What you would call the grapevine. 

Mr. DeWinp. The grapevine has a human being on it that comes to 
vou and tells you, “Mr. Olson, Mr. Applebaum is in trouble.” Do you 
remember who it was / 

Mr. Otson. No. sir: I don’t remember. 

Mr. DeWinp. It was not Mr. Applebaum ? 

Mr. Otson. No,sir; not that Ll reeall. 

Mr. DeWinpv. Not that you recall 

Mir. Otson. No, sir. 

Mr. DeWtinp. Could it have been Mr. Applebaum ? 

Mr. Ouson. It could have been, but I doubt it. 

Mr. DeWinp. It would have been a rather natural person for you 
to learn about it from. 

Mr. Ouson. I don’t think that he would say anything to me about it. 

Mr. DeWinxp. He wouldn't discuss his difficulties with you / 

Mr. Otson. | really don’t think so. 

Mr. DeWinp. At this time, did you know of Mr. Applebaum’s past 
record of liquor violations, revocation of permits / 

Mr. Ouson. Not that I recall. 

Mr. DeWinp. You just had a general Impression that Mr. (pple 
baum was in trouble over his liquor permit / 

Mr. Otson. Yes, sir. 

Mr. DeWinp. Did you know it had been revoked ¢ 

Mr. Ouson. No, sir, I did not: not that I recall. 

Mr. DeWinp. Well, then, when did you learn that Mr. Applebaum’s 
difficulties were all over? 

Mr. Ouson. [think it was at about January of 1945. 

Mr. DeWinp. How did you learn about that / 

Mr. Outson. Because I was very discontented where I was, as assist- 
ant collector, and he was aware of it, and he asked me if I didn't feel 
satished with it, and if [ wished to go with him, there was always a 
place open for me. 

Mr. DeWinp. Well, now, somewhere before that event happened, 
[ gather that you had come to know Mr. Applebaum very much bet- 
ter than seeing him at an occasional lunch; is that how you pick up 
partners, at occasional lunches 4 

Mr. Otson. May I talk to my attorney ? 

Mr. Kine. You may. 

(The witness conferred with counsel.) 

Mr. OLSON. Naturally, as time went on, we become more friendly 
for it period of Db. 6. or 7 years, and I think— : 

Mr. DeWinpo. When did the friendship come on the basis of other 
than 

Mr. Orson. May I finish? And I think the man Iked me. and 
I liked him. 
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Mr. DeWinp. When did this friendship demonstrate itself by get- 
ting off the occasional luncheon basis onto man-to-man discussions 
of problems and day-to-day affairs and seeing him frequently ¢ 

Mr. Orson. Just like any other fellow, two fellows would be. 

Mr. DeWinpv. You were pretty close friends, were you not‘ 

Mr. Ouson. Yes: we were. 

Mr. DeWinp. When did vou become close friends ¢ 

Mr. Ouson. IT should imagine mavbe pretty close around about 1944 
ov Lo. 

Mr. DeWinp. So by 1944, you were very close friends, so that at 
the end of that year Mr. Applebaum discussed partnership with you 4 

Mr. Otsonx. Mr. Applebaum discussed not partnership with me, Mr. 
DeWind. He knew I was dissatisfied, as I mentioned, in January of 
145. and he discussed about being an employee with him, 

Mr. DeWinv. He suggested that you join his firm as an employee 
about January of 145. Now, during 1944, when you were a close 
friend of Mr. Applebaum/’s, then you must have discussed his business / 

Mir. Ouson. No, L didn’t see wny reason for that. 

Mr. DeWinp. Well, isn’t it natural, in the course of meeting with a 
friend, that you will discuss his business and what he is doing ¢ 

Mr. Orson. No. IT might meet you later, and 1 wouldn't be discuss 
ing business or anything, and I] was assistant collector, and he was 
in the wine business, and it had nothing to do with me. 

Mr. DeWinpv. You felt that you should not discuss any business with 
him / 

Mr. Ouson. No, IT wouldn't say that, either, Mr. DeWind. 

Mr. DeWinp. Well, I am just wondering how it suddenly shifted 
mito this discussion of a business relationship, ana surely this was hot 
just out of the blue, or was it just out of the blue / 

Mr. Ouson. No. You must remember that in May of 1944, Mr. 
Mari elle Cuthe as collector of internal revenue, and | had made vain 
efforts, terrific efforts, to become collector, and I was beaten, and L was 
very much dissatisfied, and when T would meet him oceasionally, he 
knew of TAS attitude. 

Mr. DeWinp. You told him about vour affairs ¢ 

Mr. Onson. Well, listen, it was certainly well known from the papers 
about my affairs. 

Mr. DeWinxp. But you told him, and you said— 

Mr. Orson. You could read it, and it was in the papers. 

Mr. King. Mr. Olson, vou mentioned you were unhappy or discon- 
tented, and was that state of mind brought about by your inability 
to succeed to the collectorship ¢ : 

Mr. Ouson. Yes, sir. 

Mr. Kine. Did vou feel that vou were entitled to succeed to the 
position ¢ , 

Mr. Oxson. I certainly thought I was. 

Mr. King. What happened that prevented vou from succeeding to 
the position ? 

Mr. ()LSON. Mr. Kelly recommended Mr. Marcelle. 

Mr. King. Who is Mr. Kelly? 

Mr. Otson. Mr. Kelly was the county leader of Kings County, 
Brooklyn. ¢ 

Mr. Kina. You felt that you were entitled to it. and vou did not get 
it, and so vou were unhappy with the job / . 
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Mr. Ousox~. LT wasn’t unhappy with the job, Mr. King. That col 
lectorship covers five counties, Kings, (Jueens, Nassau, Suffolk, ana 
stateh Island: and Mr. Rowe. the leader of (Jueens County, Was for 
mie, and Mr. Kelly was for Mr. Maur elle: ana period Mr. Marcelle 
got the collectorship and Mr. Olson did not, and Mr. Hannegan recom 
hit dled to the Pre lent. and Mr. VMInrcelle become the collector. and l 
was «dl sappointed., 

\Ir. KING. Did vo i! Sp potnturent vet to the port that it con 


frevty tec to von look “ to} somerhing ¢ se 


Nii OLSON. I alw vs, Trom that time on, was loo 2 for some 
else that T could do. sn 

Mer. King. That il 

Mer. DeWinp. You n tioned vesterday a meeting at Toots Shor’ 
hat wes attended v Mr. Nunan and yourself, and Mr. Tannegan 

ct ow, were NIi Marcelle rial Mr. Kelly tl that linet mie : 

Mr, Otson. It was a dinner, and it was at dinnertime. 

Mr. DeWinp. Were Mr. Marcelle and Mr. Kelly there / 

Mr. Otson. No, sir. Mr. Kelly was, but not with our party 

Mr. DeWixp. Did Mr. Kelly join your group / 

Mr. Ouson. No. LT went over to speak to Mr. Nelly. to ask 
he was. and he said, “Fine.” And he said, “Is that Tannegan with 


you, and Nunan, Jimmvé” And T said, “Yes.” And he said, “I 
| 


would like to meet nm.” And so, I eral Mir. Kelly and brouelit Tbidan 
over and mtroduced 1 to Mer. Tlannegan. and Mr. Hannegan was 
t fie Natio al Denis ratie Chae tdi. cubiad Nin Ke Hy Thiel isked lo sp vk 
to Mr. Nunan. | Mr. Nunan went over to Mr. Kelly’s table an 
thine toe Lar Tare i ~i1 ad. “¥ou ire out. It - Nia ell 4 

Mer. DeWinp. So that is the meet ne where 

MIr. Orson. It oO meeting. We { Ippened to meet 

Mer. DeEWinp. It was an encounter / 

Mr. Otson. Yes, sir. 

Mr. DeWinp. It isat that encounter that vou learned that there 
Vly (OLSON Ye a I 

Mr. DeWinp. Now, you and Mr. Nunan and Mr. Ilannegan had 


been discussing the matter: is that right? 

Mr. Otson. No. not that T reeall. It was a couple of other friends 
of Mr. Hlannegan’s there from St. Louis, but I don’t remember who 
thev were, and we ere not diseussing my subject: just general con 


ersation 

\lr. 1); WiINpb \) 7 Vou pres ously hac lise issec| it ¢ 

Mi Orson. Not wit! Mr. Ilanneg in. and | don't recall | ever evel 
ent oned it to him ] WW =} he | ul The ntioned it to me, 

Mr. DeWinp. Well, to whom did vou mention it ? 

Mi COLSON, l I ul mentioned { to Mr Nw an, and to Mir. Rowe. 
Mr. DeWinp. You had mentioned it to Mr. Nunan ? 

Mir. Q)iSON, Yi - but he was not for mie, ind he was it for ny 
Ody It was what the oreanization w inted, ind ey dently | wil n't 


, 


onitat that time. LT mentioned it to everybody that | thought that 
ould vet. J , 
Mr. DeWinp. Well, Mr. Nunan had made vy s assistant col 
tor: had he not ? 
Mr. Ouson. Yes, sit 
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Mr. DeWinv. And subsequently, Mr. Nunan appointed you as dis 
trict alcohol tax supervisor, isn’t that right / 

Mr. Orson. Yes; 216 vears after that, I think in 147. 

Mr. DeWixp. On the question of the collectorship, he was not will 
ing to be of any assistance / 

Mr. Ouson. That is a Presidential appotniment, and that is not 
civil service. 

Mr. DeWinxp. Well, I wasn’t asking that. [ asked whether he was 
of assistance. 

Mr. OLSON. The ATU is civil service, and you hac to be CIV il sery ice 
to get that position. And you don't have to be civil service to vet to be 
a collector. 

Mr. DeWrnp. Incidentally, in that civil-service position you re- 
ferred to, you recall in March of 1948 getting a letter addressed to 
you by Carroll Mealey,. Deputy Conimmussioner of the Aleohol Tax 
Unit, with regard to supervisory officials, which said, “It is also ex 
pected that they will! devote their full time and nttention to the duties 
and responsibilities of the positions they occupy” ¢ 

Mr. Onson. | believe I recall that. What date was that ? 

Mr. DeWtinp. March of 1948. 

Mr. Otson. I believe that Tt recall a letter similar te that. 

Mr. DeWInp. So that these civil-service jobs ire full-time jobs, 
is that right? 

Mr. Orson. Not when you are an executive. 

Mr. DeWILnp. This letter was addressed to you personally, Wilts 
it not ? 

Mr. OLSON. Yes: but you don't pul ‘ hy ih ¢ lock when you are district 
supervisor. 

Mr. DeWinp. Nobody asked you to punch a clock. They said “it 
is expected that they will devote their full time.” Now, did you know, 
in l44, what might be deseribed as the very unusual intercession to 
get Mr. Applebaum a liquor permit / 

Mr. Orson, As I recollect, | knew nothing about it. 

Mr. DeWinp. Do you know about it now / 

Mr. Orson. To the best of my memory, I don’t know anything 
about it. Iwas assistant collector, and IT had nothing to do with those 
things. 

Mr. DeWinp. Well, now, when vou were assistant colleetor, did 
you know that Mr. Applebaum had any outstanding assessments 
against him in the collector's office 4 

Mr. OLSON. | don’t remember. The record would show that. We 
had 45,000 warrants, and he might have been one of them. 

Mr. DeWinp. But this is a warrant outstanding against your per 
sonal friend and future partner. 

Mr. Orson. There are a lot of warrants outstanding by a lot of 
friends, and I wouldn’t know. 

Mr. DeWrnp. Did Mr. Applebaum ever mention the outstanding 
assessments ? 

Mr. Orson. Not that I can recall. 

Mr. DeWrnp. Not that you recall ¢ 

Mr. Otson. There are thousands and thousands of them. 

Mr. DeWinp. But these thousands and thousands of people did 
not come in and have lunch with you all of the time? 

Mr. Otson. No, but I don’t recall him ever mentioning it to me. 
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Mr. DeWinp. You have made it rather a consistent practice not to 
know of any of the Internal revenue problems of your friends ¢ 

Mr, OLSEN, Not unless it was brought to ni attention, to the best 
of my recollection. 

Mr. DeWixp. But you do know that somehow or other 

Nin. OLson. May I talk to counsel. Mr. Chairman / 

Mr. IKING You TTA 

Mr. Oust N ‘| hist k Vou, Mr Chin Phil 

(‘The witness conferred with counsel.) 

Mr. DeWrxp. Tam reluctant to interpose again. Under the rules 


of this committee, a withess has the right to have counsel present, and 
to seek his advice us to ly right . but tis not within the see pe of that 
rule to have counsel hterpose snd suggest to the witnes whe 

| ! ] 


tiie to seek advice. and | would now a <the Chair to direct that Mh 


Sattler withdraw himself sufficiently from Mr. Olson so that Mi 
Olson will have every access to ask him for advice, but will not have 
this advice protlered 

Mr. Sarrter. May IT be heard, Mr. Chairman ¢ 

Mir. Kine. You ay. 

Mir. SATILER. I ay 7 ite. as T said at the outset. the rules wover! 
mie’ this hearing, and. of COUTSe, if this were a court of law A ] world 


have mince nw great mans objection ~ » until this time. to the so-« alle | 


questions that have bee propounded by counsel to this Committee, 

Mr. DeEWinp. Mr. Chairman—— 

Mr. King. Mr. Sattler, do you have in mind any questions that 
Mr. DeWind has asked that would have beet hipro} er or ol ject oO} 
able if you were in a court of law? 

Mr. Sarrier. Yes. r. IT can eall to your attention at least 50 
gratuitous statements made by counsel which were not in the forms 
of questions at all. and which would have bee 
court, which did not require an answer on the part of the witness at 
all: and what [ just said to Mr. Olson was, “Answer questions and 
don't answer these gratuitous remarks of counsel.” 

Mr. Kine. Very well. 

Mr. DeWinp. Well, Mr. Chairman, that is the very matter that 1 
iu addressing MiVst lf to. the unsolicited interp sar] ot counsel to tell 
the witness what to do. Phat is no part of the protection of the 
witness’ rights. 

If the witness W ishes to consult with his counsel, he has the freedom 
todo so under our rules; but this constant unsolicited whispered advice 
by counsel, I think, is in violation of our rule. 

Mr. Kina. Well, if that sort of advice has been offered the W itness, 
I will agree that it is not in accordance with the rules. And frankly I 
do not see where the witness is in need of coaching. if that has taken 
place, and the witness is perfectly capable of stating matters of fact. 
| hope that we will not have occasion again to have counsel to this 
committee object to your conduct, Mr. Sattler, and Tam no. indicating 
that vour conduct has been improper, but try now, from here out, to bi 
very careful that the rules of the committee are carried out. 

Mr. DeWinp. May I also say, as Mr. Sattler is well aware, this is an 
nvestigative committee and not a trial. 

Mr. Sarrier. May I respectfully make a request? Inasmuch as I 
im appearing here as counsel for Mr. Olson, would you direct Vout 


objec tionable Im any 








—_ 


es 
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counsel to proceed in an orderly manner and put questions to the wit- 
hess to be answered ? 

Mr. King. Very well, Mr. Counsel. You shall watch in the future 
that you put the sort of questions that you lawyers consider proper 
and within the scope of a congressional hearing. 

Mr. DeWrnp. As to any question that Mr. Olson feels is improper, 
he can consult with his counsel. 

Mr. Chairman, in this hearing, Mr. Sattler has no status to object to 
the form of questions as he would in a trial. 

Mr. Keocu. He has indicated knowledge of that, Mr. DeWind. 

Mr. DeWisp. He has indicated that the questions are improper. 

Mr. Krocu. He would have been able to object in a court of law. 

Mr. DeWrxp. I think the matter is totally irrelevant, and T think it 
should be stricken from the record. 

Mr. Kine. The Chairman does not feel that the witness has been 
abused, and when the witness feels he has been abused T know he is 
aware of his full right to indicate that to me. 

Mr. Orson. Thank you. 

Mr. Kine. Proceed, Mr. Counsel. 

Mr. DeWinp. What was the last question, Mr. Reporter? 

{ The record was read by the reporter, as follows :) 

You have made it rather a consistent practice not to know of any of the inter- 
nal revenue problems of your friends? 

Mr. O1son. Not unless it was brought to my attention 

Mr. DeWinp. But you do know that somehow or other 

Mr. DeWtnp. Mr. Olson, you did learn, did you not, in 1944 that 
Mr. Applebaum lad been able to resolve his permit difficulties and 
had managed to obtain a new permit and was back in business: is 
that moeht? 

Mr. Otson. No: I don’t recall that I did. I don’t think, to the best 
of my recollection, my memory, that he had a permit. 

Mr. DeWrinp. When do you think he obtained his permit? 

Mr. Ousox. I don’t think that he ever got a permit, as far as I 
know. 

Mr. D1 WIND. Did Applebaum vet | ack intothe liquor business ? 

Mr. Orson. In February of 1945, when IT went with him, he was in 
the wine business. 

Mr. DeWtnp. The wine business ? 

Mr. Otson. Yes, sir. 

Mr. DeEWIND. You have to havea permit for that. do you not 4 

Mr. Otson. I think the corporation had it. 

Mr. Di WIHIND. Well, Wits Mr. Applebaum a stockholder of the cor- 
poration ¢ 

Mr. Ouson. IT think, or T believe, to the best of my recollection, he 
was a minority stockholder. 

Mr. DeWinp. You were not aware of the manner in which the 
issuance ot the permit to the company had been worked out with the 
Bureau of Internal Revenue? 

Mr. Orson. No, sir: that was not in my province, as far as I recall. 
I was still assistant collector. 

Mr. DeWixp. Now, early in 1945— 

Mr. Orson. May [talk to counsel ¢ 

Mr. Kine. You may. 











* Vir. Orson. Thank von, Mr. Chain 
Phe witness conferred with counsel 
, Mr. DeWinpn. Now, o1 Womanv occasto chile ‘ 
¥ d Mr. Applebaum meet together prior to 19454 
Mir. Orson. | mld say mavbe on three or four o , 
\I DeWinp. That is after vou introduced Mr. Appleba 
Vir. Nunat 14] ! Ol rm 

) | reviue 


\f) C)rsaNn It) rhit ive Heel eve il.tot e best oT] Vy recotte 


Vr. DeWinp. W 
t Vir. Onson. I 
Vir. DeWinp. Three or four? 
' Mir. Onson~n. No: I ldn’t think it that, ‘ or | 
Ver. DeWinp. Where did those meetings take place / 
Mr. Orson. That Tdon’t remember: I don’t recall 
Mr. DeWinp. Y ! il] the meetines but not where thev te 


. 4 
a) i 


Mr. Ouson. Toa vy saving over that period of time when I! 
state that. 
Mr. DeWixp. Do vou reeall anv one of them ? 
Mr. Otse~x. No: I ‘+ remembe) 
Ve. DeWixp. Do von recall anv of the subjects that were discussed 
: at those meetings? 
Mr. Otsonx. As far is T recall. just social 
; Mr. DrWix, Ea 165 Mr. Applebaum asked you to join 
his firm, and vou o:is that right ? 
Mr. Otson~. It v bout January. I belies 
Mr. DeWinn. | it capacity did vou joi C. 
Mr. Orson. As ‘ nlovee 
[ Mr. DeWinp. In the wine busines 
Mr. Otso~. Ye 
Mr. DeWixp. W ere vour duties at that time ? 


" Nii (CP SON }? t reimtions or to help ] nv way that | c 
be able to help | . 


Mr. DeWinxp. P relations plus helping in anv way that 
Mr. Ousonx. Yes 
Mr. DeWinp. What were the public-relations duties vou under 
tank 9 

Mr. Orson. T didn't know, myself. 
Mr. DeWinp. What did Mr. Applebaum tel] you vour duties were / 

Mr. Ouson. Just exactly what T said 

: Mr. DeWinxp. Public relations? 

Mr. Orson. Yes. “11 

Mr. DeWitxp. Were vou a public-relations man ? 

Mr. OLson. No: but I knew a lot of people, mavbe 20.000, 

Mr. DeWinpo. And Mr. Applebaum said, “I want you to be my 
public-relations man”? 

Mr. Orson. No: I don’t recall that: I don’t remember he said 
that 
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Mr. DeWinp. What did he ask you to do when you joined the 
firm ? 

Mr. Orson. He knew I was very discontented, and if I wanted to 
go with him, why, it would be perfectly all right with him. 

Mr. DeWinpv. This was simply a project for the relief of your 
discontent ¢ 

Mr. Orson. And he was a very, very good friend of mine. 

Mr. DeWrnp. A very, very good friend, now ¢ 

Mr. Orson. Yes. I liked him and he liked me. 

Mr. DeWinpb. But not the sort of friend that would tell you about 
his problems ¢ 

Mr. Otso~. No. I had no problems. 

Mr. DeWrnp. I mean his problems. 

Mr. Orson. His problems didn’t mean anything to— 

Mr. DeWrnp. Assessments before your office, and liquor permits? 

Mr. Orson. I never knew that he had any assessments, 

Mr. DeWinp. But he was a very, very good friend? 

Mr. Ouson. Yes, sir. 

Mr. DeWinp. And he asked you to come with the firm to relieve 
your discontent; and at what price did he undertake to relieve your 





discontent ¢ 

Mr. Ouson. The agreement was $25,000 a vear. 

Mr. DeWinp. That is a lot of relief, isn't it ¢ 

Mr. Oxtson. For some people. 

Mr. DeWinp. Was ita good deal of relief for you! 

Mir. Otson. It was very nice. 

Mr. DeWixp. Had you ever earned $25,000 a year in your life 
before / 

Mer. Orson. No: I don’t think that I had. 

Mr. DeWinp. Had you ever earned half of it? 

Mr. Orson. Prior? 

Mr. DeWrnp. Yes. | 

Mr. Orson. I think the record will show that. 

Mr. DeWinp. What will it show ? 

Mr. Orson. I think just what I said. 

Mr. DeWinv. Had you ever had any substantial income besides 
your income in the collector's office ? 

Mr. Orson. Not within reason at that time. 

Mr. DeWinp. Not without reason / 

Mr. Otson. Not within reason at that time that I know of. ‘The 
record will show it, Mr. DeWind, my returns. 

Mr. DeWinp. Do you have your returns for those yeers, copies of 
your returns ¢ 

Mr. Orson. What years, Mr. DeWind? 

Mr. DeWinp. For the years prior to 1945. 

Mr. Oxson. I don’t know whether I have or not, unless the certi- 
fied public accountant has them. 

Mr. DeWixp. What sort of income did you have in those earlier 
years? You had your income as assistant collector, and what other 
income did you have? 

Mr. Ouson. May I speak to counsel? 

Mr. Kine. Go ahead. i 

he WW itness conferred with counsel, ) 
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Mr. OLson. I don't remember back 4 years ago, 1 reference to 
. <pecifically what it was, but— | 
Mr. DeWINpb. Did vou have any outside business Income‘ 
Mr. Orson. If I had. the income tax would show. 
. Mr. DeWrxp. Do you remember engaging in any business‘ 
\ir. Otson. I don’t recall, but the record would show it. 
Mr. DeWrxp. Can vou not recall, Mr. Olson, the business activi- 
ties vou engaged In while you Were assistant collector of internal reve 
t e. or whether you engaged in any ¢ 


Mr. Orson. I can’t remember it, and the record would show it. 
Vir. DeWrxp. The record would show you can't remember ? 

\Ir. OLson. The record would show if | cid have any additional 
ome mm my return. 

> Mr. DeWinn. Well, did vou have any substantial income from 
gambling or wagering, let us say ¢ 


Vir. OLSON. It might have been: 1f I did. it would be in the re 


‘Me DeWinp. Well, what sort of gambling anal wagering Wor ld 


. it he ? 
r Vir. OLSON. Well, ] imagine it would be betting. 
Vr. DeWinp. What kind of betting ¢ 
Vir. OLson. Probably the races, o1 maybe baseball wames, foot 


ball games, and IT wouldn't know. 

Mr. DEWINb. You were a consistent winner on bets at football eames 
and race tracks ¢ 

fr. Ouson. L was pretty wood in those days. 

\Lr. De WIinNp. How much would your net Winnings he for a vear’ 

Mr. Otson. It would probably maybe be $5,000 or $4,000, and I 
would probably put in five or SIX or maybe seven, to be sure. 

Mr. Lt WINb. You probably would Win three or four or tive thou- 
sand dollars, and you Wot ld put in five or six or seven thousand 


fe 


dollars to be sure / 
Mir. Otson. Yes: so there wouldn't be any question about it. 
Mr. DeWIUNpD. Well, you were pretty good, and did vou go in for 
ketball. too ¢ , , 
cS Mr. Otson. No, sir. 

\Ir. De WINb. Just baseball. horses— — 

Mr. Otson. And football: ves, sir. 

Mr. DeWino. Well, now, how much do you suppose you bet in the 
course of a year to come out with net winnings of three or four or 
five thousand dollars ¢ 
of Mr. Orson. I wouldn’t remember. 

Mr. DeWtnp. Did that happen year after year? 

\ir. Onson. It happened i few vears. ; 

Mr. DeWinp. Did you ever have any bad loss years? Did you 
never make a mistake / , ; 

Mr. Otson. Well, generally the winning offset it. 
er Mr. DeWinp. That is what I sav; vour winnings were always bet- 
er ter than your losing by three or four or tive thousand dollars? 

Mir. Onson, Well, it Was pretty eood., 
Mr. DeWinpo. What about any other sources of income: 
remember them / 
Mr. Otson. At what time. Mr. DeWind ? 
Mr. DeWinp. Within these vears, prior to 1945, 


do you 
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Mr. (OLSON. I don't remember at the present time. 

Mr. DeWinpo. What was your compensation as assistant collector, 
ipproximately 

Mr. Orson. L would only be guessing, but it is in the record. 

Mir. DeWinp. Would it be 85.000 or 86.000 4 

Mr. Otson. T should say it would be probably 86,000, or maybe 
more, It is in the record. 

Mr. DeWinxp. So 86,000 plus three or four thousand gambling win 
nings, that was S1O.000 a vear 
Mr. OLSON, That is rie@ht, if it ssost ited n the record. 
Mr. DeWinp. And then Mr. Applebaum says to relieve your discon 





{ 
5 tent. let us make this 829.000 or S30,000 4 
Mir. OLSON. S29.000 or 830.0004 T thought it was 825.000, 
i Mr. DeWrnp. You have 825.000 from him. and vou would cor 
tinue to have vour 85.000 or S4.000 from gambling, tnd vou wouldn't 
lose vour skill at that point, so that vou would have close to S30.000 
Mr. Otsonx. Does that show in my tax? 
; Mr. DeWinp. T asked you, and you say, vou mentioned three on 
; four t} Ousal d dollars yourself, ana I did not. 
: Mr. Ouso~x. Well, does that show? How would von need—if it 
‘ shows in my return, it is in there. 
. Mr. DeWinp. Have you got your returns for those years? 
Mr. Onsox. Well, now, T think the Bureau of Internal Revenue 
has them. 
Mr. DeWinp. Do you have retained copies? 
Mr. Orson. No, sir. 
Mr. Kine. What makes you think the Bureau of Internal Revenue 
will have your returns prior to 1945? 
Vir. OLSON. Well, l just imagined that they have them, Mr. Chair 
af man. I don't know how long they take hefore they clest roy them, and 
[ think, and T don’t know, IT would only be guessing. 
q Mr. King. Could you make a good guess how long the law provides 
H that they keep the returns of a taxpayer ‘ 
; Mr. Ouson. If you ask me to guess, I should Say that it would prob 
i ably be between 6 and 10 years. 
Mr. King. Between 6 and 10 years? 
Y Mr. Oxtson. If you would ask me to guess, Mr. Chairman. 
\ Mr. DeWinp. As assistant collector of internal revenue, wouldn't 
; you know about that ? 
f Mr. Ouson. Well, as assistant collector of internal revenue, from 
one day to another, the rules and regulations were changed. 
; Mr. DeWinp. What were the rules and regulations when you were 
: assistant collector? 
: Mr. Orson. Well, we would always have to keep the returns until 
i we were notified by the Bureau that we could destroy them. 
; Mr. DeWinp. Was your job as assistant collector a full-time job ? 
: Mr. Orson. Yes, sir; 9 o'clock in the morning and supposed to 
quit at 5,and Twas there until 8 or 9 o’cloek at night. 
Mr. DeWinp. Every day / 
j Mr. Orson. Nearly every day. 
y Mr. DeWinp. Year around ? 
/ Mr. Otson. And when I was chief field deputy, it was 8:30 in the 
morning, including Saturdays, when you are not supposed to be 
there, all year around, and you are talking about 300 days a year. 








Mr. DeWinp. Wel 

Mr. Otson. Well, vear aroun 

Mr. DeWinp. ©1 t around Moar [5 that that situate 
arises ¢ ; . 

Mr. Orson. No. Then we would work until nudnight, and the | 
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( reintionshy th Carter Wee Steve rine ¢ 
Vir. Orso~. None that T reeal 
Vir. DeWinp. Never / 
Mr. Orson. None t I cun remembe} 
Mr. DeWinxp. Well. 11 do anv busine 1 re a 
Weeks Stevedoring ¢ ul rely re 


Mr. Orson. The vt t | can remen 
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Mr. DeWinp. Now, do you know aur of the officials of the Cart: 
Weeks Stevedoring (‘o. ? 

Mr. Q)LSON, Yes, sir. 

Mr. ly VW IND. Who ure the ollix l ils you know ¢ 

Mr. Orson. Mr. Jarvis and Mr. Dougherty, and T think his nany 
was Stover, and I am not sure about that. 

Mr. DeWtxp. Were they among your good friends, too! 

Mr. Orson. No. Mr. Dougherty is among my good friends, and 
the others are acquaintances, 

Mr. DeWinp. But you are sure you have never had any dealings 
with them ¢ 

Mr. Orson. I can’t recall or remember any dealings with Carte: 
Weeks. 

Mr. DeWinp. Now, as public relations man and later as partne 
in the Applebaum Co., what were your duties ¢ 

Mr. Ouson. To help in any way that I could, that was necessary. 

Mr. DeWinxp. Did you find any ways to help? 

Mr. Orson. Not until late in 1946. 

Mr. DeWinp. That is, all during 1945 and all during 1946, until 
the very end of 1946, or late in 1946, you found nothing to do? 

Mr. (OLSON. | think that if mieht h ive been late in LO45, the first 
part of 1946. 

Mr. DeWrnp. Well, all during that intervening period, did you 
vo regularly to their offices? 

Mr. Orson. I went periodically. 

Mr. DeWixp. What did vou do—periodically ? 

Mr. Orson. Yes: two or three times a week, or maybe four. 

Mr. DeWinp. What did you do when vou got there / 

Mr. Orson, Nothing particularly. 

Mr. DeWinp. You sat around and read the newspapers ? 

Mr. Orso~. No: I didn't do that. 

Mr. DeWinp. What did you do? 

Mr. Orson. Well, I would talk to Mr. Fisher, who was the partner 
there, and L would talk to the manager. 

Mr. DeWrxp. What did you talk about ? 

Mr. Ouson. Personal phone calls, and nothing particularly, and I 


/ 


lon't remember. 

Mr. DeWinp. You and he told each other stories ? 

Mr. Ouson. I don’t remember that. 

Mr. DeWrinp. Well, did you ever discuss the wine business? 

Mr. Ouson. Just about the sales. 

Mr. DeWinp. How they were going along? 

Mr. Ouson. That is right. 

Mr. DeWrnp. That is, you were interested to know whether the 
S15.000 or the 825.000 was roing to keep on rolling in? 

Mr. Ouson. Yes, sir. 

Mr. DeWtixp. Well, beyond that, did you do anything at all? 

Mr. Orson. Not that meant a lot. 

Mr. DeWinp. This is an extraordinary situation, isn’t it, or was 
this still a program for relief of discontent ? 

Mr. Otson. May I talk to counsel, please ? 

Mr. Kine. You may. 

{ The witness con ferred with counsel, ) 
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Mr. Kine. While he is talking to counsel, I might say that I have 
been advised that he is a good story teller, Mr. Olson, and it is prob- 
ably as a booster of morale at the pla ‘es that he works, that he was 
sought for; 1s that true? 

Mr. Ouson. Thank you, Mr. Chairman. I believe that that was 
ie, an upright, upstanding citizen. 

Mr. Kine. You are a morale booster by telling stories in pla 
where the morale is low ¢ 

Mr. Oxtson. I didn’t tell any stories, Mr. Chairman, that I can 


t! 


, res ill. 
Mr. King. I was trying to help you, Mr. Olson, in establishing your 
WW rth at these various places of employment. That Is not a bad 


occupation, but go ahead. Did you complete your conference with 
your attorney ¢ 
~ Mr. Otson. I didn’t, Mr. Chairman. 
The witness confer red \\ ith counsel. ) 
Mr. Otson. Go ahead. 
] Vir. DeWinp. Read the question. 
' Phe question was read D\ the r porter as follows:) 
; Mr. DeWINpb. Theat is an extraordinary situation, isn’t it, or was this still a 
program for relief of dis ent’ 
Mr. Orson. Will you reframe your question, please, Mr. DeWind ? 
Mr. DeWrtnp. I would like to let the question stand. 
Mr. Otson. May I speak to counsel, please ? 
Mr. Kine. You may. 
The witness conf rred W th counsel. ) 
Mr. Orson. That is what I would call a double-barreled question, 
nd I couldn't answer it in that form. 
Mr. DeWinp. Well, Mr. Olson, we have heard of two t oO Phat 
Mr. Apple! aum wanted to reheve your discontent and that he em- 


} oved Vou ana vou ala othing as al emploves that vou have been 
able to describe vet exceptl 7 to wo to the oflice perlocdté lly. And 
now I think it has bee) established that you didn’t even tel Stol s | 
I want to know what the $25,000 was for, and then the $15,000 and 
the 15 percent ¢ 
Mr. Otson. Wi I t i Tellow Ke me W i oreat elp to 
ile of the ec cporation. 
Mr. DeWinn. B hat was asa story teller, Mr. Olson. and vou said 
did not tell Da it \pplebaum’s office. 
Mr. Orson. My presence alone was helpful 


Mr. DeWinxv. Do you know of any other job openings at $25,000 
r be i! g helpful in that way? 

Mr. Outson. I don’t know of any. 

Mr. DeWinp. Now, did you make close to $100,000 out of the Apple- 
aaum business in about a vear and a half or pardon me, strike that 
iestion. Did you m ike close to SI 0.000 out of the \pplebaum busi 


*s from the time you went into it in early 1945 until you got out of 


i during 1946, within 18 months to 2 years? 
Mr. On son. [T wouldn’t re member until I looked at the record, 
Mr. DeWinp. Does that seem like a pretty close figure ? 
\Lr. Onson. I wouldn’t want to wuess at that : the income-t iX returns 


i show it. if that in SO. 








i 
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Mr. DeWinp. If it were so. it wouldn't surprise vou, is that right ¢ 


I do not know why we need to take so long on that. Close to SLOO.000 


isa good round figure, and was it of that magnitude, or more / 

Mr. Otson. Lf the income-tax returns show that. then I did. I am 
hot going from memory. 

Mr. DeWiunp. How was that in ome reported by you! 

Mr. Otson. | don’t recall. 

Mr. DeWiunp. Well, you were a forme head of the Income Tax 
Division of the collector's office, and chief field deputy, tnd famuhiar 

th income-tax ruli is T think vou said Anicl (| vou prepare 

uirtax returns ¢ 

Mr. Ouson. No, sir. 

Mr. DeWinp. Did you look at vour tax returns? 

Mr. Otson. Casually. 

Nii De Winn. But you wo to ery fal ir ow tan ret : 

Mr. Ouson. In general 


Mr. DeWinp. Well. befor c wy tax retu . werent vou 


Piarynngdea ! ereneral how the incon Wil reported‘ 
Mr. Ousox. Just very generally, and T just signed 
Mr. DeWinp. Now. when you signed that retu for the vears in 
ext ! "4 edi tinder oath. did Ou not, that if was a true and 


eorrect return ¢ 


Mr. Orson. I don't Ow etl t wa ! t, and I don’t 


Mr. DeWinp. You don't remembe ether the returns were true 
Mr. On Oh. Toa i | ‘ 
f tl ' \ 


I I Dey hie 
is { e tax, 
ri a oul eral 
’ \ f a oma xp e that Mr. 
() ‘ ip oy return 
Mr. Krogu. May IT make a comin on Mr. Ix Onin l 
= Ssrtuatye ere a eve nig 
” SO Dre i \ rf rb itis t we d len t hae 
prey rate orn ncormy ix ! rol | if 
Mir. DeWiun. Mr: Keosh. may I ask Mx. OF by a sate - 
o \ b> iffai vil 1 Derloacl 4 
Mr. Krocn. I was not refe1 ss ater taal 


Mr. Otson. IT believe at that time T was working « truck body 
ness. and T dont make up my return even now, 
Mr. DeWinp. So vou were receiving S25,000 a yi 1 then S] 
O00 plus a lS-percent return in the Ine busine for working in the 
ruck body 1] a 
Mr. Ouson. | was starting to develop the truck-body business. the 
ile ire! v of that busines 











Mr. DeWinp. It is now almost 4 o k. Would vou lke to have 
minute recess, Mr. Chairmat 
Mr. Kine. The committee will recess for 10 minutes, and Mr. Sattlet 
et in touch with e accountants of Mr. Olsor 

\i KING. | e real ure now ome toorade 

Vir. Olson, will vou resume the stand, pleas 

Vir. Sarrier. Mr. ¢ rman. im connectior th your request. | 
ied Mr. Mann. \\ ix connected th the Landau Co., and he 
formed me that he expe to hear from Mr. Landau from Albany 


between a quarts ! mud d I told | { | i 
‘ Tere l 1 \ i ere Those the recorea Bee file irs | 
‘ ‘ at tye tid t ‘ ‘ d. and I told | | ‘ | il] } 
I k around 5 t (I I ( ine hat they will be a I 
{ it thie very ite | mroOyN l ml ow Wie e ¢ ect \] 
j aiiitl \ by wk | j Albanv. and he also told e that e | I 
ered | enver the New York State tax ret 
Mr. Curris. Mr. ¢ i" ~ upon wher 
‘ 


bo non Was il ciel ‘ 

Mr. DeWinp. The subpena was served. Mr. Curtis, on Fred Ss. 
Landau. 

MI. Currts. . NH) pear when, he 

Vir. DeWinp. On September 1951. at the muir of r). 

Mr. Curtis. Did he appear 


Nh I | i ) ‘ e | 1 


Vir. DeW » dtr ’ ppenrance of the re 
Mir. Curtis. Was hi excused from: prod 
Ve. DeWinp. Th . | 
Vin. is. DD e produce any records on the LOth 7 
Mr. DeWinp. Th ( ed retained copies of the 1946 to 19 


Ir. Curtis. But not the data fror » the retin made? 

Mr. DeWinp. No. nor anv of the other re 

Mr. Ouson. May ] ke a voluntary statement ? 

VE. KING. Yo i\ ‘ 

\I COLSON Vii 1) \\ if ect he rere mito Croft } ae iteVve) 
me of it is en Mr. Wright came in and spoke to me ab 

mad LT told Mr. W oni te iold it in abevanee and 1 we ild let 








' 
' 
{ 
: 


ye eu 
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slipped my mind and T never heard anything more about it and | 
was amazed to heard Mr. Wright mention the fact that—and ther 
it came back to my mind. 

Mr. Kine. You were then acting on the orders of Mr. Mealey? 

Mr. Orson. I didn’t hear from him. the same as Mr. Wright didn’t 
hear from me, and Mr. Wright didn’t bring it to my attention agan 
or anybody. 

Mr. Kine. Mr. Mealey had not requested you? 

Mr. Otson. No, sir. He said he would get in touch with me an 
T in turn told Mr. Wright that I would get in touch with him, and 
I didn’t get in touch with Mr. Wright and as far as my recollectior 
is concerned Mr. Mealey didn't get in touch with me, and I dismissed 
the matter from my mind until I heard Mr. Wright’s testimony her 
this morning. 

Mr. King. Does that conclude your statement, Mr. Olson ? 

Mr. Orson. Yes, sir. 

Mr. DeWinp. I show you a photostatic copy of a document and | 
will ask you if vou can identify that as a copy of vour 1945 Federa 
income tax return. 

Mr. Orson. J helieve that it is. 

Mr. DeWinp. Iam sorry, I didn’t hear your answer. 

Mr. Ouson. It isthe 1945 return—lI believe that it is. 

Mr. DeWinp. Mr. Olson, in the vear 1945, vou have testified that 
vou were available to the Applebaum Co. to do anything that you 
could to help out, but that in fact nothing developed during the year 
that vou conld do——nothing whatever during the vear 1945, is thet 
right ? 

Mr. Orson. Oh. I would attend dinners, for good will, and go to a 
couple of wine meetings. 

Mr. DeWinp. Very little? 

Mr. ()rSON, At hotels. ana mH vin I would be out once or twice a 
week, meeting various people. 

Mr. DeWinp. Once or twice a week von would go out to dinner ? 

Mr. Orson. To various dinners where there were wine people whi 
would eather. 

Mr. DeWrnp. That is all you did? 

Mr. Orson. That is all in general. 

Mr. DeWrnp. That is all in particular / 

Mr. Orson. That is all in general. 

Mr. DeWrnp. Is there anything in particular? 

Mr. Orson. Nothing in particular. 

Mr. DeWrnp. Sothat isallin general and all in particular ? 

Mr. Orson. Wait a minute, in 1945, toward the end, I think we were 
discussing a deal with Pepsi-Cola. 

Mr. DeWrnp. You were discussing a deal with Pepsi-Cola? 

Mr. Oxson. I think toward the end of 1945, toward the end of 1945. 
I am not sure, but to the 





Mr. DeWinp. That consisted of what ? 

Mr. Orson. Making sirup. 

Mr. DeWinp. The discussions didn’t consist of making sirup. What 
discussions did vou have / 

Mr. Orson. To get toget he ron p) ice, 

Mr. DeWinp. But that occurred in 1945? 

Mr. Orsonx. I think it was the end of 1945. 
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Mr. DeWinp. Let me show you this and would you look on that 
page at the bottom, and now would you care to tell us what figures 
appeared in that schedule on the bottom of that page of your 1945 
Federal income tax return / 

Mr. Orson. May I speak to counsel / 

Mr. King. You may. 

(The witness conferred with his counsel. ) 

Mr. Kino. Mr. Olson, you understand, of course, that your answer 
to the question put by counsel must be voluntary, and you have been 
apprised of your rights by your counsel. 

Mr. Orson. May I speak to my counsel! ? 

Mr. Sartier. I have not spoken to him about that yet, Mr. Chai: 
man, and if you would give mea moment, I can. 

Mr. KING. Perhaps you had better. Very we ll. Mr. O] On. 

Che witness conferred with his counsel. ) 

Mr. Kine. You have been advised of your rights, Mr. Olson ? 

Mr. Orson. Yes, Mr. Chairman. J refuse to answer on my col 
stitutional rights. 

Mr. DeWinp. Would you repeat that answer, please / 

Phe 
apoove recorded. ) 

Mr. DeWInp. Mr. Chairman. would you be COOU ¢ ugh to ca l 
recess for it f W mutes 4 

Mr. Kine. There will be a 53-minute recess. 


} 
} 
} 


last answer otf Mr. Olson was then read by the reporter. as 


(Recess. ) 

Mr. Kina. The lhe FWHIILI Tv Ome to orcdel 

Mr. DeWinp. Mr. Chairman. on behalf of the committee ] ild 

e to advise the witne Mr. Olson, that as to the questi« e has 
Ot IsKheC sren toa ver it may only dupon ae} f 
the privilege assured un the Constitution that he does not have to 


answer any questiol which will tend to indicate that he has comm tted 
Lcrime, and that is the only privilege that he now has on ; 

n base his refusal. 

Mr. Kiwa. Do you understand that. Mr. Olsor 

Mr. Onson. Mav I talk to counsel / 

Mr. KING. You} AV. 

Che witness conferred with his counsel.) 

Mr. Dy WIND. Mi Reporter, would Vou read the last ( estion, 

? 


nie 


ase 
Whereupon the reporter read the question, as follows :) 
t me show you this and would vou look on that page at the bottom, and now 
d you care to tell us what fig 
f that page of your 1945 Federal income-tax retut 

Mr. Otson. Mav I speak to counsel 

Mr. KING, You may. 

( The Vi itness conte rred v t| his counsel, } 

sm . : 

Mr. S rrper. Mr. Chatrman,. it not the witness hvehntion at 


Li 


ixures appeared in that schedule on the bottom 


this hear ing to be contemptuo is of this comm (tee, He has freely and 

luntarily testified as you are well aware. However. I believe that 
this question is of such a nature as would warrant this witness in view 
of the circumstances to raise his constitutional privilege. I want to 
ay to this committee that this witness personally has no fear of what 
these returns disclose, but is fearful that any answer which | 


e may 











LOO 


Mr. Sarrier. | should like to recall to vou, sir. that you nquired of 
e whether or not T had advised this witness of his constitutional 
hts. and then LT assumed that he had constitution alr vlits of wl 
| was to advise him. which T did: and now we come to the point 
having advised him of his constitutional rights, and relyin 

hot wet al expres 


I pre 


aan 
Mi KiN« 


Mir. SATTLER 
Mir. De Wisp 


edi Was that 


th respect 
fy to What these 
Mr. Kine. Th 
quested to read, | 
Mir. SATTLER. 
tion there which 
tutional question. 
Mr. DeWinp. Mi 
heure f 
Mr. Chairman, I 
Mr. King. Read t} 
Whereupor the 
ve recorded, ) 


Mir. Kine. Mr. O|} 
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Mr. Orson. May I speak to counsel 

Mr. Kine. You may. 

Mr. DeWinv. Mr. Chairman, | would suggest that the questio 
Its context, after all that has been interposed here, should require 
identification of just what matter it is to be read, and I would sug, 
juestion be rephrased to ask the witness would he please 1 
| of schedule G at the bottom of page 2 of his 1945 Federal in 
tax return. 

Mr. King. Do you understand that, Mr. Olson ? 

Mr. Orson. LT understand that, Mr. Chairman; and may I spe 


that the « 


counsel ¢ 


Mr. King. You may. 
{ The Wwithess Col ferred with his counsel, ) 
Mr. OLSON. The schedule reads as follows: 
‘ing, $3,500 
se, funds received from Wine Ii 
notional expenses, $8,065 


then it shows, « 1 the rivht han 


hows s | 135. 
Mr. DeWinp. Mr. Olson, in the ligh hat ' 
i rning your activities on behalf ot W he Inclustries dui 
ar L945, did you in fact expend the figure of $8,000 plus 


deductible promotional expenses—strike “deductible’—on pro 


tional expenses for the firm during that vear? 

Mr. Ouson. On that I would have to “ro lo the records, and L clk 
know the answer, but the certified public accountant would have 
sheets to show the answer. 

Mr. DeWinp. Now, Mr. Olson, did you not in fact testify that 4 
did nothing during 1945 on behalf of Wine Industries except to att: 
. few dinners? 

Mr. Ouson. I think that I stated, Mr. DeWind, that I went out 
a couple of dinners a week, and I bought a number of tickets for var 
affairs, promotional expenses, and that record would show in my w 
sheets for the income-tax return. I haven’t that, and I don’t kn 
anything about those figures. I am not trying to evade at all, but 
work sheet and the certified public accountant can be here, and he 
answer any and all questions, and I don’t know anything about 
constitutional business. 

Mr. DeWinp. How did your certified public accountant obtain 
figures to make up a tax return ? 

Mir. Otson. He must have gotten them from the records of 
paid me, and my own. 

Mr. DeWinp. Did you keep records of your expenditures ? 

Mr. Otson. I assume—and again I can’t answer you, because IT di 
know—the record from the certified public accountant will show 
and 1 don’t know. That is 6 years ago. 

Mr. DeWinp. Well, now, in order to sustain that deduction o1 
basis of dinners, you would have had to expend approximately + 
or $160 a week on dinners. 

Mr. Orson. It might be other promotional expenses, and that 
after 6 years I don’t remember. 

Mr. DeWinp. I thought you testified that you did nothing. 

Mr. Otson. I don’t think that I testified that I did nothing. 
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Mr. DeWinp. Yes; I think that you did. 
Mr. OLSON. Well, then, I would like to correct it, because the word 
othine”’ shouldn't be in there: certainly | was doing something. 
Mr. DeWinpb. What did vou do, Mr. Olson. and what correction 
»> vou Want to make in the rec ord 4 
Mr. (OLSON, Well, I would like to look at the Work =] eets 
Mr. DeWinp. Mr. Olson, the work sheets will not ' 
1 ital. 
Mr. Orson. They will show where I went to, 
Mr. DeEWinp. The work sheets will show where vo 
Mir. Otson. It will show various affairs. . 
Mr. DeWinp. Now we come back to the other question, you must 
e spent S150 or S160 a week on affairs. ldo vou think that you did ¢ 
Mr. Ouson, That plus other things, 
Mr. DeWinp. What other things ¢ 
Mr. Onson. L don’t know, sir, until Tsee the record. 
Mr. DeWinp. Now, Mr. Olson, you have provided t! 
lh youl retained copy of your Federal income-tax 
endar year L46, and I will show you that document at 
t isn'ta fact, or rather, if that is a true and accurate copy of your 
46 Federal income fax return. 
Mr. Ovson. May I speak to counsel ¢ 
Mr. Kine. You may. 
Phe witness conferred with his counsel.) 
Mr. Orson. I can’t identify it, but IT have 
ume that it is corre , 
Mr. DeWinp. Well, now, this document was handed to us by yout 
accountant, Mr. Fred Landau, and are you now prepared to identify 
is your retained copy of your 1946 Federal income-tax return. 
Mr. Orson. Again Tsay L assume it is correct. 
Mr. Di Wiuinp. May I have It, please ¢ 
Mr. Otson. Yes, sir. 
\Ir. De WInp. Now, there is attached to this return on the inside a 
edule, a typed schedule marked “Schedule E, line 3. other income.” 
Would you please read the attached schedule, everything appearing 
the schedule / 
Mr. Otson (reading): 
chedule E, line 8, other income, promotional expenses funds: Wine Indus 
s, $23,100; J. B. KE. Olson Corp., $1,000. Less traveling, entertaining, and 
» expenses incurred in accordance with agreements covering expenditure 
ibove funds, $17,731.90. A net of $6568.10 
Mr. Otson. Now, Mr. Olson, do you conclude from those figures that 
you asserted the expenditure on traveling, entertainment, and auto 
expenses incurred in accordance with agreements covering expendi- 
res of the funds from Wine Industries and J. B. E. Olson Corp., 
it sum of $17.731.90, of which no more than $1,000 could be on behalf 
J. B. E. Olson Corp. ¢ 
Mr. Otson. It is the same answer, sir: I don’t know. I would have 
to see the certified public accountant and find out how he made up the 
records from my records. 
Mr. DeWrnp. All right. Is it possible, Mr. Olson, that you spent 
a sum of at least $16,731.90 on business expenses for Wine Industries 
in the calendar year 1946 / 





LOS NTERNAI 


Mir. Orson. T would have to look at the record 

Mr. DeWinp. What do vou recall doing that vear on entertat 
travel, and promotion’ It says “traveling, entertainment, and 
expenses, 

Mr. Orsox. I don't know: I would have to look at the record: t 
» Vears ago. 

‘Mr. DeWinp. You have no recollection whatever / 

Vir. Otsox. T would have to look at the record. 

Mr 1) Winp Did vou do anvth ny for Wine In 
vear ¢ 
~ Mr. Onsen. Ey dently, from what 

Mr. DeWinp. Wasnt it vou 
thing for Wine Industries / 

Vir. OLSON. No: it lad |. I corrected 

Mer. DeWinp. What did lo for Wine Th 

Vr. Orson. Public rel 

Vir. DeWinp W hini traveling did vo do for 

Mer. Orsox. LT wouldn't remember that. except 

Mr. DeWinp. What type of entertainment do vou 

Vir. Orson ldont recall at the present time. : 

Mr. DeWinxp. Did vou Turnist! Mr. Landau with personal re 
Inaintamed by you for the purpose of preparing your tax retur 


Mir. Ouson. As far as 1 cat collect, IT gave him everything, t 


ations, entertarn,. 


tot my empory 
Mr. Di Np. ’ the best of vour memory. vou gave him re 


Wi 


chow stain the deduction of $17,731.90? 

Mr. Otson. To the best of my memory; ves. 

Mr. DeWinp. And those records Mr. Landau 

this committee at vour direction, is that meht / 

Mr. Onsox~. Yes, sit 

Vr Cur Mav Laska 

Mir. King. Mr. Curtis v Th 

Nir ( URTIS, Wh did you becom Lie; ‘ ie Aleohol Tax | 


Mr. Onson. In January, January 

Vir. Curris Who appointed vou / 

Mir. Onso~w. Mir. Nunan., Commissioner Nunan. 

Viv. Curtis Who was your immediate boss or superior? 

Mr. Orson. The Deputy Commissioner, Carroll E. Mealey oO 
Alcohol Tax Unit. 

Mer. Curr Was it gene) ily known as to the amount of time 1 
Vou put ll his job. that vou have testified was a couple of hour 
iy 4 
Nii (OLSON, In the Aleohol lax Unit. or the Wine Industries / 
Mr. Curtis. Inthe Aleohol Tax Unit / 

Mr. Orson. Well. TP wouldn't know that, Mr. Congressman. 
Mr. Curris, Did your immediate superior or any other super 
it} on vou and talk tO Vo tbout the Col cluet of vou! office, 
not you were supposed to be in the office during CuSO 
ins / 
Not to my knowledge, except the letter Mr. DeW 
ne ever checked up on you, to determine w 


roy / 








Mir. Oluson~. Not thin 
Mr. Curris. Did any supervisors o1 
nertonh o elsewhere ai df vot were absent fron { 
Mr. Otsonx. Most of the time I would know 
I would be there. o1 ppolntments 
Mr. Curris. Were | e] telephoned COnce] 
vas bot presel ece those calls / 


¥. 4 ongere 


e\ yet cre'l , { | ! lites, 

Nir. ¢ | lead » Was 

~ head o X ! ! rnd tl 
Mir. Onsen i He: ~, 

My CurTis ral “e miatters were 

Mr. Ousonxn. Not to mv knowledge. 

Mr. Curris. Did vou ever tell anvone 


“) Y hours ; I ol abi the rest of 

Mir. Ouson 

Mi 

Mii 

Mi 

ed 

Mr. Ousox. Not that I recall, Mr. Congressmat 

Mr. Curtis. ! ver told you that to cont 

ou must be there and conduet the duties of that office / 

Mr. Ousonx. Well. I thought 

Mr. Curtis. During the full bn 

Mir. Orson. Well. nobody eve 

spness. because LT did con | t the bus 

e eth encev rating of the ollice will show 

be there for S hours a lav. Mr. Congressman. 

Mr. Curtis. Were vou ever in St. Louis ¢ 

Nii C)ESON. Never. 

Mr. Curris. You 

Mr. Ouson. Never 

Mr. Curtis. How mint 

Mr. Orson. T knovy 
1} tuihel 

Mr. Curris. Do vo 
ternal revenue? — 

Mr. OLSON, Yes, sir, Mr. ¢ ongresstnan, 

Mr. Curtis. How long have you known hin 
Mr. Onuson. I laeine probably Yor lo vears, 
Mr. CURTIS. Where would vou see him / 
Vr. OLSON. Well. | would see him 1} Wash ! 
min New York. 

Mr. C1 RTIS, Did } e come to New York freque) 
Mr. Ouson. Well, I should sav. TP don't | ' 


/ 


/ 


e, but | probably woul 
ee times a vear, when 


Dial 
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Mr. Curris. Did vou ever have any conversation with him about 
Mr. Orson. Never. 
Mr. Curris. Did vou ever have any contact with any attorney 
the Lithofold Printing Co. ? 
Mr. Ouson. Never, except it might have been Mr. Finnegan, 
in attorney. 
Mr. Currts. He was attorney for the printing company ? 
Mr. Orson. That I don’t know, but he is an attorney. But [1 
had any conversation with an attorney for the American Lithofold ¢ 
Mr. Curr. And vou never had any conversation with Mr. Wil 
Boy le. ar.. abo it 10 ¢ 
MIr. On v. Never. 
Mer. Currts. Do you know the 
Mr. Ouson. Yes, sir. 
Mer. C1 s, You never discussed the Lithofold Co. with 
Mr. Orson. Never. I don’t think that he would know me. 
Mr. Curris. How did you receive your checks from the Lithof 
oO. % dict omeone hand them to you 4 
Mr. Orson. Through the mail, from St. Louis. 
Vir. URTIS, Would there be a letter accompanying then 
Mr. Orson. No: it would be just the check. 
Mr. Currts. Just the check in an envelope? 
Mr. Orsox. Yes, sir. 


Mr. Curris. And no communication whatever reciting that 


( heck wis enclosed ? 

Mr. Ouson. That is right, sir, and I leposited the 
personal bank. 
? 


Mr. Currrs. Did you ever acknowledge the checks 

Mr. Orson. No, sir: I endorsed them and put them right in 
bank. 

Mr. Currts. When these checks would come would there be 
statement showing how the amount was arrived at? 

Mr. Orson. None whatever to my knowledge. The only statem: 


given to me was at the end of the year 1949, and what we cal] 
report form of 1099, so they have reported me to the Government a 
i reported that amount for the Government. 

Mr. Curtis. Did they withhold any taxes? 

Mr. Orson. | don't think that they did, Lam not sure about that, t 
return would show that, and I don’t think that they did. 

Mr. Curtis. Now, did they withhold social security taxes during t 
time that you were an employee on a salary, and a vice president 
salary / 

Mr. Orson. That I wouldn't know, Congressman. 

Mr. Curtis. Do you have a social security number? 

Mr. Orson. I don’t think I have, I probably did away back some 
place, I don’t know. 

Mr. Currts. And you don’t know whether they paid social securit 
taxes on your wages or not? 

Mr. Oxson. I don’t know. 

Mr. Curtis. Did they pay it on your commissions ? 

Mr. Ouson. Pay a tax? 

Mr. Curtis. Social security. 

Mr. Oxtson. That I don’t know. 
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Mr. (CURTIS. There was ho discussion when you went from sal ry to 
ommissions, whether or not it would be covered by social security 
Mr. Orson. I still don’t know whether that was a salary or whet! 
Was al advance payment tvainst comm ssions, and I don’t know, 


, 


never had any advice on it, by that I mean corre spond nce Oo 
lon't ky oV 

\[r ( RIS, \ v. ornine | asked you w] il 
{ Lppos cd to do for this 


lot of 


Llow were thev to get any benefit / 

They probably figured that in ind 1e was W 
wh, itl know th it no time would I use my office at the AJ 
l figured that 
Mr. Curtis, Now, what was the plan on how potential purchasers of 


Vere to ki ow That Vou we re ice ntitied W t | The Lithofold Co ( 


1] 
ell 


La 
Mr. Orson. Exe ept by people that [ met, that T would tell them that 
as, Industrial manufacturers, and industrial business and let them 
now, 
Mr. Curtis. They never got any business from that source ? 
Mr. ( YLSON. No. sir. 
Mr. Curtis. Just business from liquor concerns? 
Mr. Orson. The two phone calls that I made. 
Mr. Currts. Now, is it your idea that that was an ethical proceed 
for the individual holding a high office in the United States 
fysovernment charged with the collection of the alcohol taxes and the 
uance of permits ¢ 
Mr. Ouson. Well, I thought that I would eventually contact the 
dustrial world and it would be worth while and it takes time to do 
it kind of business, Mr. Congressman. 
Mr. Curtis. That wasn’t my question. Was it your contention that 
at Was a proper procedure for you to engage in as head of the 
\lcohol Tax Unit here? 
Mr. Ouson. I thought it was all right, Congressman, as long as it 
lidn't interfere with my governmental cuties. 
Mr. Currts. Didn't vou realize that such a procedure might amount 
more or less of a “shake-down,” that people that had to deal with 
ur office would be embarrassed if they didn’t buy this printing 
from this company ¢ 
Mr. Otson. I never considered dealing with people that were doing 
isiness with my office. 
Mr. Curtis. Didn’t all of these liquor industries do business with 
ur oflice ¢ 
Mr. Otsonx. But they were not my accounts, Congressman. 
Mr. Curris. What do you mean‘ 
Mr. Outson. I was in partnership with another man. 
Mr. Curtis. You were getting the benefits of it ? 
Mr. Ouson. Yes, sir. 
Mr. Curris. And that faet was not withheld from these people, 
ras it ¢ 
Mr. Oursox. That I don’t know. It wasn’t given to them by me, 
nd Ldon’t know who used my name. 
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Mr. Curris. Well. that was all that vou could give in retta 
your compensation, wast ‘tom. thet elt to use vour name ’ 

Mr. Ouson. | never gave the right to Use nv name, excepting 
two instances that I called up. 

Mr (CURTIS Well. now, Vou realize { you had not beet 
the Aleohol Pax Unit that the activity vou cart ed on would not 
resulted in anv business for this concern, did vou not ¢ 


Mr. COLSON | thought on competitive bidding, al the 


the hen 


+ 
Vo 


tilled lip. and they were qual fied to bid. ind that it met wit 
itisfaction of the two concerns that | called up. ind ] thought 
thev were getting a good thing for themselve 

Mr. Curris I do not think that vou ire as harve as Vou appeal 
You must have known that these people who had to vet perhill 
vou, that a revocation of an existing permit would have to go t! 
1 Voul 


1 
} 
} 


vou! office, aia that they hiacl to pay thet mmxe throug 


( they were put mh a position Where thev tad to DLV DI 


ertaih way, o7 else, and did vou not know that 
Mr. Ouson. No, sir. ; 

Mr. Curtis. It never occurred to vou 
Mr. Orson. That didn’t occur to me until the first part of tl 
Mr. Curtis. Anv more than the fact that vou have bee: 


llector ol ternal reventie, } , ; ‘ neon 


/ 


explai Corie 
Mr. Onsonx. T did not—that w 
adutv OF thre midit department, 
Mr. Ccrris. How much of a reduction in income did yo 
epting the job as head of the Aleohol Tax Unit / 
Mr. Otsox. IT would have to look at my return 
redhuetion 
Mr. Curtis. Why did you take the job ¢ 
Mr. Otsox. Wor ld you repeat the quest on. pl 
Mr. Curtis. T think the question was answered. 
Mr. Onson. T don’t think TL answered it properly. 
Mi kris. Say anvthing further vou wish 
I ana answet referred to Wer read by t] e repr 
didn’t take a reduction, because IT then became 
Ie (Ison Corp.. ita salary And ] dlo not ti 
ma the prestige, I liked it. and I like that k 
» been mn it for vears. And Tet joved, what you 
. . id standing in the community, and it appealed 
nd T liked it ind Tstill do 
Mr. Curtis. IT do not care to continue this questioning, Mr. O 
but [certainly want the record to show that I do not believe that 
conduet is an aid to the conduct of the affairs of the Governme! 
the United States in the collection of the tremendous amounts of ta 
that we must collec t.and in keep he the « ontidence of the taxpaye! 
the country who pay their taxes largely through a voluntary 
Ni { Tao | think that if what you say here Is correct, about thr 
of supervision of vour office, that vour superiors can be held blame 
| uch a sity ition. 
Mr. Keogu. At that point, Mr. Chairman, mav T have the rr 
note that wit! il] due cle ference to Hi\ adistit eutshed colleague | 


— 


] 
Nebrask: nd IT have attended these hearings since thev start 








j 
rhetdiie 


\Ir. Orson. No, s 
Mir. DeWinp. W 
Mr. Onson. No. 
Vir. DeWinp. Y 
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MIrw DeW 
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\Iy 
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MIew DeWuinp 
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Mr. Otson. No, I don’t remember that. 

Mr. ey WOUND. And later, when you learned the specific account 
1950, did you say, “Now, did you use my name in these accounts” ¢ 

Mr. Otson. No: [ never mentioned it. 

Mr. DeWinpb. Did you say, “Don't use my name in these account 

Mr. Orson. I don’t remember that I ever did that, and I just ce 
doing business. 

Mr. DeWinv. Yesterday, Mr. Olson, in connection with the VW 
Industries, you said: “Eventually I helped out on the Pepsi- 
Corp.., and the OPA, because we had a lot of sugar, and we | 
them out with the OPA.” 

Who were the “we” that helped them out with the OPA ? 

Mr. Orson. Meaning helping Pepsi Cola. 

Mr. 1) WHuUIND. “We helped them out,” you said. You wel 
ing vour duties with Wine Industries, and you said: 

I is tl ' “rly every day to be of any help I could under the | 

ns ¢ l xe Leould do 

Mir. at did vou de 

tually, I helped out on the Pepsi 


} i Le | 
of sugar, and we helped them out with the OPA 
Mr. Otson. Well, I don’t understand that question. 
Mr. DeWinpn. What was the help that you gave the OPA. a 
Nir. Onson 
Mr. DeW1 


(rs 


ormeys f¢ ! 
etat i meeting. 
Mir. DeWiwp. Well. ne wr 
u—did you also help them out ‘about the 
Mr. Otson. No,sir. 
Mr. DeEWinp. Was there ever anv quest 
v the Aleohol Tax Unit. sugar sold to 
iramel coloring added to it? 
Mr. Orson. To the best of my memory. right 
hat eX tec : 
Mr. DeWinp. You know nothing of that at all? 
Mr. Orson. I don’t recall anything like that. 
Mr. DeWinp. Mr. Chairman, it is late. We have run a littl 
vond the time, and should we recess until 7: 15? 
Mr. Sarrirr. Mr. Chairman, I have an appointment this ever 
which | made some time before | k1 CW that | Wis to appear he 
| would | ke to keep If. and. ft course, | { reciate the bu re 


Vie 


e committee comes first: but if it wouldn ronventence the 


mittee too much, I would appreciate if you went over until tomor 


morning. 


Mr. Kine : | nin af Lidl, Mr. Satt le ce that is asking a whole lot ( 


committee, cor dering things that are unavoidable mn connectior 
the committee The committee must be in Washington tomor 
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night, and I ani afraid to accede to your request, and it would upset 
the whole schedule of the committee. 

Mr. Satrier. Do you intend to conclude today ? 

Mr. King. Tomorrow. 

In order to conclude tomorrow, it will be most necessary { 
committee continue this evening with an evening session, 

Mr. Sarrier. All right, sir. 

Mr. KING. The committee will now recess until 7:15 this 
You will return, Mr. Olson. 

Mr. Otson. Yes. sir, Mr. Chairman. 

(Whereupon, at Oo: 00 p. Inh., a recess W ith take nh ubhtil 
the same day. 


EVENING SESSION 


Mr. DeWinn. Mr. Wright. 
Mr. Kine. The committee will now come to 
Mr. Wright. and take the stand. Mr. Wrigh 


wornh, 
TESTIMONY OF JAMES A. WRIGHT—Resumed 
Mr. DeWinvo. Mr. Wright, you stated this morning i 


ionv that vou are at present head of the Permissive Sect} 
\leohol Tax Unit for the New York di that vou are assis 
ipervisor in charge of the Permissive . J na ight ¢ 
Mr. Wricir. Ye: 

Mr. DeWrinp. Mr. Wright. 

ministrative procecttre 

! 1 wine ol iq Ol 


i 
/ 


e application ¢ 
Mr. Wricur. There are governmental forms 

nts for permits Phese sare filled out by an ay 
iflice, at which time they are stamped 1 


bmitted to our ¢ 
k to or are 1 united back to om permit section where how an 
ecked for mandatory nformation to be shown. and other de 
ents that are required to be submitted with the application, su 
sworn affidavit, and giving a lot of information that 

such applications 

After i is checked 

Ving certam mnformation on t face of such ; ? ame of it 
d the address of the ippli ant, ane ie officers, and other pertinent 


formation that is necessary for our investigative or imspectior 
orce to investigate the character of the applicant or applicants 
When it is received by the chief nspector, 1€ Is ass ened out to 
e or more inspectors to investigate and make a report and a con 
IstoOn., That re port, when finished bry an mivestigative Inspector, 
returned back to the clief Inspector, at which time he has it reviewed 

<ome of his subordinates—we call t} Ch reviewing’ officers ana 


it goes for a check by the assistant chief inspector. and ther 
roes | 


o the chief 3 spector To his coneurrence or disay pDroval 


ul he mav deem necessary in order to get a fi 


pmaort, 
After if 1s finished } t} ! (LIVISTON, 


NK, where | review Tr. mnie ; es ‘eCcOMMMmMenca 





nendnation, after whl ts ‘sto the 
the 
accept mv re ommendat 
ie periarit pauper ire 
estigative report I 
permit, goes back to my desk, 
charge of the bo ' 
up to the supers 
iitel rrial 


Wi 


Vir. Wrieu! 
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i if 


\I 





i> pena ne ! qolil of} t 
leted, bul almost cony 
mt was on a Friday a 
Ve }? | | i¢ 
1\ a e ¢ iro Ni 
(ons iV ne 
vestigutlo ret tee 
V¢ wil ih) (ral ‘ 
prie ail Tt] \v\¢ kk ‘ 
ect pipe | | ‘ 
L would he | 
Well. ] Probab 
L, 
> ¢t { 
i thie C.¢ 
Di Winp. W 
Mir. Wri | 
Mr. DeWinn. 7 
Mr. W iH \ 
t ' \l Ke 
I 
Dr. I 
I 
~ | 
Mii 
I> 
XT 
Mir. Kus Wii \I 
Mr. Wrest Mir. Ki 
Mr. De Wrn I] 


lk ted, 
~ 


()) 
Mi 





\ i Fy { \ \ 
ny memory how, app ito 
( Ve vation ul not vet 
ihe | reinel taker avs i! 
iturday,. \t thaiat { | \ 
Vet moved 1 V fan \ } ( 
leans up here 
Kennedy lle ie a 
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Mr. DeWinp. Mr. Wright, did Mr. Kennedy in talking wit 
further Sav: “This procedure was one of those things which could 
be helped” ¢ 

Mr. Wricutr. Mr. Kennedy told me that it was one of those tl 
we couldn’t get around: we would have to do that. 

Mr. DeWinp. Did he suggest that “we should not let this in 
weaken our morale, but to carry on like we had been carrying on” ’ 

Mr. Wricur. Yes. When I mentioned the inspection man and 
inspection department, that an operation like that would certa 
have a bearing on their morale, and they would wonder what 
going on when we issued a permit under those conditions after they 
nvestigated it very thoroughly from stem to stern, you might say 

Mr. DeWrxp. The investigative report. 1 understeod vou 
n this matter had not been completed at the time. 

Mr. Wricir. It was completed about either Saturday evenn 
Monday or ‘Tuesdav. one of those days. l ve forgotten what 
hat investigation was completed, but it was completed as quick! 
DOss ble, But | beheve that pe rmiit was issued before that Inspr 
ompleted that investigation. It was a Saturday when thev were t 
ne to me. 

Mr. DeWinp. It was Saturday, May 31, 1944? 

Mr. Wrerr. That is right. 

Mr. DeWinp. When was the permit issued ? 

Mr. Wricur. The same day, 1 think. 

Mr. DeWinv. The same day? 

Mr. Wrientr. Yes 

Nii D: WHuINpD. When the Investigative report cam 
ommendation attached to the report that the appl Ci 
be disapproved ¢ 

Mr. Wr GHT. The inspector recommended disapproval 
Mr. DeWinp. For the reason that Joseph Applebau 


ft i I~ nconnection W th the oneratio1 of Getler | 


| 


’ 
‘ | 


ited in this report, he being one of t 
ison of his bi ess experience 1 


| 1 
with respect to tft > proposed ( 


rmitvy with Federal law? 

Mir. Wrrenr. That is the report. 
a verv unusual thing. or was it fomal 
he top officials in Washing 1. to interfer 


ration st rt} 


ePtoevervbpo ly hy t} ® Invest 


ivy 20 vear service’ that | 


s this one and one that I 


that you know 
Mr. Wrrenr. Yes, 
Mer. Kean Where the top official ee ee ee 
of justice at the lower level ? 

im. Sir. I don’t know whether you WP 36 tendons 
not, but the Commissioner has a lot of authority in that type of 
Yo e, he has the last word. T don’t know how much powel he 
vot ‘couldn't answer that. The usual routine is for us to go th 

nvestigation, make the recommendation. decide one way ¢ 
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ther. and if we dee de to go to hearing why the Ssupery ior so orders 

ind we go to hearing, and the next remedv after the supervisor then 

they mia) legally fo Gown to the Assistant Deputy Commissioner al d 

the Commissioner for final decision, and if it 1s against the applicant 
here he may take it to the circuit court of appeals. Do vou see what I 
ean’ ‘That is the way that things works. It just happened in t 
ise the Commissioner saw fit Lo have us Issue the permit right away 
Mr. Kroau. May I ask you. Mr. Wright, in your 20 vears of exper 
nee—is it 20 years with the Unit? , 

Mr. Wrienr. Yes, sir. 

Mr. Keocu. Have you |! ul any oeeasion to follow any of those cases 

iit were taken to the court of appeals ¢ 

Mr. Wrieur. Yes. 

Mr. Krogu. About how many do you know of / 

Mr. Wricur. Well, there was T. J. Molloy. That is one that went 


ithe way up to the Supreme Court. 

Mr. Keogu. | don't mean fer vou to name them all I want you 

ll me how many vou know of that were taken to court 

Mr. Wrieur. There has been, I ouess. half a dozen since T have beet 
ere taken to the circuit court of appeals. Ouly one or two I know of 
at has gone all the way through. 

Mr. Keroacnu. Have THAT of those applicants that have taken their 


} / 


ises to the courts succeeded in reversing vou 
Mr. Wricur. No, sir. 

Mr. Krogu. None / 

Mr. Wricirr. No. You see, sir—— 


Mr. Keocu. You have a better record than the average United 


States ttorney's office. the lon t vou / 
Mr. Wrieurt. Sir, may I say this: That it has been our policy to 
ver take an applicant to trial disallowine a permit f we think that 
f will he beaten. We would rather wive the benefit of the doubt to 
e applicant rather than put him to all of that expense. Whe 
ow, and our Legal Department knows and advises 1! upervisor 


| we are linble to lose it. we don't do that. 
Mr. Keocu. In vour 20 vears of experience with the Unit do y 


ow of any instances where those doubts being resolved in favor of 
- applicant rather tha n foreme the hitigation were exer sed 
Mr. Wrieur. What that now / 

Mr. Keocu. I would like to know whether in your 20 years of ex- 


rience with the Unit von know of anv eases where the doubts vou 
ve yust mi 
Mr. Wricur. Yes. 

Mr. Krocu. About how many of them ? 

Mr. Wricutr. I wouldn't know otthand. Any one that comes up 


‘i we don't have, In our opibion, and tiv leva ~T iff dior t nave suf- 


ntioned were resolved mn tavor of the mpoleant 


ent evidence that, in his opinion, and my opinion and the super- 
| pe 


ors opinion to substantiate in court, taking into consideration the 
uit court of appeals, who 1s going to review our action, we don't 
nk it would stand up, we would rather give it to him. 

Mr. Krogu. You have done that? 

Mr. Wricur. Yes. 

Mr. Kroau. So that the six you mentioned are only those t] 
ided should not be eranted, and the courts upheld you ¢ 


Mr. Wricur. Yes. 





Mr. Keogu. May I just for a momet 
at experience have you had oceasion to 

Mr. Wriar. Yes. 

Mr. Krogu. Your chief inspector ¢ 

Mr. Wricur. Yes. 

Mr. Krogu. And your 

Mr. Wricur. Yes. 

Mr. Krogu. That is not uncommon / 

Mr. Wrietr. IT would not say it 

Mr. Keogu. It is rare, but it hap 

Mr. Wrieu It happens once i 

Mr. Kroon. I hate to asl 


of expel 


pervisor ? 
Mir. Wri 
Mir. KNeoon 
\Ir. Wrigitt 


Vir. Nog 
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Legal section, the recotibhenaatioy of ly Rhees, the wpe 


recommendation of yvourself as head of Permissive Section, thes 


never transmitted to Wa heton: tliat rieht,. prior to the cee } 
fo dssie The permit ¢ 

Mir. Wroeirr. I de ow ther thev went do ‘1 ( 
fthe permits would go de I lo Ov 

Vir. De WINp. Lien before the rsuance of the pe 

Mr. Wrieirr. Tdon't thu 0 

Mr. DeWinno. That it mace t] se unusun 

Ir. Wrieur. Tha right, 

Mr. DeWinn. That e findings of the tield wer t tuke 

, i reaching the ce S10) 

\} Wren Dhiset rig 

Mir. DeEWinp. Did vou discuss the case with | R 

une back to N York e following Monday 

\ \\ 


, RIGH ac 27¢ | Over ne, 


) 
Vii DD WuiNpb. \\ il i tie t\ ] tiie pore is i rett ‘7 i ove! 


Mr. Wrieur. He said. ver in his Government service did he hay 
y problem | 
Ir. DEWIUIND 
problem lke that to face before 
Mr. Wrieutr. That is right. 
Mr. De Winn. This all happened in May of 1944, Mr. Wright. th 


April of that vear had there been a conference regarding this matte: 


< tto tance bettors 


| it | 
Neve ! his Crovernment i} ee aid ?@ have a 


1 s : | } | } 
it Dr. Rhees’ office that wa ttended by the Commissioner é 


Mr. Wricur. Yes, sin 

Mr. DeWIUNp. 1} if ~ the Commissioner atte deada contere 

Mr. WriGciut. Yes, 

Mr. DeWinp. Was Mr. Applebaum at the conference 

Mr. Wrient. There was Mr. Applebaum, Mr. Van Buren, the at 
tornev for Mr. Applebaum, and Mr. Nunan, of course, he was our 
( obititssioner, ana Ni Berkshire. 

Mr. DeWinp. Mr. Berkshire, that is Mr. Stuart Berkshire who wa 
he Deputy Commissioner in charge of the Aleohol Tax Unit? 

Mr. Wrieur. That is right 

Mr. DeWixp. Was that at all an unusual procedure to have a cor 
ference on an application conducted by the Commissioner and Deputy 
Commissioner in New York ¢ 

Mr. Wrieur. Well. t Wis the first one | evel attended like that. 
You see. T was only assistant supervisor. If Mr. Nunan and the 
Deputy Commissioner had been in before, T don’t know it. It is 
the only time that the first time that Mr. Nunan appeared after he 
was made Commissioner that I remember of. He came in a few times 
ifter that, I think, maybe once or twice after that, but not under the 
same circumstances: some other visit or something like that brought 
him, 

Mr. DeWinp. Mr. Wright, do you recall that in the fall of 1944 
Joseph Applebaum had another application for a permit ¢ 

Mr. Wrient. That is right. 

Mr. DeWinp. Do you recall that in this application it related to a 
concern that Joseph Applebaum had taken over control of 4 


Mr. Wrienr. That is right 
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Mr. DeWIinp. Now, Mr. Applebaum had lost his permit: i 
been revoked, I believe, in 1942, had it not, in another company 
controlled ¢ 

Mr. Wrigur. Well, his permit was revoked on the Geffen I 
tries: that was revoked, ves. 

Mr. DeWinp. This was the first case that he had come up w 
a new permit after that ¢ 

Mr. Wricnr. That is the first time he came in; that is right. 

Mr. DeWixpv. Can you tell me what happened in the process o1 
sider ing that applicat ion ? 

Mr. Wricur. We received the application and gave it promp 
tention in investigating it, and we made the same recommend 
ivain that we finally made on the first one. 

Mr. Dr WINp. Do you remember that the investigative repo! 
t] at case, dated ( etober 9, 1944, said : 

There are voluminous reports in the office files listing vie 

dustries, Inc., during the life of this corporation, some of 

t which are as follows 


1 


| should 1! ferpose, the (reftlen ly dustries was the Joe 


company 

Removal of untaxed paid tifving wine on bonded winery pret 
failure to pay rectificatio rpa nt of taxes, falsifying Go 
records, addition of foreign i mie to wine, overameloration of wit 
mislabeling 

Do you remember those é 

Mr. Wrieurt. Yes. 

Mr. DeWrnp. Do vou remember that that investigation report ma 
a recommendation : 

It is clear that because of the association of Joseph Applebaum wit 
Canadaigua Industries, Inc., the applicant is net likely to maintain comp! 
with Federal regulations and it is accordingly recommended that the app! 
be denied. 

Mir. Wricur. That is Inspector Dunn—— 

Mr. DeWinp. That is Inspector Messivitzky. That report is dat 
October 9, 1944. Do you recall, Mr. Wright, that on October 12. 14 
Dr. Rhees, district supervisor, transmitted to the Deputy Conu 
sioner in Washington a report enclosing the investigative report. | 
gether with the applications, in which he said: 

In view of the past record of Joseph Applebaum as set forth in the inspe 
report dated October 9, 1944, which is supported by the tiles of this office, it 
opinion that he is not likely to maintain operations in conformity with the 
and it is, therefore, recommended that the application be denied. 

Mr. Wriegur. I remember that letter. 

Mr. DeWinv. That letter is in the ordinary course of events tra: 
mitted to the Deputy Commissioner: is that right ¢ 

Mr. Wrieur. No; it is not. Dr. Rhees was very much peeved an 
he untactfully, I would say, sent that down. I believe that after wh 
had happened mm the previous message through Mr. Kennedy « 
nvself—I think if it had been left to me I would not have done th 
knowing that we had already gotten burned a little bit om it, on 1 
other one. L think, if I remember right, my opinion was we bet 

along the best we could in the face of what had happened 


he recommendation. Dr. Rhees didn't feel that was 
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wanted it to go down, and the Bureau to take the responsibility for 
t. because he was still peeved over the other one. And if you know 
Dr. Rhees like I knew him, that is exactly what he would do, 
Mr. DeWrnp. Mr. Wright, are you sure of your recollection of 
iat, because I find in this file a memorandum from you to Dr. Rhees 
ated October 11, 1944, which concludes: 
In view of the above, which sets forth all of the history, which is supported 
various investigative reports attached hereto, it is recommended that the 
pplications for wine producers’ and blenders’ basic permits be disapproved 

r the reason that Joseph Applebaum, in view of his past record of violations 

connection with the operation of Geffen Industries, is no kely to maintain 

erations with respect to the proposed bonded wineries in conformity wit! 
ederal law and existing regulations 

Mr. Wricur. I would have disapproved it. I mean I wouldn't 

ive sent it down to the Bureau prior to disapproving it. 

Mr. DeWrnp. I see. I didn’t understand the distinction. 

Mr. Kine. You mean you would have disapproved him formally 

rst and then sent it down to the Bureau ? 

Mr. Wrieur. That is right. 

Mr. DeWixp. What happened next in that case, Mr. Wright ? 

Mr. Wricur. In that case there the Commissioner ordered the 
permit issued, I think. If I remember. we got a letter directing us 

» issue it. I believe the file shows that. 

Mr. DeWrxp. Yes: vou are right. There is a letter in the file dated 
October 28, 1944, addressed to the district supervisor signed by Josep! 
Db. Nunan, Jr.. Commissioner, rendering a decision that the permit 

hould be issued. 

Was it unusual in cases of that kind to have such a communicatior 

ision made by the Commissioner? 

Mr. Wricur. Very much so. Usually it would come back from the 
Deputy Commissioner. 

Mr. DeWinxv. Do you ever recall another instance where the Con 

issioner made the decision himself? 

Mr. Wricur. Not unless it was on appeal. 

Mr. DeWinp. After a formal hearing? 

Mr. Wrierr. After a formal hearing. 

Mr. De Wrxv. So that this was also a unique procedure in your 

Xperience 

Mr. Wricur. Very unique. 

Mr. DeWinp. Did vou discuss this decision with Dr. Rhees / 

Mr. Wrieirr. Yes, sir. 

Mr. DeWinp. What was Dr. Rhees’ reaction to the decision ? 

Mr. Wricit. He was just burning up. 

Mr. DeWrxp. When Dr. Rhees was just burning up, what did he 

/ 


Mr. Wrietrr. Well, he just said he didn’t like it that way and 
hated to do it. It was one of those things he had to do which he 
tnt like. 

Mr. DeWinp. In both of these \pplebaum perniits, then, Com 


missioner Nunan clearly stepped out of the ordinary procedures an: 
innels to approve the applicat ions of Joseph Applebaum a 
Mir. Wrieirr. I don't really know what his authority is nor hi 


he can go, 
My DrWren. I wasn't questioning that. He tepped out of thre 
| procedure in a unique wav 4 
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NI Wroew It Wil Ot roorebydye mt way , 
Mr. DeWinp. You had never before see tre 
this manner / 
Mir. Wrietter. No. su 
Mir. DeWunp ly R Ces tial e tad ey ( | ! 
Mr. Writer. It was etirstt e hie Wi todo 
\i De Wun Lhies« vo tra Lehiol nve ’ \ 
permit app tions occurred M4. about ¢ ' ! 
Mr. Writer. T think that roximately correct 
Mr. DeWinp. Thank ve el Mir. Wh 
Piirt ! est DRA List it t | l 
lol le moment. 


Vou | vO | ‘ to < 
iv. Mr. Chairman 


’ 
Gi. Before 


do, 





Mir. Kuna. Proceed. 
\I ly Would vou kn fr e records of the \ 
Wy wrtit. ther nttel these permits ily if hy ive ay 
Wel ued there Was any e rel in thie iflice » Tie 
ink mnethod of thre operat on of the winery 
\l Wirt Yes: Tam fas ! t i, ( it " | 
ery good II record is alla artit We ive [ a at Li¢ t 
Mii \ppleba mand [dont expeet to Ve anv anv more ] ‘ | 
say i nk Mi App! I ! learned Tus I ( that first i~¢ 
ie lost his permit. and he | \ = business, he | ws our reg 
iid since the is Deel bacl rh fotls ihe vets up agwalbst sonnet 
rhia e Coes! Live rst i | e itive ‘ 
ecto r I vill tell hin \\ i the regulat wid i 
erpre ible - and he WW 1] ome ovel f e does) tu dei ti i 
even send his record keeper over. So, 1 don’t expect any 
ouble atone those nes at all. b i e he knows our ofl 
CHOW ow we work, and we are a little bit strict in trving to enfé 
I rey ! ’ espe lly ohn wineries, because Wwe had on elt 
vav back there when he was in trouble. There were othe | 
vn the only one Phere were others. 
It mV Opto, und thus is just an opinion tow, that it 
ot pervision by well-trammed met it allowed those eri 
fhe condition thev were mn wher | Lrive oth 1 
e spent tremendous amount of ! ) ind time tran ” 
ret the i} ton pron where Chey re l\ 1 nery 
(ite whit makes it click, so to pe ik. 
Mr. Keogu. You think you have reached that point in tl 


] | 
I beheve the Bureau w mie out 


Mir. Wrictir. We have tll bear 
We hy ive one of the most forceful i} =} ectors: forces, so) far ais W 
ot of the aistricts, ] 


ey have borrowed ane ordered our men tf 


; 


irre concerned, nh | av that because one 
| 

make hspectlions, which | fee] very proud of. 

Mr. KROGH. We had some testimony vesterday rooutoa res 
the 52-B form. Are you familiar with that / 

Mr. Wricur. [surely am. 

Mr. Krocn. ‘I he revised form Was hot any different from the 
inal form, was it? 

Mr. Wricur. The revised form cut down, sir, to show 


mandatory information that is required on the old large form, 


while t] o other disti 


wis 
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those columns were made very much smaller, and the margin over 
here, where they used to write in all the serial numbers of 100 cases 
or 1,000 cases was cut way down and made so they would fit IBM 
machines, because those dealers, they were able to afford IBM machines 
wanted them to cut down on the overhead of employees. And we 
liked it very well because it was much clearer to have IBM machine 
reports than it was scribbled reports that we couldn’t read. 

So, the Bureau set a policy whereby if the mandatory information 
Was vivenh, and those columns cut down Say, for Instance, where you 
write whisky or rum or brandy or gin in there, we would use a code 
for each one of those anid just have it column large enough to take 
R for rum, W for whisky. That helped cut it down where they 
could get the mandatory information on the form: at the same time 
they could vet it into IBM machines, Vou see, ana then they would 
submit those to us, when they began to cut down, and get something 
that would fit an IBM machine that some dealer had put in, and they 
would bring a specimen to my office, and we would check it, and if ti 
\ asn't correct, we would tell them where and to draw another specime l 
until they got it right. Then we would send it down to the Bureau 
for approval, recommended approval, and they would send it back 
approved, and we would tell the dealer he could start using it, and 
they would then send the form to the printer and they would print 1 
and send it in the usual way. 

Mr. Keocu. By the use of that IBM machine method, the dealer 
was able to prepare his invoice to the customer and the form 52-B at 
the same time? 

Mr. Wrigirr. At the same time, and eut his overhead and cut down 
his labor. and arly ing usa better and a more legible report. 

Mr. Keocn. One of the practical difficulties with which the industry 
s faced, especially in an area like New York, is the mounting over- 
head: isn’t that true / 

Mr. Wricur. That is very true. 

Mr. Kroc. So that anything that cuts down the wholesaler’s or 
listiller’s overhead 

Mr. Wrieiur. Helps. 

Mr. Krogu. Helps him? 

Mr. Wriciur. Helps him stay in business. 

Mr. Kroon. Especially where we have mandatory fair prices. 

Mr. Wricur. That is right. You are quite correct, sir. 

Mr. DeWinp. Mr Worieht. do you remeniber we had testimony 
earlier today on the Gotham Liquor Corp. / 

Mr. Wricgur. Yes, sir. 

Mr. DeWinxp. Which involved Louis I. Pokrass. Do vou remember 

May of 1948 conferring with Mr. Olson about that case ? 

Mr. Wriaur. Yes, sir. May I goa little further? 

Mr. DeWinp. Yes. 

Mr. Wriciur. What Mr. Olson said. what I heard on the stand this 
fternoon, \\ hen he corres ted his st itement, and that is true what he 
told you. 

Mr. DeWtixp. Did you tell Mr. Olson at the time of that conference 
iat Louis [. Pokrass was the person interested in the permit ? 

Mr. Wricgur. Yes, sir. 

Mr. DeWinp. Now, when you said what Mr. Olson 
mild Vou ¢ laborat » what Vou mean hy th It 2 


91550 nt 
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Mr. Wriaur. What he said he told me, to hold it in abeyance, a 
that I had discussed it with him, and to hold it in abeyance and 
would let me know, and he either forgot it or didn’t let me know, a 
I never asked him about it any further. That is very true. 

Mr. DeWinp. That permit is still outstanding ¢ 

Mr. Wriairr. Yes, sir. 

Mr. DeWinp. When you told Mr. Olson that Louis I. Pokrass \ 
the person involved in the application, did you then tell him abo 
any of the difliculties Mr. Pokrass had been having? Did you t 
him. for example, that Mr. Pokrass had been unable to get a Ni 
York State license ¢ 

Mr. Wricur. Yes. I told him that the reason he wasn’t in In 
ness in New York State was that they wouldn't give him a lice: 
and he couldn’t operate without a New York State license. 

Mr. DeWinp. So that there is no doubt whatever that in May 


1948 Mr. Olson knew that Mr. Louis I. Pokrass was the person involve: 


in the Gotham Liquor Corp., and that he had been unable to get 
New York State license to permit him to go into business ¢ 

Mr. Wrieur. I don’t remember what year it was, but that is wl 
happened. I told him about it. I don’t remember the month or tl 
year that I told him. 


Mr. DeWinp. You are clear that you told him about that befor 


the 2-vear period had expired ¢ 


Mr. Wricur. Iam clear that I told him about it, that it was manda 
tory for us to take some action on it, and he held it in abeyance and 


would let me know. I don’t know whether that was last year or t) 


year before last. 
Mr. DeWinv. Mr. Wright, I show you the file in the Gotham Liqu 


Corp. case and ask you if you find anything in the file to refresh yo 
recollection as to just when the conversation with Mr. Olson to: 


place ¢ 
Mr. Wrieutr. May 28, 1948. 
Mr. DeWiunp. Is that note there in your handwriting ¢ 
Mr. Wricur. That is in Miss Casey’s, the Chief of the Permit > 


tion’s handwriting, and that is when I told her to earmark this 1m 


to ask for that permit to come in unless she saw me or got furth 
orders from me. 

Mr. DeWinp. Thank you very much indeed, Mr. Wright. 

Mr. Keogu. Mr. Chairman, may I ask Mr. Wright one questio: 

Mr. Kine. Proceed. 

Mr. Keocu. Am I correct when T say that under New York >t 
law one cannot file application with the State liquor authority for 
license without having first obtained a basic permit from the Alco 
Tax Unit ¢ 

Mr. Wrigur. Sir, may I answer it this way: I understand that | 
State board requires a photostatic copy of our permit for wholes 
liquor dealer before they will issue any license to any one for who 
sale liquor dealer business. 

Mr. Krocu. So that at the time you issued the basic permit, it 
quite possible that the applicant may not have any knowledge as 
whether he will or will not obtain a license from the State lig 
authority ¢ 

Mr. Wricur. That is correct. That is correct. 
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Mr. DeWinpo. Mr. Chairman, I would like leave to make part of 
the record, all of the documents that Mr. Wright has adverted to in 
the course of his testimony. 

Mr. Kine. If there is no objection, it is so ordered. 

ihe matter referred to above was marked “Exhibit 

lows :) 

Exiibir 2 

ity Commissioner AT: FI 

m 16533, Treasury Department, Internal Revenne Service. Rev. A 

Ss perluit supersedes permit issued November 21, 1946 

Amended Vermit No. 2—-P?—1601 


(Change in Address) 
WHoOLESALER’S Basic PeRMI't 


(Under the Federal Alcobol Administration Act and Reculations 


GotHAM LIQUOR CORPORATION, 
385 Madison Avenue, New York 17, New York 

Pursuant to application dated December 18, 1946, vou are hereby authorized and 
perinitted to engage, at the above address, in the business of purchasing tor resale 

+ wholesale distilled spirits and wine, and, while so engaged, to sell, offer and 
deliver for sale, contract to sell and ship, in interstate and foreign commerce, the 
icoholic beverages so purchased. 

This permit is conditioned upon compliance by you with sections 5 and 6 of the 
Federal Alcohol Administration Act and all other provisions thereof ; the Twenty 
first Amendment and laws relating to the enforcement thereof; all laws of the 
United States relating to distilled spirits, wine, and malt beverages, including 
taves With respect thereto; all applicable regulations made pursuant to law which 
ire now, or may hereafter be, in force; and the laws of all States in which you 
engage in business. 

his basic permit is effective from the date hereof and will remain in force 

il suspended, revoked, annulled, voluntarily surrendered, or automatically 
rminated, as provided by law and regulaions. 

his permit is not transferable. Any change in the ownership, management, 

ontrol of the business covered by this permit must be reported to the District 
Supervisor, Alcohol Tax Unit, without delay. 
J. B. E. Ovson, District Supervisor 

bated: March 17, 1947 

rhe permitte agrees, by accepting this amended permit, that the issuance 

eof does not relieve it from any liability which may heretofore have been in 


ed. 


1643, Treasury Department, Internal Revenue Service (Rev. January 1941) 


APPLICATION For AMENDED Bastc PerMiIt UNpeR THE FepERAL ALCOHOL 
ADMINISTRATION ACT 


LusTRicT SUPERVISOR, 
Necond District. 
he undersigned GorHam Liquor Corp., 385 Madison Avenue, N. Y. C., holder of 
permits No. 2-P-1601, 2-I-426, dated November 21, 1946, 
by makes application for an amended basic permit, by reason of the following : 
Change in address from 500 Fifth Avenue, N. Y. C., to 385 Madison Avenue, 
re 
Addition of the following trade name: 
Change in name of the permittee from 
t) Other reasons: 


t 
LO. 


e permittee agrees, by accepting the amended basic permit applied for 
n. that issuance thereof shall not relieve him of any | 


rea 


ability heretofore 
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All data, written statements, affidavits, evidence, or other documents herei 
filed and those submitted in support hereof, or upon any hearing, shall be dex 


to be a part of this application. 


GOTHAM Liquor CorpP., 
Ly Jacos GERSTELN, Secret 
Louis lL. PokKgass, Pres 


Subscribed and sworn to before me this 13th day of December 1946. 


Yerra KUSHELOFF, 
(As to Jacob Gerstei: 
this lith day of March, 1947, 
SAMUEL BAKER. 
(As to Louis I. Pokras 


Al 


Land sworn to before me 


i 


INSTRUCTIONS TO APPLICANTS FOR AMENDED BAsic PerMits 


An application for an amended basic permit must be filed with the Dis 
Supervisor, on Form 1645, in triplicate 
In the case of a Wholesaler or an importer the application 


nust be ace Oompa 


the following, where applicable : 

lL. If the application is for an amended basic permit which would auth 
the permittee to do business under a fictitious or arbitrary trade n 
and the law of the State requires registration of such name, appropri 
proof of compliance with such law must accompany the application 
~. 1f the application is for an amended basic permit to show a change in « 

be filed with the application 
Stamped:) Received Mar. 12, 1947, District Supervisor, Alcohol Tax | 


Mail Section, New York, N. Y. 


Stamped Received Mar. 19, 147, Field Inspection, Alcohol Tax Unit 


PerMir No 


ORPORATION, 
e, New York 19, New York 


ication dated November 8, 146, vou are hereby authorizes 


] 


» above address, in the business or purchasing 

rits and ine, and, while so engaged, to se 

contract sell and ship, in interstate and foreign 
HDeVveTUuLles so purchased 

conditioned upon coluplhince ty 

yrol Administration and ¢ other provisions 


\mendment and la orcement thereol ! 


Stites retacins “ 


you with sections 5 and 


+} r 
pie*tre’ 


mnd mait beverace 


culations made pursua 


and the laws of all Sta 


th respect here ‘ 


now, or may here 
(* hy ne 
d, revoked, annulled, voluntarily surrendered, 
provided by i and reg ititons 
: rie Any change 
covered by this pet 


it, without ce 


porate name, a certitied copy of amended articles of incorporation mu 


I 
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n 1652, Treasury Department, Internal Revenue Service (Rev 


PLICATION FOR WHOLESALER’S Basic Peru 
ADMINISTRATION Ac 


DISTRICT SUPERVISOR, 
Necond District. Ne } kcit Vew York: 





The undersigned GoTHAM Liquok Corp., with principal office at 500 I Ave 
New York, N. Y., hereby makes application for a basic permit to engage 
business of purchasing for resale at wholesale the following isses of 
holic beverages: Dis d spirits and wine and in rece c ne, an 

pping, in interstate and foreign commerce, the ‘ i Deve oe “4 
hased 
he applicant acrees that he Wii operate il conte wit ‘ | era 
yhhol Administration Act and amendments thereto: the Twenty-first An 

ind laws relating to the enforcement thereof: wit ill other law thi 
ed States I iting spirits, Wit ime 3 t theeve es ng 
es With respect theret ! pplicable reculatic sual iW 
hare now, or may hereafter be fore: ind the ‘ ill State n whi 
envuves business 

\ll data, written state ents fl \ Ss, evidence otl ( ! 
ippoert hereof iM hie y hereon, Shall be deeme » be part of tl 

| ition 

G HAM Lieu CORI 
By Louris I. Pokrass, P 
Subscribed and sworn ty ‘ i this 8 day of November 1946 
SFAI Jacosn GeERSTEI 
ifiornen and Counselo at lau 
RN STATEMI IN Supre OF APPLICATION Y GoruHam Li ( 
W HoLESALER’S Bastc Perm 
\ ‘ Al AN GOTHAM LIQUOR CORP 
\. Applicant's office is locat it 500 Fifth Avenue, Borough of Mant I 
has just been organized. It intends to secure by lease o 


of New York It 
erwise, Suitable warehouse space, 
not such warehouse 


and this application will tl 


fied to show the loeati« 
ties will be leased. 





RB. Both warehouse and office facili 
C. Applicant is a corporation organized under the laws of the Stat f New 
kk rhe date of its incorporation is October 4, 1946. The amount { I 
capital is 1,000 shares, no par value. The amount of paid-in capital is 
SLO7.000 
Louis I. Pokrass of 115 Central lark West, New York City, holds 500 shares of 
capita stock of the rperatier There are no other stockholders holding 
lis or more of the capital stock of this corporation 
he officers are: Louis IT. Pokrass, President, 115 Central Pk. W. NYC: Sig 
d Janas, Si Treasure One Fifth Ave. NYC: Jacob Gerstein, Secretary, 15 
West Sist St. NYC 
he directors are Louis I 1% rass, 115 Centra Park West, NYC Sit ul 
< Sr... GSO Fifth Avenne, NY¢ Jacob Gerstein, 15 West SIist Stree NY¢ 
’ The source of the funds invested in the business are the personal funds of 
Sr. und Jacob Gerstein There are no other 


- I. Pokrass, Sigmund Janas 
who are expected to hold 
d, by loan or 


interest in the ente1 
‘ 1 


ns who hold, or 
‘ No other persons Havance tf the Capital 
ted in the business 


. The business is a new et! 


therwise,. anv part « 


I 
RANCH OFFICES 
I I has no‘branch office but it s expected ats thie te if 
fhics Phe locati thereof have not been determined 
SINESS HISTORY 
Lovis I. Pokrass, president and director of applicant nd } vife. Lin 
| ition for a Wholesaler’s Basic Permit or 


I’ RASS, previously filed an appli 
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July 7. 1945. This application was denied for reasons set forth in an 
dated December 4, 1945, and referred to in a letter addressed to said app 
and bearing date of December 11, 1945, signed by B. R. Ruesrs, District s 
visor of the Second District. Upon review of this order, it was affirmed 
Deputy Commissioner in Washington 

Louis I. Pokrass was an officer, director, and stockholder of Captroi 
& Sprrir Corrorarion, which held Federal Permits from December 1933 
about March 1946. Said corporation held Wholesaler’s Basic Permit PDW 
issued March Ist, 1936, and Importer’s Basic Permit T-S33, issued Novem! 
1985: and also Permits 2-P-969, 2—-P-96S8S, 2-P-967, 2-I-239, 2-I-25s8 
2-1-2377 

None of the permits held by Caprrot Wine & Sprrit CORPORATION was 
suspended or revoked. However, the said corporation’s Wholesaler's 
Permit afore-mentioned was annulled in or about the month of March 1946 

Louis I. Pokrass was a stockholder in Browne-Vintners Co., Ine., fi 
holders of Permits PDW—2071 and 1-382 issued July Ist, 1936, and Noveml» 
1035, respectively. These permits were cancelled on January 7, 141 
change in control of corporation. Louis I. Pokrass owned 270 shares o 
ferred stock and 27 shares of common stock out of a total of 22,130 shares o 
ferred stock and 2.253 shares of common stock issued by Browne-Vintner 
Inc. Louis Il. Pokrass was connected with a permit holder authorized by 
Alcohol Tax Unit to sell sacramental wine during the vears 1925 to 1981 
permit was held by Rabbi Koenig. Louis I. Pokrass was also a represent 
of another sacramental store owned and operated by a Rabbi whose nar 
does not recall, which was operated under a permit issued to the said K 
and located at No. 160 West 64th Street, Borough of Manhattan, City of 
York 

Lauis I. Pokrass was a director of Frankfort Dodge & Co. of Yonkers 
York, which held Federal Wholesale and Import Permits, the numbers of 
are unknown to him Hle was a director of said corporation from October 
to October 1943 

Louis I, Pokrass owns shares of stock in Distillers Corp., Seagrams 
Hiram Walker Corp., and National Distillers Corp. His interest in sa 
porutions is less than 1% 

Louis I. Pokrass and his wife, Lily Pokrass, as copartners under the 
Hercures Liquor Propucts Co., tiled applications for an Importer’s, Rect 
Warehousing and Bottling, and Wholesaler’s Permit in November 19438 
applications were withdrawn before being finally acted upon by the I} 
In August 1944 application was filed by Fairmont Liquor 
poration for a Wholesaler’s Basic Permit Louis I. Pokrass was a stock! 
officer, and director of the Fairmont Liquor Corporation. This application 
likewise withdrawn before action was finally taken thereon by the I) 


supers sal 


Supervisor 

Louis I. Pokrass was conrected with the Vintners Importing Corporation 
on Augnst 19th, 1933, applied for an Importer’s Basie Permit and in No 
1 applied fer a Rectifier’s Basic Permit. This company was not engax 
the actual distribution or manufacture of alcoholic beverages and the ap 
tions were withdrawn before final action was taken thereon by the Gover! 

Lonis I. Pokrass and his wife, Lily Pokrass, as copartners, doing bu 
under the firm name and style of Central Liquors, heretofore filed an app 
for a Wholesaler’s Basie Permit in or about the month of February 1946 
application was withdrawn before final action was taken thereon by said 
cants, and the same were returned to them marked “cancelled.” 

3.B. None of the officers, directors or stockholders has within five year 
to the date of this application, been convicted of a felony under Fede 
State Law, or within three years prior to the date of this applicatior 
convicted of a misdemeanor under any Federal Law relating to liquor 
I. Pokrass was arrested four times between May 1925 and March 1931, «! 

th violation of Federal liquor laws. All of these charges were dismis 
the Court or the U. S. Commissioner None of the other officers, direct 
stockholders of the corporation was ever arrested or charged with viola 
any Federal alcohol laws 

3.C. Lonis I. Pokrass was, for approximately twelve vears prior to the « 
this application, connected with Caprro, Wine & Sprrtr CORPORATION as 
eral Manager, President and Director, and was in charge of the purchasi 
distribution of intoxicating liquors. Prior thereto, he was associated as : 
sentative of Sacramental Wine Store, owned and operated under a permit 
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to Rabbi Koenig and located at 202 West S4th Street, Borough of Manhattan, 
City of New York, and at the same time, was also a representative of another 
Sacramental Store owned and operated by a Rabbi whose name he cannot recall, 
which was operated under a permit issued to the said Rabbi and located at 160 
West 64th Street, Borough of Manhattan, City of New York. 

He was associated with the dress-manufacturing business for about five years. 
From November 1987 to date he was a stockholder, President and Director of 
Cook’s Foods, Ine., 385 Gerard Avenue, Bronx, New York, Importers and 
Blenders of Olive Oil, and purveyors of other foodstuffs. From 1938 to date he 
was associated with the warehousing and storage business, operating several 
warehouses in New York State 

Jacob Gerstein is an attorney at law with offices at 36 West 44th Street, 
Borough of Manhattan, City of New York. He has been a member of the Bar 
if the State of New York since June 1925 

Sigmund Janas, Sr. is president of Colonial Airlines, Inc. His prior business 
xperiences were: (a) Chief Deputy, Supt. of Banks, State of California; (b) 
Asst. to President, Richfield Oil Corp. of California; (¢) Asst. to President of 
Western Air Express; (d) Asst. to President of American Airlines; (e) Chair- 
man of the Board of Central Airlines 
3. D. Following are the names and addresses of five business references: 


National Distillers Products Corporation, 120 Broadway, New York City 
(Distillers) 
Fleischmann Distilling Corp., 595 Madison Avenue, New York City (Dis 
stillers ) 
Dank of Yorktown, 5Sth Street & Sth Avenue, New York City (Bankers) 
William J. Wallin, 50 South Broadway, Yonkers 2. N.Y 
Louis J. Newman, President, David Meade Distilling Co. of Meadeville, Pa., 
DOO Fifth Avenue, New York Citys 
Lonis I. Pokrass has dealt with the above firms as an officer of CapiToL WINE & 
SPIRIT CORPORATION 
Applicant corporation has as vet no commercial rating 
%. Kk. Applicant dees not control, direetly or indirectly, either actually or 
legally, any other corporation, nor is it actually or legally controlled by any 


ther corporatior 
: I N ithe! ay pli inf tT inv of its othic ers, directors or st« ekholders, holds 


nterest in any pn i on Which distilled spirits, wine or malt beverages 

re sold at retail 

3. G. The Fleischmann Distilling Corp. of 505 Madison Ave., NYC, National 
Distillers Products Cor poof 120 Broadway, NYC, and Mendeville Distilling Corn. 
if Mendeville, Pa. will designate applicant as their distributing agent The 
errifory to be covered by applicant is New York City. 

3. H. Applicant intends to organize its own sales staff, the extent of which has 

vet been determined 

Sb. Applicant has as yet not engaged in the business covered by this appli- 
iThon 

oS. Applicant proposes to sell at wholesale distilled spirits, wine. On 
he basis of past experiences of Louis LL. Pokrass, it is estimated that approxi 
nutely (Mw of applicant's business will be in the sule of spirits and the re- 
ainder shall be wine 

» Ko Applicant proposes to l to Wholesalers and retailers 


Dt 


A. Applications will be made to the N. Y. State Liquor Authority for 
ppropriate licenses to authorize the sale of liquor, wine at wholesale. The 
censes to be procured from the Authority will permit the sale of the beverages 
forementioned at wholesale. 

B. Applicant will apply for,and procure from the Collector of Intesnal Reve- 
mw, occupational stamps as a wholesaler and a retailer before sales of liquor 
* Commenced 

POWERS 


i. To buy, sell, import, export, manufacture and generally deal in spirits, 
nes, liquors and beverages of all kinds and descriptions and all materials nee 
sary or incidental thereto, and in general, to carry on the business of wholesale 


juoer dealers in all its branches, and any business incidental thereto 
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buy, purchase, exchange, hire, lease or otherwise acquire 
property either improved or unimproved, and any interest 

hold, control, maintain, manage and deve op the san 
tea, StutLeS 

exchange, hire r of is nequil ! rsonal propy 

“usements, pern j 

anged, hired or 
York 


inand operate gar: . lad -S, SI i Uses and 


other property 


te, and a and all tex 


accept, endorse, exec 
exchange and o 
ration ol ‘ \ ty ae paVvinient for prope 
f the other objects or * the corporation or 
the pauvinent ol any such oblinations | lhiortgarce, pleadg 
or other 
1! ee ( I 
corporation where , ituated, r now owned 
nired 
intee and sec 
deeds of 
ad =} ire’s 
vivment or 


rath 


register, pure! 


nirroduce and se 
rmulae, secret process, trade names 
nventions, Improvement! nd pre 
inder letters patent 
af ind any wvover! 
verant licenses in any 
h trademarks, patents, ! 
| property richts and information so 
ute in kind, a or any of the surplu 
the members by way of dividends or otherwise 
but in connection with the foregoing, said corporations 
ll the powers conferred by the laws of the State of N 
corporations. The purposes and powers spe 
this article second of this, corporation certitic 
ise expressed j snid article be in nev 
to, or inference from, the terms of ar 
in this certificate, but the purposes and powers 
he clauses of this article shall be regarded as independent 
mowers, and the specification herein contained of particular pw 
ition is not intended to be, and is not in limitation, but in fur 
powers cranted to corporations orgar zeal ui der said Business 
w under, and in pursuance of, the provis h thi ry 
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Po do all and everything necessary, suitable and proper for the accomplish- 
ment of any of the purposes, or the attainment of any of the objects, or the 
furtherance of any of the powers hereinbefore set forth, either alone or asso 
ciated with other corporations, firms, or individuals, and to do any other act or 
acts, thing or things incidental or pertaining to, or growing out of, or connected 
with the aforesaid business, or powers, or any part or parts thereof, provided 
the sume be not inconsistent with the laws under which this corporation is 
organized 

I, the President of GorHam Liovor Corp., have read the above statement, and 
t is true to my own Knowledge. 
Goruam Liquor Corp., 
vy Lovis L. Pokrass, President 
Sworn to before me this Sth day of November 1946 
| SEAL] JACOB GERSTEIN, 
ittorney & Counsellor at Law. 


THE UNberstanep, Secretary of Gornam Liqvor Corp. does hereby certify 
that at a meeting of the Board of Directors of the said corporation held on the 
30 day of October, 1946, it was 

‘Resolved, That the president of the corporation be, and he hereby is author- 
ized to execute on behalf of the corporation, applications for an Importer’s 
Basic Permit and a Wholesaler’s Basie Permit, under the Federal Alcohol Ad 
ministration Act.” 

I do further certify that the above is a true and correct extract from the 
minutes of the meeting aforementioned 

JACOB GERSTEIN, 


Ss claru, Gotham ] iquor Corp 
Dated: October 30, 146 
Deputy Cor ssi AT: FI 
Form 1631, Treasury Dy t. Internal Rev Service, Revised Feb. 1945 
Amended Permit No. 2-I-426 
(Change in address) 
This per it Ipersedes permit issued November 21, 1946 
| MrER’S BAste PERMIT 
UNDER THE FepERAL ALCOHOL ADMINISTRATION AcT AND REGULATIONS) 


GorTrnam Liovor Correor, 


INS Madison Arenuc, New York 17, New Yorl 

Pursuant to application date December 13, 1946, you are hereby authorized 
and permitted to engace t the above address, in the business of importing 
to the United States distill: spirits and wine and, while so engaged, to sell, 
offer and deliver for sale, contract to se and ship, in interstate and foreign 
colnmerce, the alcoholic beverages so imported 

This permit is conditions pon compliance by vou with sections 5 and 6 of the 
Federal Alcohol Administration \et and a other provisions thereof: the 
['wenty-first Atmendment and laws relating to the enforcement thereof: all 
iws of the United States relating to distilled spirits, wine, and malt beverages, 
including taxes with respect therets all applicable regulations made pursuant 
to law which are now, or may hereafter be, in force; and the laws of all States 


Which you engage in business 

This basic permit is effective from the date hereof and will remain in force 
ntil suspended, revoked, annulled, voluntarily surrendered, or automatically 
ermninated, as provided by law and regulations. 

rhis permit is not transferable. 

Dated: Mareh 17, 1947 J.B. FE. Onson, District Su pervesor, 


The Permittee agrees, by accepting this amended permit, that the issuance 
wreof does not relieve it from any liability which may heretofore have been 


neurred 
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Deputy Commissioner: AT: FI 
Form 1631, Treasury Department, Internal Revenue Service, Revised Feb. 1945 
Pexmir No, 2-1-4 


IMporTER’s Bastc Permit 


Under the Federal Aleohol Administration Act and Regulations ) 


GoTHAM LIQUOR CORPORATION, 
500 Fitth Avenue, New York 18, N. ¥ 

Pursuant to application dated November 8, 1946, you are hereby authori 

and permitted to engage, at the above address, in the business of import 


iited States distilled spirits and wine and, while so engaged, to sell, off 
to sell and ship, in interstate and 


foreign commer 


' 


intothe Ur 
and deliver for sale, 
the alcoholic beveruces so 
This permit is conditional upon compliance by you with sections 5 and 6 of 
Federal Alcohol Administration Act and all other provisions thereof; the Twe 
tv-tirst Amendni e to the enforcement thereof: all laws 
the United States rel malt beveraves, inelu 


Wine, and 
ing taxes with respect thereto; ulations made pursuant to la 
or may hereafter 


contract 
imported 


tand laws relatit 
iting to distilled spirits, 
all applicable reg 
he n force: and the 


which are now, laws of all States 
Which you engage in business 

This basic permit is effective 
revoked, annulled, volunti 
ded by law and regulations 


of and will remain in for 
automatica 


from the date here 
until suspended, irily surrendered, or 
terminated, as prov 
rhis permit is not transferable 
J. A. Wrieut, 
icting District Supervisor 


Dated: November 21, 1946 


tl Revenue Service (Rev. January 1945) 


ry Department, Interr 
IMporTER’s Baste Permir UNvER THE FreDERAL ALCORO! 


APPLICATION FOR 
ADMINISTRATION AcT 


To District SuPreRVIsOR, 

Necond District. New York Cit J \ } 
GorHam Liquor Corp., with principal office at 500 I 
pplication for a basic permit to enga 
United States the following 


and in selling and shipping, 


The undersigned 
Avenue, New York, N. Y., hereby makes 
in the business of importing into the 
a'cohol beverages: Distilled Spirits and Wine, 
foreign commerce, the alcoholic beverages so imported 
n contormity with the Federal Al 
the Twenty-first Amendm« 
all other laws of the Uni 


‘ lusse 


interstate and 

The applicant agrees that he 
hel Administration Act and amendments thereto: 
tting to the enforcement thereol, with 
distilled spirits, wine, and malt beveraces, 
and all applicable re le pursuant to law wl 


ulations made 
and the laws of all States in whic! 


Will operate 


and iaws re 
including tax 


States relating to 
with respect thereto; 
are now, or may hereafter be, in fores 
Isiness 

evidence, or other documents 
hereon, shall be deemed to be na I 


ts 


writtet stiitemie 
port hereof, or upon 


i 


mitted ‘i'l 
of this application 
Gornam Liquor Corp., 


By Lovts L. Poknrass, Presider 


this Sth day of November, 1!46 


JAcORn GERSTEIN, 
iftforney and Counselor at / mi 


APPLICATION RY GorHaM LIQuoR Corp 


IN SUPPORT OF 
PERMIT 


IMPORTER’S BASt 
lL. NAME OF APPLICANT ; GOTHAM LIQUOR CORP. 
Address of applicant: Applicant’s office is located at 500 Fifth Avenue, Bore 

of Manhattan, City of New York 
A. Applicant is a corporation organized under the laws of the State of N 
York. The date of its incorporation is October 4, 1946. The amount of aut 
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d capital is 1,000 shares, no par value. The amount of paid-in-capital is 
107,000. 

Louis I. Pokrass of 115 Central Park West, New York City, holds 500 shares 
of the capital stock of the corporation. There are no other stockholders holding 
10 © or more of the capital stock. 

Che officers are: Louis IL. Pokrass, President, 115 Central Park West, New 

rk City; Sigmund Janas, Sr., Treasurer, 630 Fifth Avenue. NYC: Jacob 

stein, Secretary, 15 West Sist St... NYC 

lhe directors are: Lonis [. Pokrass, 115 Central Park West, NYC; Sigmund 

nus, Sr., 680 Fifth Avenue, NYC: Jacob Gerstein, 15 West Sist St.. NY¢ 

B. The source of the funds invested in the business are the personal funds of 

uis I. Pokrass, Sigmund Janas, Sr.. and Jacob Gerstein. There are no othe: 

sons Who hold, or who are expected to held, a substantial interest in the enter 
se. No other persons advanced by loan or otherwise any part of the capital 
ested in the business 

2. BUSINESS HISTORY 


\. LOUIS L PORRASS, president and director of applicant, and his wife 
¥ POKRASS, previously filed an application for a Wholesalers Basi 
mit on July 7, 1945. This application was denied for reasons set forth in an 
ler dated December 4, 1945, and referred to in a letter addressed to said 
plicant and bearing date December 11, 1945, signed by LB. R. RiiEES, District 
Supervisor of the Second District. Upon review of this order, it was affirmed 
by the Deputy Commissioner, in Washington. 

Louis 1. Pokrass was an officer, director, and stockholder of CarriaL Wine & 
Sprnir Corporation, Which held Federal Permits from December 1955 until 
bout March 1946. Said corporation held Wholesaler’s Basic Permit PDW-4205 
issued March Ist, 1936, and Lmporter’s Basic Permit 1-33, issued November 28, 
1935: and also Permits 2—P-060, 2—P-—OGS, 2-P—067, 2-1-2309, 2-1-2388, and 2-I-237 

None of the permits held by Caprro. WINE & Spirit CORPORATION Was ever sus 
ended or revoked. However, the said corporation’s Wholesaler’s Basic Permit 
sfore-mentioned was aunulled in or about the month of March 1945. 

Louis I. Pokrass was a stockholder in Browne-Vintners Co. Inc., former holder 
f Permits POW-2071 and [-3ve, issued July Ist, 1936 and November 25, 1085 

spectively. These permits were cancelled on January 7, 1941 upon change in 

uirol of corporation. Louis lL. Pokrass owned 270 shares of preferred stock 
and 27 shares of common stock out of a total of 22,130 shares of preferred stock 

| 2253 shares of common stock issued by Browne-Vintners Co. Ine, Louis I 

rass Was connected with a permit holder au horized by the Alcohol Tax Unit 
ell sacramental wine during the years 1925 to 1951. The pertuit was held by 
bbi Koenig. Louis I. Pokrass was also a representative of another sacra 
ental store owned and operated by a Rabbi whose nume he does not recall, which 
s operated under a permit issued to the said Rabbi and located at No. 160 
t O4th Street, Borough of Manhattan, City of New York. 

Louis I, Pokrass was a director of Frankfort Dodge & Co. of Yonkers, New 
. Which held Federal Wholesale and Import Permits, the numbers of which 
inknown to him. Tle was a director of said corporation from October 1038S 

Oetober 1943 
Louis I Pokrass owns shares of stock in Distillers Corp. Seagrams Ltd., Hiram 
Walker Corp. and Nationa! Distillers Corp. His interest in said corporations is 
ess than 1 percent. 

uis I, Pokrass and his wife, Lily Pokrass, as co-partuers under the name 
ULEs Liquor Propucts Co., filed applications for an Importer’s, Rectifier’s, 
ehousing and Bottling, and Wholesaler’s Permit in November 1943. Such 
cations were withdrawn before being finally acted upon by the District 
ervisor. In August 144, application was filed by Fairmont Liquor Corpora 
for a Wholesaler’s Basic Permit. Louis I. Pokrass was a stockholder, officer 
director of the Fairmont Liquor Corporation. This application was likewise 
drawn before action was finally taken thereon by the District Supervisor. 
nis I. Pokrass was connected with the Vinters Importing Corporation, who, 

August 18th, 1933, applied for an Importer’s Basie Permit and in November 

applied for a Rectitier’s Basic Permit. This company was not engaged in 
ctual distribution or manufacture of alcoholic beverages and the applica 
were withdrawn before final action was taken thereon by the Government 
lis IT. Pokrass and his wife, Lily Pokrass, as co-partners, doing business 
the firm name and style of Central Liquors, heretofore filed an sayplica 
for a Wholesaler’s Basic Permit in or about the month of February 1946 
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This application was withdrawn before final action was taken thereon 
upplicants, and the same were returned to them marked “cancelled.” 

” B. None of the officers, directors or stockholders has within five vears 
to the date of this application, been convicted of a felony under Federal or 
law, or within three vears prior to the date of this application, been convi 
a misdemeanor under any Federal law relating to liquor. Louis I. P 
Was arrested four times between May 1925 and March 1931, charged 
violation of Federal liquor laws. All of these charges were dismissed by the | 
or the U. S. Commissioner. None of the other officers or directors of thy 
poration were ever arrested or charged with violation of any Federal A 
Laws. 

© CC. Lonis lL. Pokrass was, for approximately twelve years prior to thy 
of this application, connected with Caprrot, Wink & Sprikir CorPoRATION 
General Manager, President and LTrirector, and was in charge of the purs 
and distribution of intoxicating liquors. Vrior thereto, he was associated 
representative of Sacramental Wine Store, owned and operated under a yx 
issued to Rabbi Koenig and located at 202 West S4th Street, Borough of M 
hattan, City of New York, and at the same time was also a representati 
another Sacramental Store owned and operated by a Rabbi whose name he « 

l. which was operated under a permit issued to the said Rabbi 
located at 160 West 64 Street, Borough of Manhattan, City of New York 

He was associated with the dress manufacturing business for about tive ys 
From November 1937 to date he was a stockholder, president and director 
Cook's Foods, Inc., 385 Gerard Avenue, Bronx, New York, Importers and Blend 
of Olive Oil, and purveyors of other foodstuffs. From 1988 to date he was 
sociated with the warehousing and storage business, operating severa 
houses in New York State 

Jacob Gerstein is an attornev at law with offiees at 36 W. 44th Street. Ro 
of Manhattan, City of New York He has been a member of the Bar 
State of New York since June 1925 

Sigmund Janus, Sr. is president of Colonial Airlines, Ine. His prier bus 
experiences were: (2) Chief Deputy, Supt. of Banks, State of California 
Asst. to President, Richfield Oil Corp. of California: ce) Asst. to Presider 
Western Air Express; ¢(d) Asst. to President of American Airlines; (e) ¢ 


man of the Board of Central Airlines 


not recul 


2 2 llowing are the names and addresses of five business references 
National Distillers Products Corporation, 120 Broadway, New Y. 
Distillers) 
leischmann Distilling Corporation, 9590 Madison Avenue, New 
(Distillers) 
’ Yorktown, 38th Street & Sth Avenne, New York City (Banke 
I. Wallin, 30 South Broadway, Yonkers 2, N, Y 
Newman, president, David Meade Distilling Co. of 
DOO Fifth Ave. NYC 
I. Pokrass has dealt with the above firms as an officer 
CORPORATION, 
orporation has as vet no commercial 


t does not control 


icv 


directly ol 


other corporation, nor is it actually 


applicant, nor any of its officers, directors 
ids any interest in any premises on which distilled spirits 
re sold at retail 


Applicant proposes to import distilled spirits and wine 
STATE AND FEDERAL LAWS 


A. Application il be made to the N. Y. State Liquor Authority for 
priate licenses to authorize the sale of liquor and wine at wholesale. The | 
to be procured from the State Liquor Authority will permit the sale at wh 
of the beverages aforementioned 

B. Applicant will apply for and procure from the Collector of Internal Rev 
eccupational stamps as a wholesaler and a retailer before sates of liqu 
commenced 
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4. POWERS 


i. To buy, sell, import, export, manufacture and generally deal in spirits, Wines, 
liquors and beverages of all kinds and descriptions and all materials becessury or 
neidental thereto, and in general, to carry on the business of wholesale liquor 
lealers in all its branches, and any business incidental thereto 

b. To take, buy, purchase, exchange, hire, lease or otherwise acquire real estate 
and property either improved or unimproved, and any interest or! ght therein 

I to own, hold, control, muintain, lianaive and develop thee sittiie th ny state 
fthe United States 

To purchase, exchange, hire or otherwise acquire such personal property) 
ves aud franchises us may lawfully 





ehattels, rights, ensements, permits, privil 
purchased, exchanged, hired or acquired under the Business Corporation Law of 
he State of New York. 

d. To build, maintain and operate garages, buildings, storage houses and ware 
houses for the keeping of alcoholic beverages, automobiles and all othe kinds of 
property ; to issue storage and warehouse receipts, negotiable and nonnegotiable, 

ering all kinds of goods, wares and merchandise, and to generally carry on all 

ivities in the business of warehousing; to buy, sell and deal in all goods, 
wares and merchandise necessary or incidental to the operation, repair or 
pment of automobiles or motor vehicles of any and all kinds and description 
lo erect, construct, muLntatin, mprove, rebuild, eniaree, aiter, manage ind 
rol, any and all kinds of buildings, houses, hotels, breweries, stores, offices, 
warehouses, mills, shops, factories, machinery and plants, and any and all othe 
structures and erections which may at any time be necessary, useful or advat 
tageous in the judgment of the board of directors, for the purposes of the corpora 
tion, and which can lawfully be done under the Business Corporations Law 

f. To sell, manage, improve, develop, assign, transfer, convey, lease, sublease 
pledge, or otherwise alienate or dispose of, and to mortgage or otherwise encum 
ber the lands, buildings, real property, chattels, real, and other property of the 
ompany, real and personal, and wheresoever situate, and any and all legal and 
equitable rizhts therein. 

g. To borrow money, and from time to time, to make, ac ept, endorse, execite, 

issue bonds, debentures, promissory notes, bills of exchange, and I 
obligations of the corporation for MlOheys borrowed or in payment for pr 
quired or for any of the other objects or purposes of the corporation or its 
business, and to secure the payment of any such obligations by mortgage, pledge, 
deed, indenture, agreement, or other instrument of trust, or by other lien upon, 
ssignment of, or agreement in regard to all and any part of the property, rights 

privileges of the corporation wherever situated, whether now owned, or here 
ter to be acquired 

} ro endorse, guarantee, and secnre the payment and satisfaction of the 





nds, Coupous, Inertguges, deeds of trust, debentures, securities, obligations 
dence of indebtedness and shares of the capital stock of other corporations, 
tlso to guarantee the puyment ot satisfaction of the dividends or shares 
f the capital sto« k of othe corporations, as far as, and to the extent that the 
e may be permissible by the laws relating to business corporations of the 
State of New York 
fo apply for, obtain, register, purchase, lease, or otherwise acquire and 
own, use, operate, introduce and sell, assign, or otherwise dispose of any 
all trade-marks, formulae, secret process, trade names, brands, distinctive 
ks, copyrights and all inventions, improvements, and processes used in con- 
tion with, or secured under, letters patent, or otherwise, of the United 
Stites, or of any other country, and any governmental grants, or concessions: 
use, exercise, develop, grant licenses in respect of, or otherwise turn to 
unt any and all such tr: 
| the like, or any such property rights and information so acquired 
fo distribute in kind, all or any of the surplus property of the compat 
ng the members by way of dividends or otherwise 
In general, but in connection with the foregoing, said corporations shall 
e and exercise all the powers conferred by the laws of the State of New York 
business corporations The purposes and powers spec ified in the clauses 





le-marks, patents, licenses, concessions, processes 


tined in this article second of this corporation certificate shall, exce pt hen 
Wise expressed in said article, be in no wise limited or restricted bv refer 
to, or inference from, the terms of any other clause of this, or anv othe 
le in this certificate, but the purposes and powers specified in each of the 
es of this article sl 


all be regarded as independent purposes and powe 
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on 


and the specification herein contained of particular powers of the corpor 
is not intended to be, and is not in limitation, but in furtherance of the p 
granted to corporations organized under said Business Corporations Law uy 
and in pursuance of, the provisions of which this corporation is formed. 

1. To do all and everything necessary, suitable and proper for the accom 
ment of any of the purpoSes, or the attainment of any of the objects o 
furtherance of any of the powers hereinbefore set forth, either alone or 
ciated with other corporations, firms, or individuals, and to do any othe 
or acts, thing or things incidental or pertaining to, or growing out of, o 
nected with the aforesaid business, or powers, or any part or parts th 
provided the same be not inconsistent with the laws under which this corpo: 
is organized. 

I, the President of GorHam Liquvor Corp., have read the above statement 
it is true to my own knowledge. 

FOTHAM Liquor Corp., 
By Lovuts I. Pokrass, Preside 


Sworn to before me this Sth day of November, 1946. 


Jacon GERSTEIN, 


[SFAL] 
1ttorney and Counselor at Ja 


QUESTIONNAIRE To Be FILep IN CONNECTION WITH ORIGINAL APPLICATIO? 
oR NOTICES 


If space for any reply is insufficient, use separate sheet, taking care to nur 
reply to each question. The sheet should be attached to questionnaire 
1. Full corporate or trade name: Goraam Liquor Corp., 500 Fifth Avenue, N\ 
~ Names and business addresses of the officers, directors and stockholders 

other persons interested in the corporation; the owner of the busine 
an individual owner, or the partners, if a co-partnership: 

No. of shares: 500. Name: Louis I. Pokrass. Title: Pres. & Director. Lé« 
residence : 115 Central Park West, NYC. Business address: See sworn state: 
nnnexeid, 

No. of shares: 25. Name: Sigmund Janus, Sr. Title: Treasurer & Dir 
Legal residence: 630 Fifth Ave., NYC. Business address: See sworn stat: 
annexed, 

No. of shares: 10. Name: Jacob Gerstein. Title: Secretary & Dir 
Legal residence: 15 W. Eighty-first St.. NYC. Business address: 36 W. | 
fourth St., NYC. 

lias applicant firm ever been convicted of any felony or misdemeanor 
Federal or State law? No. 

t. Has applicant firm ever been arrested and charged with violation of any 
eral or State law relating to liquor? No. 

Has applicant firm ever compromised, by payment of penalties or othe: 
iny violation of any Federal law relating to internal revenue or cu 
taxation of distilled spirits, wines or fermented malt liquors? No 

Has applicant firm ever filed application or notice of intention to use, 1 
facture, sell or deal in alcohol, especially denatured aleohol, or al 
beveraces which was disapproved? No. 

If so, state reasons for disapproval eS 
7. Has applicant firm manufactured, used, sold or dealt in alcohol, sp: 
denatured alcohol, or alcoholic beverages? No 
If so, please give complete detailed information as follows: 
Permit No. if any: 
Period covered: — 
Name and address under which it was issued: 
When and why permit was discontinued: 
If revoked, was settlement made of civil liabilities incurred the 
; When? 
S. Does applicant firm manufacture, sell or deal in alcohol, specially det 
aleohol, or alcoholic beverages? No 
0%. Applicant firm must give at least three bank and business references 
Nutional Distillers Products Corp. 120 Broadway, NYC (Distiller 
if Yorktown, 5Sth St. and Sth Ave. NYC (Bankers) 
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Louis J. Newman, President of David Meade Distilling Co. of Meadeville, 
Pa., 500 Fifth Ave. NYC 
The information given above is hereby certified to be true and correct. 
GOTHAM Liquor Corp. 
By Lovuts I. Poxrass, President 
(CORP. SFAL) 
Subscribed and sworn to before me this 30th day of October 1946. 
[SEAL] Jacon GERSTEIN, 
ittorney & Counselor at Law. 
My commission expires March 30, 1947. 
Date notary’s columission expires must be shown 


NOTICE 


Attention is directed to the provisions of section SO, tithe 1S, U. S. Code, an 
notated, which states in part as follows: 

* * * Whoevershall * * * falsify or concealor coverup * * * or 
make or cause to be made any false or fraudulent statements or representa 
tions * * *, Knowing the same to contain any fraudulent or fictitious state 
ment * * *, In any matter within the jurisdiction of any department or 
agency of the United Stutes * * * shall be fined not more than $10,000 or 
imprisoned not wore than 10 years, or both. 

(Form 405 Revised Jan. 1946.) 


PERSONNEL QUESTIONNAIRE 


Supplemental to Application for Permit filed by Goraam Liquor Corp., 500 
Fifth Ave., NYC 


This questionnaire is to be furnished by the applicant and all partners, 
officers, directors, stockholders holding ten per cent or more of the stock, and 
firm members, 

If space for any reply is insufficient, use separate sheet, taking care to number 
reply to each question. ‘This sheet should be attached to the questionnaire. 


1. Name: Louts I. PokKRass. 

Legal residence: 115 Central Park West, New York, N. Y. 

Business address : See Sworn statement annexed to application. 

Date of birth: 17th day, 7th month, IS9S. Place: Korsun, Russia 

Have vou ever been convicted of any felony or misdemeanor under Federal 
of State law? No. 

Have you ever been arrested and charged with violation of any Federal of 
State law relating to liquor? Yes. See Sworn statement annexed hereto, 

Have you ever compromised, by payment of penalties or otherwise, any viola- 
tion of any Federal law relating to internal revenue or customs taxation 
of distilled spirits, wines, or fermented malt liquors? Yes. See sworn 
statement annexed hereto. 

Has disapproval ever been given to any application or notice of intention 
to manufacture, use, store, rectify, bottle, distribute, sell, import or trans- 
port alcohol, denatured aleohol, spirits, fermented liquors or wines filed by 
you or any firm or corporation of which you were proprietor or a partner, 
tlieer, director, principal stockholder, or responsible employee? Answer 
Yes” or “No.” Yes. If answer is “Yes,” state name under which appli- 
cation was tiled and reasons for disapproval. See sworn statement at- 
tached. Reasons for denial set forth in order dated December 4, 1945. 

Have you as an individual or in connection with a partnership or cor- 
poration ever been connected with a Federal Permit to manufacture, use, 
store, rectify, bottle, distribute, sell, import or transport alcohol, denatured 
ilcobol, spirits, fermented liquors or wines? Yes. I-S35) (importer) ; 
PDW-4205 (wholesaler); 2-1-967; 2-P-968; 2-P-960— 2-1-2287; 2-T-238; 
2-1-2380). 

If so, state: Number of Permit, if any ite 

Period covered: October 1934 to date 

Name and address under which permit was issued, if any: 
Caprro, WINE & Sprrit Corp., 585 Gerard Ave., NYC. 

When and why was it discontinued: Permits I-S33 & PDW- 
4205 were annulled. See sworn statement annexed. 

If revoked, was settlement made of civil liabilities incurred 


therennder? 
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you now hold any permit or are you connected with any firm or corps 
tion Which manufactures, uses, stores, rectifies, bottles, distributes, sells, 
ports, or transports alcohol, denatured alcohol, spirits, fermented liquors 
Wihes Ni 
If so, state name and address of permittee 
S. Have you ever been employed by any person, tirm, or corporation manu 
turing, using, storing, rectifying, bottling, distributing, selling, importing 
transporting alcohol, denatured alcohol, spirits, fermented liquors, or win 
If so, when Yes 4 to Me (See sworn statement attached.) Nu 
of Permittee: Capitol Wine & Spirit Corp Address: S85 Gerard Ave. NY 
e hames and addresses of three references other than emplovers ISI 
to character and business responsibility 
is Balfe, National Distitlers Product Corp. 120 Bway. NYC: Ge 
in, Bank of Yorktown, Sth Ave. & 3Sth St. NY¢ Louis J. New) 
f Day al Mende Listi lhe } Meadeville Pa , Dw | 
‘ 
lovers for past 100 ye: 
apitol Wine & Spirit Cor) : SS Get \ N} 
Manager, Officer & Director 
idences for the past lo veurs Street address 1453 Teller \\ 
\ 115 Central Park West, New York, N. \ 
oenuch and all of orecoing questions true to the ‘ 
reoand belief? Yes (Signature) Louis Il, PoKkrass 
to before me this 30th day of Oetober 1946 
}xAcon GERSTEIN 
Notary Publ 
appear here.) 


I 


Whoever shall é : ty or conceal or cover up 


e ‘ : ‘} 
se to be made at oO audulent statements or representati 
the same to contain any fraudulent or fictitious stateme 
matter within the jurisdiction of any department or agency 
ted States ° shall be fined not more than 810,000 or imprisoned 1 
nten years or both 


41%) ary Tevy 1 ode) 
‘ I i 


l’rRSON NEI 


Application for Permi 
ow) Fifth 


> be furnished by the applicant li partners, office 
holding ten per r more of t stock, and ft 
members 
If space for any reply is insufficient grat taking cure to num 
reply te each questior This sheet ul be atta ‘ * question! 
1. Name. JAcOgn GeRSTEIN 
Legal residence: 15 West Sist Street, N. Y.C.. N. ¥ 
Business address: 36 West 44th Street, New York, N. ¥ 
Date of Birth: 24th day, 10th month, 1908. Place: Odessa, Russia 
Have you ever been convicted of any felony or misdemeanor under Feds 
or State law? No 
Have you ever been arrested and charged with violation of any Feder 
State law relating to liquor? No 
Have you ever compromised, by payment of penalties or otherwise, anv vi 
tion of any Federal law relating to internal revenue or customs taxatio 
distilled spirits, wines, or fermented malt liquors? No 
Has disapproval ever been given to any application or notice of ir 
to manufacture, use, store, rectify, bottle, distribute. sell. import 
port alcohol, denatured alcohol, spirits, fermented liquors or wines 1 
by you or any firm or corporation of which you were proprietor or a 
officer, director, 


mribveipa stockholder or responsible employee 7 An 


l 
Neo 
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If answer is “Yes,” state name under which application was filed and reason 
for disapproval 

Have you as an individual or in connection with a partnership or corporation 
ever been connected with a Federal Vermit to manufacture, use, store, 
rectify, bottle, distribute, sell, import or transport alcohol, denature 
alcohol, spirits, fermented liquors or wines? No 

If so, state: Number of permit, if any 


Period covered 


Name and address under which permit was issues f 
When and why it was discontinued 
If revoked, was settlement made of cis ibiiities incurred 
thereunder: 
7. Do vou now hold any permit or are Vou ¢ mnected with any firm ¢ corpora 
tion which manufactures, uses, stores, rectifies, bottles, distributes, sells 
imports, or transports alcohol, denatured alcohol, spirits, fermented liquors 


or wines? No 
If so, state nume and address of permitttee 
S. Have you ever been employed by any person, fir, or corporation manut 
turing, using, storing, rectifying, bottling, distributing, selling, in 
transporting alcohol, denatured alcohol, spirits, fermented liquors, or wines? 
If so, when? No 
Name of Permittee Address 
Give names and addresses of three references other than employers listed 
below as to character and business responsibility Jucob Grumet, Listrict 
Attorney's office, Manhattan Title Guarantee & Trust Co., 6 East 45th 
Street, NYC: George Gordon Battle, 30 Broad Street, NYC.: Philip G. Bet 
man, 505 Fighth Avenue, N. Y. C.; John Myers. American Flange & Mfg. C 
Ine., 80 Rocketeller Plaza, NYC, 
10. List your employers for past 10 Vears. Street address: I am not emploved 
by any one firm. Tam an attorney. 
1. List your residences for the past 10 years. 15 West Sist St.. New York € 
11 West Sist St... New York City: 27 W. &th St.. New York City 
12. Are the answers to each and all of the foregoing questions true to the best of 
your knowledge and belief? Yes 
Subscribed and sworn | efore me thi# 30th day of October 1946 
ure) JAcOon GERSTEIN 
ANNE I (CALLAGHAN 


Stamp showing date Notary’s commission expires must appear here) 
Commission expires March 30, 1947, 


NOTICI 

Attention is directed to the provisions of section SO. title 18. 1 S. Code 
tated, Which states in part as follows 

* * Whoever sl . 8 falsify or conceal or cover up * * * 
make or cause to be made any false or fraudulent statements or represent 
— *. knowing the same to contain any fraudulent or fictitious state 
ents * *, in any matter within the jurisdiction of any department o1 
ency of the United States * shall be fined not more than S10,000 o 


prisoned not more than 10 years, or both 


Form 419 Rev. Jan. 1946.) 


Supplemental to App tis for Permit tiled by \ Ligue Cont 


Chis questionna re S tor tv nrnished bv tlre appircant and a partners, officers 
ectors stockholders hw ! el percent or mere of thre stock nd f 


embers 
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1. Name: SIGMUND JANAS, Sr. 
Legal residence : 630 Fifth Avenue, New York, New York. 
Business address : 630 Fifth Avenue, New York, N. Y. 
Date of birth: 23d day, 11th month, 1899. Place: Lake County, Califor: 

2. Have you ever been convicted of any felony or misdemeanor under Federa! 
State law? No. 

%. Have you ever been arrested and charged with violation of any Federal) 
State law relating to liquor? No. 

i. Have you ever compromised, by payment of penalties or otherwise, any vi 
tion of any Federal law relating to internal revenue or customs taxat 
of distilled spirits, wines or fermented malt liquors? No. 

5. Has disapproval ever been given to any application or notice of intention 
manufacture, use, store, rectify, bottle, distribute, sell, import or trausp 
alcohol, denatured alcohol, spirits, fermented liquors or wines filed by 
or any firm or corporation of which you were proprietor or a parti 
officer, director, principal stockholder or responsible employee? Answ 
“Yes” or “No.” No, 

if answer is “Yes,” state name under which application was filed and reas: 

for disapproval. 

6. Have you as an individual or in connection with a partnership or corp 
tion ever been connected with a Federal Permit to manufacture, use, st: 
rectify, bottle, distribute, sell, import or transport alcohol, denatured 
cohol, spirits, fermented liquors or wines? No, 

If so, state: Number of Permit, if any ~~ ~- = 

Period covered - 

Name and address under which 

permit was issued, if any —_ 
When and why it was discontinued_—_ 

If revoked, was settlement made of civil 
liabilities incurred thereunder ?__.-.------ 

7. Do you now hold any permit or are you connected with any firm or cop: 
tion which manufactures, uses, stores, rectifies, bottles, distributes, s: 
imports or transports alcohol, denatured alcohol, spirits, fermented liqu 
or wines? No. 

If so, state name and address of permittee. ‘ a sei 

8. Have you ever been employed by any person, firm or corporation manufact 
ing, using, storing, rectifying bottling, distributing, selling, importin: 
transporting alcohol, denatured alcohol, spirits, fermented liquors 
wines? If so, when? No. 

Name of Permittee 7 ..-- Address . 

) Give names and addresses of three references other than employers listed lx 
as to character and business responsibility. 

Carl D. Hoffman, 30 Broad Street, New York City 
A. ©. Dick, 680 Fifth Avenue, New York City 
Joseph Keon, 575 Fifth Avenue, New York City 

1. List your employers for past ten years. Name: 1983-8, American Air 

Ine Address: 110 East 42nd St. NYC. Position: Asst. to Presid 
Name: 1938 to date, Colonial Airlines, Inc. Address: 630 Fifth Ave. N 
Position: President, 

11. List your residences for the past ten years 

2440 Lakeview Road, Chicago, D1. 
121 Melrose Avenue, Chicago, Il! 
3000 Sheridan Road, Chicago, Ill 
Hotel Delmonico, New York City 
4401 Spuyton Duyvil Parkway, Riverdale, N. Y 
Hampshire House, New York City 
630 Fifth Avenne, New York City 
12. Are the answers to each and all of the foregoing questions true to the 
of your knowledge and belief? Yes. 
(Signature) Si¢muNpD JAN 
Subseribed and sworn to before me this Sth day of November 1946 
AL | JACOR GERSTEIN, 
Notary Publ 
Stamp showing date Notary’s commission expires must appear here.) 
Commission expires Mareh 30, 1947 
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NOTIC! 


Attention is directed to the provisions of section SO, tithe IS, U. S. Code, anno- 
tated, which states in part as follows: 

* © * Whoever shall * * * falsely or conceal or cover up * . 
or make or cause to be made any false or fradulent statements or representa- 
tions * * *, knowing the same to contain any fraudulent or fictitious state 
men * * *, in any matter within the jurisdiction of any department or 
agency of the United States * * * = shall be fined not more than $10,000 or 
imprisoned not more than 10 years, or both. 

(Form 419 Rev. Jan. 1946.) 


INSPECTION ASSIGN MEN 


GoTuAM Liquor Corp 
Administrative consideration 
zee SB. &. F. 
To: H. MAzEVITSKY: 
Date: November 14, 1946. 
You are directed to make an inspection in accordance with existing require- 
ments relative to the above application or notice and to attach your report 
hereto— 
J. A. ADATR, 
Chief, Inspector Section 


INSPECTOR’S RECOMMENDATION 


Recommend disapproval of the application. Applicant is not entitled to the 
confidence of the Department and will not conduct operations in conformity with 
Federal law by reason of its association with Louis I. Pokrass, principal stock- 
holder, President and Director. 

Date inspection commenced : November 14, 1946. 

Date inspection completed : December 20, 1946. Total hours: 32% 

(Signed) Harry Mazevitsky, 


Inspector. 
Date: November 20, 1946 


RECOM MENDATION 


Recommend for administrative consideration, in accordance with detailed re- 
view in attached memorandum. 


GEORGE BARTOS, 
Reviewing Officer 
(Initialed) W. Z. J. S. 11/20 
Date: November 20, 1946. 
Concurrence, 
Date: November 20, 1946 
J. A, ADAIR 
icting Chief, Inspection Divisior 
Issuance of Permit See attached memo 
Date: November 20, 1946. 

Hl. P. McNary, 
icting Assistant District Supervisor 
Date: November 21, 1946. 
I concur. 

J. A. Wriewr, 


; 





INTERNAL REVENUE INVESTIGATION 


ORIGINAL INSPECTION 


(Under Chapter 26, Internal Revenue Code, and the Feder: 
Administratic Act) 


OFFICE OF DISTRICT SUPERVISOR 


ps PP: RM 
P1601 


New York 7, New York 


1630. Received: November 8, 1946 
rm 1632. Received: November S, 146 

Name of applicant: Gotham Liquor Corp 
Trade name (if anv) As above, at 500 Fifth Avenue. New York 1S. New Y 
Purpose of application or notice for Wholesaler’s and Importer’s Basic Perm 
State whether the business is a new enterprise or is an acquisition of 


1 dill es 
sheal business o 


has been acquired from persons who have discontir 
ness If an established or discontinued business is acquired, give name 
liress of former proprietor, registry and permit number, if any, and { 
cquisition or discontinuance: New enterprise 


List udverse information concerning the applicant o any | the 


director, principal stockholder, or firm member of the applicant ownir 


t?! I 


olling, or actively participating in the management of the business, and stat 
Whether either was ever connected with a Federal permit or authorized t 
manufacture, use, store, rectify, bottle, distribute, sell, import, or transport ale 
hol, denatured alcohol, spirits, fermented liquors, or wines, and, if so, furnis 
the number and classification of such permit, or date of authorization 
period of operation thereunder, and whether such permit or author 
m was ever suspended or revoked Brietly give details, making app 
reference to data or files which the inspector should review: There 
of Messrs. Janas and Gerstein. Louis I. Pokrass was former 
Capitol Wine & Spirits Corp.. P4205, 2-P-00, 2-P-tiis, 


IS DT 


257, I-S33; Hercules Liquor Products Corp., 2-R—-2 
ISS all Closed Fairmont Liquor Corp., 2-P-S89 applica 
Francfort-Dodge & Co Inc... PDW-634 «& I-151 N 
uny permit tssued to Rabbi Keonig to sell Sacramental wine at 
Tease see the attached copy of Form 55 dated 12°56 43 removed fi 
Louis 1. Pokrass and Lily Pokrass d/b/a Hereules Liquor Prod) 
Which gives the oflice record up to that time of Mr. Pokrass, and i: 1 
reports dated 1231/48 and S- 21/45 
Documents Attached: One copy each of Forms 16380 and 1632 with supportil 
affidavits and one copy each of Form 405 and Form 410. Also copy of Insp. 
t=K\ ! of 9 6/46. concerning Pokrass’ connection th Ter 


© itisyy 


ad 


which should be taken into consideration by tl 


REQUES! 


16 
DIVISION 


nspectio . ative to the above 
Bonded Account 


Novi MI 

wrsor, Arconmor Tax Unit, 

luternal Rerennue, 

) Broadway, New York 7. N. J 
\ttention Chief Inspection Division, re Getham Liquor ‘orp 
Fifth Avenue, New York 18, N. Y. 2-P-1601 (pending), 2-1-4 
pending ) ) 
Pert pertains to an investigation conducted relative to applications 
sand Importer’s Basic Permits under the F . Act tiled 


by 
Corp., 500 Fifth Ave... New York, N. ¥ 


nvestigation 








INTERNAL REVENUE INVESTIGATION 145 


made pursuant te assignment on Form SO, dated November 14, 1946, which is 
attached hereto with applications and supporting documents. 


A. ORGANIZATION AND PERSON NEI 
1. The Gotham Liquor Corporation was incorporated under the laws of the 


State of New York on October 4, 1946, and maintains a temporary office at 500 
Fifth Avenue, New York, N. Y 


The amount of authorized stock is 1,000 shares of no par value stock. This 
is the only class of stock authorized and has all the voting rights. The amount 


of paid in capital is $107,000.) The names and addresses of the officers, direc 
tors, and stockholders with the number of shares held by each is as follows 


Louis I. Pokrass, 115 Central Park W., New York, N. Y., President & Diree 
tor. 5OO shures 

Sigmund Janas, Sr., 680—Sth Ave., New York, N. Y., Treasurer & Director, 

“5 shares. 

Jacob Gerstein, 15 W. Sist St., New York, N. Y¥., Secretary & Director, 10 
shares. 


2. The applicant corporation is a new enterprise. Louis IT. Pokrass’ invest- 
ment in the business is $100,000. His ability to finance the business to that 
extent from his personal funds was established by me during a previous investi- 
vation (See item #2 of Wxhibit #5). Further, he is reputed to have recently 
received about $2,000,000 as his share from the liquidation of the Capitol Wine 
and Spirits Coorporation in which he and his wife held a two-third interest. 
Sigmmund Janas’ investment in the business is 85,000 and Jacob Gerstein’s invest 
ment is $2,000. These funds represent the accumulated earnings and savings 
of Mr. Janas and Mr. Gerstein which were on deposit in their accounts at the 
National City Bank of New York, 9 W. Sist St., New York City, and the Title 
Guaranty & Trust (o., 6 E. 45th St... New York City, respectively No person 
ether than the foregoing have advanced or have agreed to advance any monies 
in the business 

$+. The applicant corporation has never either directly or indirectly had actual 
or legal control over any other corporation. 

5. Louis I. Pokrass, President and Direetor and holder of 500 shares of stock, 
was formerly associated with the Capitol Wine and Spirit Corporation of 385 


Gerard Ave., New York, N. Y His association with the Capitol corporation 
begun since its inception in 1933, first, ostensibly as an employee, and later as 
President This concern held Wholesaler’s Basic Permits P4205, 2-P-09, 


2—P-6S, 2-P-967 and Importer’s Basic Permits 2-1-2380, 2—-I-25s, 2-1-2537, and 
I-S33. Wholesaler’s Basic Permit P-4205 was annulled by the District Super 
Visor on October 11, 1943, on the grounds that it was procured through fraudu- 
lent misrepresentation of material facts. The annulment order was sustained 
by the U.S. Cirenit Court of Appeals, 2nd Cirenit, in a decision handed down as 
of July 16, 1945, after an appeal by Capitol This and Pokrass’ association with 
Capitol are covered in detail in my report dated August 21, 145, copy of which 
is attuched hereto as Exhibit 253 From October 1988 to October 1043, Pokrass 
was a director in Franecfert Dodge and Co., Ine., Yonkers, N. Y., wholesale liquor 


dealers 


Mr. Sigmund Janas, Sr., Treasurer and Director and holder of 25 shares of 
steck and Mr. Jacob Gerstein, Secretarv and Director and holder of 10 shares 
of stock have never been connected with the liquor industry Mr. Janas is 
President of the Colonial Airlines, Ine., 630—Sth Ave., New York Cits He has 


been identified with commercial air transportation for about ZO vears Mr. 
lacob Gerstein is an attorney with offices at 36 W. 44th St., New York, N.Y He 
has been engaged in the praetice of law for about 20 vears and represents Pokrass 

legal matters 

6. The applicant does not either directly or indirectly have actual or le 
ontrol over any other corporation ner is it actually or legally controlled by any 
other corporation either through steck ownership or in any other manner 
7. The criminal index files of the U. S. District Court, Southern Distriet of New 
York. were examined No record was found to indicate that the officers and 
directors of the applicant corporation were ever convicted of any felony or mis- 
demeanor under Federal law Sigmund Janas, Sr., and Jacob Gerstein have 
never been arrested on any charge. Louis I. Pokrass, however, has been arrested 
four times on charges of violating the National Prohibition Act, as follows: 


(a) Information filed 5/27/25; dismissed 6/11/25. 


ral 
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(b) Complaint filed with the U. S. Commissioner 12/31/26; 
January 1927 

(c) Complaint tiled June 1931; dismissed June 5, 1931 

(d) Complaint filed 11/27/81; dismissed 1/11/32. 

\ request Was made under even date for a letter of inquiry to be forward: 
by this office to the Statistical and Criminal Identification Bureau, New Yor 
City Police Department, for any information that may be in their files cor 
cerning Sigmund Janas, Sr. and Jacob Gerstein. It is not anticipated that any 
adverse information will be received from this source regarding these individuals 
Pokrass’ name was not included in the request for the reason that a recent repor 
from the Police Departinent disclosed no adverse information, 

Ss. No investigation was made of the business references supplied by the app! 
cant for the reason that a recent investigation conducted by me in connecti: 
with the application filed by Louis I. Pokrass and Lily Pokrass, d/b/a Cent: 
Liquors, disclosed no adverse information when interviewing the business 1 
erences supplied In my opinion, further investigation at this time is not war 
ranted as no adverse information is anticipated from these sources especially 
since three of the references listed in the current application are the sany 
references previously submitted. See my report of investigation dated Aug 
21, 145 attached hereto as Exhibit No. 3 

Phe applicant corporation being a new enterprise is not rated by any con 
inercial agency 

. The following are the references listed by Sigmund Janas, Sr., in his pe: 
sonne! questionnaire, form 419, attached hereto: 

Car! O. Hoffman, 30 Broad St., N. Y. C. 

A. C. Diek, 630 Sth Ave., N. Y. C. 

Joseph Keon, 565 oth Ave., N. Y. C. (address on personnel questionnair: 
shown as 575 Sth Ave. N. Y. C.) 

I was unable to contact either Mr. Hoffman or Mr. Dick. Mr. Hoffman's secr« 
tary ip an interview stated that he was out of town on business and does het 
know when he will return, Mr. Dick's secretary stated that he is ill and is a 
hom In an interview with Mr. Keon by telephone, he stated that he has kn 
Mr. Janas intimately for about eight years both socially and through busines 
dealings with him lie further stated that Mr. Janas is very meticulous i: 
handling his business affairs; that he is dependable and that his word is h 
bond. Recommends him without hesitation to the Departinent in any unde: 
taking that he may have with it. 

The following references of Jacob Gerstein were interviewed. Results of thes: 
interviews are as follows: 

(a) George Gordon Battle, 30 Broad St., New York, N. Y¥. This reference is 
prominent attorney Stated that he is personally acquainted with the subje 
and has known him for about 15 to 20 years: that be and the subject are inte 
ested in and have worked together in many charitable, philanthropic and pub 
causes. Recommends him as a good risk to the Department in any undertaki! 
that he may have with it 

(b) Tithe Guaranty & Trust Co., 6 E. 45th St.. New York, N. \ Interviews 
Mr. Murphy, Assistant Secretary, Stated that the subjects opened an accou 
in October 1928S and that the account was closed in June 1956. In Febru 
17 a new account was opened. This account is still active and according 
Mr. Murphy relations between the subject and the bank have been very sal 
factors An average low four figure balance is maintained in the account 
the present balance is $4928.7s 

Inquiry at the New York Bar Association, 42 W. 44th St., New York ¢ 
disclosed that Mr. Gerstein is a member in good standing. There is no record 
any complaints having ever been filed against him. He was admitted to 
practice of law in 1925 and on April 23, 1937 was enrolled to practice betore 
U.S. Treasury Department 

10. The applicant corporation being a new enterprise has had no experie! 
in the liquor business. However, Louis I. Pokrass, President, Director ar 
principal stockholder, has been identified with the liquor industry through 
ussociation with the Capitol Wine and Spirit Corp., and has held responsi! 
positions relating to the purchase and distribution of liquors and wines, He w 
connected with this concern since its inception in 1935 until its dissolution 
146. By reason of his past experience he is qualified to conduct the busine 
proposed to be carried on 

Mr. Sigmund Janas, Sr. and Mr. Jacob Gerstein, Treasurer and Director, a 
Secretary and Director, respectively, and minority stockholders, have had 
experience in the liquor business 


dismissed 
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12. All operations will be under the general supervision of Louis I. Pokrass 
It is intended that an office manager, sales manager and traffic manager will be 
employed when and if operations are commenced under the permits applied for 
No personnel employments have been made to date. 

13. Applicant’s premises at room 3113, 500 Sth Ave., New York, N. Y. are not 
owned or leased. They are temporary quarters consisting of desk space which 

available to the applicant without rent because of friendship between Pokrass 
and Louis J. Newman, President of the David Meade Distilling Co., Meadville, 
i'a., lessee of the premises. ‘These premises are merely used as a mailing ad 

ess. It is intended that when and if the permits applied for are issued prem 
es at OSO Gerard Ave., New York City, which Pokrass now has available. will be 
sed for operations under the permits. 

15. The neighborhood surrounding the premises at 500 Sth Ave.. New York 

ty, are utilized principally as office buildings. 

l6. The situation of the premises are not such as would enable the applicant to 
defraud the United States. 

Is. No state license has been procured. It is intended that when and if the 

plications are approved, said license will be applied for 

19 No occupational tax stamps have been procured. The applicant intends 

apply to the Collector of Internal Revenue for the necessary occupational tar 

ups When the permits are issued. 
23. The applicant proposes to sell distilled spirits and wines 

a) The applicant is net now engaged in the wholesale liquor business 

(b) The applicant has no present sales organization but it expects to or 
gaunize its own sales organization upon obtaining necessary permits and licenses 

(c) The applicant has been designated by The Fleischmann Distilling Cor 
poration, 595 Madison Ave., New York City, as one of their distributing agents 
see photostatic copy of letter from The Fleischmann Distilling Corporation, at 
tached hereto. In addition the applicant expects to be designated by the National 
Distillers Products Corporation, 120 Broadway, New York City, and the David 
Meade Distilling Co. of Meadville, Pa., as their distributing agent, upon issuance 
of the necessary permits and licenses 

(d) The applicant proposes to sell distilled spirits and wines and estimates 
that 90° of its business will be in distilled spirits and 100% in wines 

(e) The applicant proposes to sell at wholesale to wholesalers and retail 

Does not intend to sell to consumers. 

f) The applicant does not maintain any branch offices or warehouses 
either under its own name or under trade names differing from the name in whicl 
the application is filed 

24. The applicant intends to also import distilled spirits and wines and pro 
poses : 

a) To sell to the wholesalers and retailers. 

b) The applicant has no present sales organization but it expects to organize 

owh sales organization upon securing the necessary permits and licenses 
The applicant has not contracted with any person or persons to act as his dis 

buter 

¢) No one has as vet designated the applicant as their distributor. 

d) The applicant proposes to make direct importations in his own name ¢ 

e) The applicant proposes to sell directly to the domestic customer 

(f) The applicant does not maintain any branch offices or warehouses either 

der its own name or under trade names differing from the name in which 

e application is filed 
2. in my opinion the applicant is not entitled to the confidence of the De 

rtment by reason of its association with Louis |. Pokrass, its principal stock 

lider, President and Directo See paragraph 26 (general statement) of this 
report for Pokrass’ background 

Iii. See paragraph 13 for information regarding applicant's premises 

“tO. General statement: 

This is another of 2 series of attempts by Louis I. Pokrass to secure basic 
permits. Previous attempts were without success 

The poor reputation that Pokrass bears with this office is a matter of record 

tained in office files and is fully deseribed in reports covering investigations 

applications for basic permits heretofore filed which resulted in their with 
wal or disapproval. Copies of these reports are attached hereto as exhibits 
Since Pokrass’ background is fully covered in these reports, copies of which ars 
iched hereto as exhibits, a restatement thereof is not considered necessary 

d none is made except for a brief description of the applications filed aud 

tion taken thereon by the investigating officers 
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During November 1943 applications were tiled by Louis I. Pokrass and | 
a Hercules Liquor Products Company, for rectifier’s, import: 


Pokrass, d/b 
The report of inve 


wholesaler’s and warehousing and bottling basic permits 
gation submitted by the investigating officer recommended disapproval for 
following reasons: 
1. That the individual members of the partnership are not likely 
maintain the operation for such permits in conformity with Federal law 
2. That the bond of Louis Ll. Pokrass be disapproved on the ground t! 
he had compromised a fraudulent noncompliance with internal revenue 
relating to the taxation of distilled spirits. 

These applications were withdrawn on March 14, 1944—four months aft 
they were filed. See report of Inspector Hurley, dated December 51, 145 
tached hereto as Exhibit +1. 

Another application was filed during August 1944 for a wholesaler’s ba 
This application was field in the name of the Fairmont Liquor ¢ 

Louis 1. Pokrass and Harry Davis were the principals involved, e 
interest comprising of 250 shares of stock each. Af 


permit 
poration 
holding a 50 percent 
an investigation Was made the investigating officer recommended disapprova 
the following grounds: 

s not likely that operations thereur 


l. If the permit were granted, it 
nuse of the pres 


would be conducted in conformity with Federal law, le 
unsatisfactory reputation and illegal operations of the persons concet 
with the permit, and 

2. The application 
nullow the interested parties in the Capitol To escape the effects of the 
nulment penalty imposed by this office for violation of the FL. A. AL A 
upproval of the application would vitiate the action of the U.S. Cireuit © 
of Appeals in the event that the Court upheld the annulment 


represents no more than a subterfuge designed 


This application was withdrawn by the applicant when it became appar: 
that the permit applied for would not be issued! See report of Luspector Hu 
dated August 31, 1944, attached hereto as Exhibit #2 

During July 145 an application for a wholesaler’s permit was filed by Ls 
I. Pokrass and Lily Pokrass, d/b/a Central Liquors \fter a thorough inves 
vation conducted by me, details of which are set forth in copy of my report 
tached hereto as Exhibit #3, L recommended disapproval of the applicati 
the following vrounds: 

l. That this application was not tiled in good faith but is 
to evade the effects of the annulment of Capitol’s wholesaler’s | 


mereiy a 
terfuge 
permit and to perpetuate the business of Capitol. 

2. That the past history and record of Louis Ll. Pokrass proves th 
hat worthy of the contidence of the Department and that he is not like 
conduct operations in conformity with Federal or State law 

3. That the revenne would be in jeopardy in the event a permit was is 
as evidenced by the attempted evasion of the 1940 floor stocks tax wh 
sulted in the payment of an offer in compromise of $100,000 

!. That this office cannot place any credence in any of the reports req 
to be filed under oath by the applicant in connection with the ope 
inder the permit applied for. 

>. That the applicant's premises are not suitable for the type of In 


proposed to be carried on. 

After a review of my report of investigation, the Distriet Supervisor 
Notice of Contemplated Denial. The applicants applied for and received a 
ing before a hearing officer. Their rights were amply protected by couns 
represented them at the hearing. At the conclusion of the hearing, the Dis 
Supervisor after a review of the findings of the Hearer, issued an Ord 
Denial on December 4, 1945. The applicants thereupon appealed to the Di 
Supervisor for reconsideration and the District Supervisor after further 
sideration affirmed his Order of Denial on December 7, 1945 An appea! 
the District Supervisor's Order of Denial was taken before the Deputy Cor 
sioner in Washington, by the applicants. The Deputy Commissioner at 
review of the evidence in this case affirmed the District Supervisor's order 
action in denying the application, on January 7, 1946, and the applicants 
so notified by him. 

In February 1946 the partnership of Louis I. Pokrass and Lily Pokrass 


fila! an application for a wholesaler’s permit. Office files indicate that no 
tigation was made and that an Order of Contemplated Denial was issued 
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Order included, among other charges, a charge that the new application is not 
companied by sworn statements of facts suflicient to satisfy the District Su 
ervisor that the grounds upon which the former application was denied, in 

whole or in part, no longer exist. The application was withdrawn by the appli- 
nts when it became apparent that it would be denied 

In the instant application Pokrass has not presented any mit 

ght warrant giving favorable consideration to the application 
ference between this application and the application that was de) 

now surrounding himself with the cloak of respectability 

Mr. Janas and Mr. Gerstein, two reputable citizens wh 
he liquer business Neither one will actively participate in the 

e business except insofar as their duties as officers and directors : 

ass is the principal stockholder and he is the person why 
establish business po i see that they are carried ou 

Pokrass has denied tin i again that he held any 

uor Products Company ‘mer rectifier in this dist 

th Isadore Fried who w: rmerivy associated with 

it he, Louis Pokrass, ook and Davis, each held a 
lercules Phis inter, \ d by me with Isadore 1 
Copy of ny report o intery is attached hereto in Exhibit 

In this same interview Mr d stated that he had turned over to Pokra 

ck-market monies received from sales of Hercules liquor; that Pokruss double 

ossed him by refusing to give him his share which he estimates at between 
$100,000 and $125,000; and that he is instituting a civil action to recover his share 
the money. Mr. Fried further stated that he is cooperating with Special 

Avent Andrew Hurley of the Intelligence Unit who is conducting an investiga- 
m of the affairs of Pokrass and will testify for the Government, if necessary 
ese stutements were incorporated in my report attached hereto as Exhibit 
1. 

Recommendation: Disapproval of the applications is recommended on the 
grounds that Louis I. Pokrass is not entitled to the confidence of the Department 
see Order of Denial dated 12/4/45, reconsideration of the Order dated 12/7/45 
iffirming the previous Order, and Deputy Commissioner's Order dated 1/7/46 
affirming the action of the District Supervisor, in basic files) and that because of 
s association with the applicant it is not likely to maintain operations in 
nformity with Federal law 

HIARRY MAZEVITSKY speete 


or Exutetrs 


xhibit No. 7 Copy of ort of investigation, dated December 3 
Inspector Elurley relat ‘to application fer basie permits filed by 
Pokrass and Lily Pok ) Llercules Liquor Products ¢ ompany 
hibit No. 2. Copy of report igation, dated August 31, 144 
pector Ilurley relative ap ‘ ; a wholesaler's permi 
Fairmont Liquor Corp 

vhibit No. 3. Copy of repr f investigation, dated August 

pector Mazevitsky relative fe pplication for a wholesale 

Lanis I. Pokrass and Li , ass, d/b/a Central Liquors 

hibit No. 4. Copy of report dated September 6, 1946 subi 

l | , 


evitsky relative to ervie with Isadore Fried 


HAkRKY 


Chiet Inspector 
Gotham Liquor Corp, 500 Fifth Avenue, New York 18, N. ¥ 


P1601 (pending), 2-I-426 (pending) 
Chis investigation disclosed po detrimental information concer! 
nt or its officers, directors and stockholders other than Louis I 


director and principal stockholder 
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Concerning Louis I. Pokrass, the following detrimental information is 
sented : 

1. During the Prohibition period, Mr. Pokrass was arrested on four « 
sions for violation of the National Prohibition Act. No convictions were fo 
however, and in each instance the case was dismissed. 

2. Mr. Pokrass was associated with Capitol Wine & Spirits Corp. from its 
ception in 1933 to 1946. In 1943, the permit held by the corporation was 
uulled by the District Supervisor on the basis of finding that its applica 
therefor misrepresented or concealed the interest in the company of Lou 
Pokrass, Charles D. Cook and Harry Davis, who were found to be the « 
owners of the business, although other persons, merely nominal stockhold 
were listed in the application. The annullment wus sustained in the Ci: 
Court of Appeals (180 Fed. 2D619). 

4. During the assecation of Louis IL. Pokrass, the operations of Capitol W 
& Spirts Corp, were conducted contrary to law and regulations particular 
relation to the attempt on July 1, 1940 to evade floor stocks tax on 20577.90 pv 
distilled spirits, and in connection with the filing of false reports on Forms 
by the company agent in Newburg, N. Y., which the corporation made no effor 
amend when knowledge thereof came to it. 

4. Information is presented that Louis I. Pokrass is the subject of an in 
tax investigation now pending in the Intelligence Unit. 

». Information in the form of statements by Isidore Fried, formerly ge: 
manager of the Hercules Liquor Products Co. is presented to the effect 
Lauis I. Pokrass was the concealed owner of the company. ‘he company 
merly held permit as rectifier, warehousing and bottling, wholesaler and 
porter under the F. A, A. Act. These were surrendered for cancellation w 
the company went out of business several years ago. 

The inspector has recommended disapproval of the applications for W) 
saler and Importer Basic Permits on the ground that operations are not like 
be conducted in conformity with Federal Law. 

The files in this office disclose that this is not the first time since the annu 
of the permit of Capitol that Mr. Pokrass has soucht permits as Wholesaler 
Importer under F. A. A. Act. With the exception of the application filed in 
name of Central Liquors, a partnership composed of Louis I. Pokrass and his 
Lilly, the applications were withdrawn prior to hearings in connection with 
ticipated office disapproval With respect to the application filed in the 
of Central Liquors, the application was recommended for disapproval in t 
lowing words: “Investigation discloses that the applicant, by reasor 
isseciation with Louis I. Pokrass, is not likely to maintain operations 
formity with Federal Law. It appears that Lonis I. Pokrass on or before 4‘ 

1956, was party to a conspiracy to secure a permit for the Capitol Win: 
Spirits Corp. through fraud, misrepresentation and concealment of m 
facts. The permit issued March 1, 1986 was annulled October 11, 1943 tf 
reason. It further appears that under the guidance and leadership of Ls 
Pokrass, the operations of Capitol Wine and Spirits Corp. were conducted 
trary to law and regulations, particularly in relation to the attempt on Ju 
1040, to evade floor stocks tax on 2ODT7T.20 p. «. of distilled spirits and i: 
nection with the adoption of the illegal act of the company agent in New! 
N. Y. during 1943 when the filing of false reports on Forms 521B by such 

ame to the attention of Pokrass who took no steps to inform this office 
mended reports. Recommendation is made that the application be disapp: 
on the ground that operations were not likely to be conducted in conformity 
Federal Law.” 

rhe foregoing opinion was expressed by me based upon identical fact 
the exception of items 4 and 5 shown above. As to item 5, there is no co 
rative evidence and as to item 4, there is no evidence that Mr. Pokrass h: 
found in violation of the law Hence, these charges may be ignored and the 
ation of the present applicant is substantially the same as the situation 
Central Liquor, in view of the association of Mr. Pokrass with each 

While IT am inelined at this time to concur with the recommendation ma 
the inspector, in view of the repeated efforts made by Mr. Pokrass to re-ent 
liquor field and to avoid any charge of prejudice, factors favoring the is 
of a permit are set forth for administrative consideration as follows: 

1. Seetion 4 (a) (2) of the F. A. A. Act prescribes the grounds for disap) 
of applications for permits by indirection, in that it specifies that any pers 
application therefor shall be entitled to a basic permit unless the Adminis 
finds (A) that such person (or in case of a corporation, any of its officer 


it 
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rectors, or principal stockholders) has, within five years prior to date of appli 
cation, been convicted of a felony under Federal or State law or has, within three 
years prior to date of application, been convicted of a misdemeanor under any 
Federal law relating to liquor, inclnding the taxation thereof; or (B) that such 
person is, by reason of his business experience, financial standing or trade con 
nections, not likely to commence operations within a reasonable period or to 
maintain such operations in conformity with Federal law; or (C) that the op 
erations proposed to be conducted by such person are in violation of the law of 
the State in which they are to be conducted As none of the officers, directors or 
principal stockholders of the applicant corporation has ever been convicted of a 
felony or mnisdemeanor under any law and as the applicant and its personnel have 
the business experience, tinancial standing and trade connections which render 
it likely to commence operations within a reasonable period and as the opera 
tions proposed to be conducted are not in violation of the laws of this State, the 
only ground on which this application may be disapproved is that the appli- 
eant is not likely to maintain its operations in conformity with law and regula 
tions in view of the association of Mr. Pokrass with the applicant 

This is a matter for administrative consideration based largely upon the 
business history of Mr. Pokrass. Whatever the past offenses may have been, 
it cannot be said that in each case, these are a perfect indication as to what a 
person will do in the future. In the instant case, persons of unimpeachable 
character and reputation are associated with Mr. Pokrass in the enterprise 
With such associates, there is ground for a supposition that the corporation will 
abide by all requirements of law and regulations 

2 The objections to Mr. Pokrass grow out of his association with Capitol Wine 
and Spirits Corp. and the violations of law and regulations committed by that 
company while Mr. Pokrass was associated with it It cannot be said that 
Louis I. Pokrass was solely responsible for the procurement through fraud, 
misrepresentationus and concealment of material facts of the now annulled per 
mit, nor can the violations committed by Capitol in the course of its operations 
he attributed solely to Mr. Pokrass. The element of degree of culpability could 
receive consideration 

3. For each of the violations committed by Capitol, the punishment prescribed 
by law has been imposed, or the matter otherwise disposed of by compromise in 
accordance with law and regulations. The fundamental question now is whether 
hecanse of such offenses, Louis I. Pokrass will forever be barred from engaging 
in the liquor business which is probably the only one he knows. It may well be 
that it was not the purpose of Congress in enacting the F.A.A. Act to authorize 
a perpetnal disqualification in addition to the particular penal provisions of 
the Statute. An analogy may be drawn with the case of permits under Section 
$114, I.R.C. where it is expressly provided that “No permit shall be issued to any 
person who, within one year prior to the application therefor, or issuance there 
of, shall not in good faith * * *” thereby prescribing exclusion from the 
business for a period not less than one year. 

It is recommended that this matter be referred for administrative consider 
ation as to whether the permits applied for should be issued. Lteply to letter to 
New York City Police Department concerning the personnel of the applicant 

is not been received as vet, but unfavorable report is not anticipated 


Georck Barros, Revicwing Officer. 


MrMORANDUM 
NoveMBER 2O, 1946 
AS: HPM 
Acting District Supervisor 
Gotham Liquor Corporation, 500 Fifth Avenue, New York, New York, 2-P- 
1601 (Pending) 2-1-426 (Pending). 
In the consideration of the above-mentioned applications, weight must be 
ven to the following factors in addition to those reflected by the reports of the 
ivestigating officer and of the reviewing officer : 

(1) Under date of November 7, 1946, the Deputy Commissioner cf the 
Alcohol Tax Unit advised the District Supervisor that the files of the 
Bureau had been examined and nothing therein indicates that an application 
in which the name of Louis I. Pokrass appears should be denied due merely 
to his association with that application 
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The procedures established by the Administrative Procedure Act 
Law 404, 7%th Congress, in spirit seems to place the onus of proot 
isapproval of applications upon the Alcohol Tax Unit rather than up. 
applicant to prove that he is entitled to a permit Even though 
oes not become effective until June 4, 1947, it represents the int 
meress and n ay be accepted as a precedent to influence the 


liscretion by the District Supervisor 
Section 3114, LRG. prevides that under internal 


revenue uw 
‘r of Internal Revenue or his representtive 
Dd. 4982 (Sen Wide CFR.) and T.D. 5152 appl the 
permits issued under the F.A.A. Act, whereby the I 
acts subject to the supervision and directior 


shall issue 


of 

The Deputy Comtuiisstoner by the action set fe 
by subsequent action, has indicated that he wil nterpose 
issuance of the : the applicant 


nsons set i ! port 


’ of the Reviewing Offi 
deration in connection with the 
factors set forth under ¢1). (2) a 3 nhove 


‘signed, ontweich the stated reasons for 


issu of the pet 


g alisuapyp 
is, therefore, recom ided that the app 


P. McNALy, 


isor, Perw 


$: 10 p. m. Miss Cissel, secretary to Mr. Mealey called 
sitiad Mr Meanley desi ed tw speak ter Tine Mr Mealey cunu 
stated that we need no longer hold up the issuance of 1! 
also udvised me that we believe that we do not ha 
»contact me for the p 
tion for permits and stated that [T shoul 


i 


ul that he has directed Pokrass t« 


igive this mutt 


1 inquired of him if that meant that the permits she 
tated that that was what he meant I told him that I 


wou 
matter under those circumstances 


Immediately after the 
completled, Ll immediately assembled Messrs. MeNally, Reno 
pose acquainting them with it etions received from 


alled and spoke t t right on tl | 


The* Potheorie 
us tm ich at are 


nd asked te spea 
wotnld mot | 


Mr. Wriz 


« t ep it ptt at 2250 p 
trepetroet thev metualls 
otlics purpose of s tbmitting 
its ul the FAA Act 
d the applicants were 
utions immediate attention, 


oncerned and processil 


tinsel 
wv the uppilloation Tor 
ing documents were referred to the Perm 
cknowledgment of receipt and stamping in 

Mr Meal enlled on the phor e and spoke to Mr Wricht nt? 
peak to Mr. Harzenstein, Special Investig 
ing Mr. Olson Efforts were made to contact Mr. Harzenst 
| Mr. Mealey by telephone immediatety Mr. Mealey furt 

m Liquor permit had been issued and he was told that it 

issued due to the fact that the investigative report had not been « 

In this regard he stated that T should not hold them up too long ar 
( attention In this connection, after conferences with Mess 
Adair, Bartos and Mazevitsky, it was learned that the inve 

| be completed on or before 12 o'clock Thursday, November 


\p 


ator trom the Bureau 1 
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and that the permits for the Gotham Liq. Co. conld be delivered to Mr. Gerstein, 
an officer of the Co. at 2 p.m.on Thursday. Mr. Gerstein was called by telephone 
and advised of that decision and he stated in reference thereto, that that action 
would be good and agreeable to him and expressed his appreciation for our coop- 
eration with the applicants to this extent. After communicating with Mr. Ger 
stein, Mr. Mealey was called by telephone at 10:45 a. m. and advised that the 
permits would be issued and delivered to Mr. Gerstein at 2 p. m. on Thursday, 
Nov. 21, 1946. He, Mr. Mealey, stated that was fine and he appreciated this infor 
mation. He also stated that Mr. Harzenstein had called him as directed by me 

Nov. 2Ist: Mr. Gerstein called for the permits in the case of Gotham Liquor 
Co.-—the same were delivered in person by Mr. Wright 


Do not request surrender of Gotham Liquor Co. permit without speaking 
to Mr. Wright first—note of 5/28/48 on 1411 card 


MEMORANDUM 


PrP: AS: JAW 
To: District Supervisor 

Under date of Saturday, May 13, 144, while on annual leave at my home in 
University Park, Maryland, | received, between eight and nine o'clock in the 
morning, a telephone call from Mr. W. EH. Kennedy, Assistant Deputy Comiis 
sioner. He asked me when I left the office in New York and [ told him that 
I was on annual leave during Friday and Saturday and that I had left the New 
York otlice Thursday afternoon at 5:30. He asked me if were going to Baltimore 
and I told him that I was not because I had to work on my lawn and put up my 
window sereens. I asked him what was on his mind and had anything gone 
“haywire.” He stated no. I asked him if there was anything I could do and 
if he desired my presence in the Bureau, and he said no, that he wanted to talk 
to Mr. Berkshire when he came in and that he would probably want to eall 
me back on the telephone. He further stated that he wanted to know where to 
contact me in case it was necessary after this talk wit) Mr. Berkshire, to which 
| replied that | would be home all day working around the house. He wanted 
to know when I was returning to New York, and [ told him Sunday night, and 
that 1 would be on duty in the office at eight o'clock on Monday morning. That 
was the end of our conversation on this call 

Within an hour after this call Mr. Kennedy again called by telephone and asked 
me the status of the Applebaum investigation I told him that I thought the 
investigutive work had been about completed by Inspector Dunn and that the 
typewritten report would be tinished by Saturday night He asked me about 
what the report of investigation would show and [I told him that the proposed 
honded winery premises appeired to be in order and that the plats, plans, and 
Form 60S appeared to be in accordance with the regulations, and that the whole 
nvestigation beiled down to Joe Applebaum’s past record, extending back to 
the Twenties. He asked me why an original application for a bonded winery 
has been submitted and that fact was explained to him by me telling him thut 
Applebaum had acquired premises in Canandaigua, New York, and had leased 
ame to the San Gabriel Wine Company, of which Joe Applebaum owned forty 
eight ont of a total of one hundred shares of stock I explained to him that 
the San Gabriel Wine Company held a wine storeroom permit in Long Insland 
ind not a producer’s and blender’s permit 

After this explanation as to what the highlights of the investig 
would disclose, Mr. Kennedy said, “Jim, the Commissioner had Mr 
round to his office late Friday afternoon and he wants that permit 
Monday, and he desires that yon relay this message to Dr. Rhees 
hat IT would do so immediately instead of waiting until my return to New Y« 
on Monday, with the understanding that I would personally ask Dr. Rhees 

mfirm this relayed message for the reason that I desired the Doctor to have 
e information transmitted to him personally rom the nds of 
»asked Mr. Kennedy why a letter could 
that the office in New York would hav 
for the issuance of the permit Mir. Ine 
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the message be relayed to Dr. Rhees and stated that if I suggested it to Dr. Rhe 
that he confirm the message, that most likely the Doctor would call the Bures 
for the confirmation. I advised him that I would execute the request i: 
mediately 

After this conversation I at once put in a call to the District Supervisor 
New York and advised him of the above conversation and asked him if he wou 
kindly confirm the message by calling Mr. Kennedy on the telephone. I als 
asked Dr. Rhees if he would have McNally and Dunn complete the investigativ: 
report by Saturday night or at least have it ready by Monday morning. D 
Rhees stated to me over the telephone that he would like to have something 
writing from the Bureau on which to base his action and I repeated what 
Kenndy had told me, which is shown above. This terminated my conversati 
with Dr. Rhees by telephone, which telephone cull was made collect to the Ne 
York office from my home in University Park, Maryland. 

Within about another hour Mr. Kennedy called me on the telephone a 
stated that Dr. Rhees had confirmed the relayed message which I had deliver: 
to Dr. Rhees by telephone, and that Dr. Rhees had stated to Mr. Kennedy th 
the permit would be issued on Saturday. Mr. Kennedy further stated that 
memorandum of these conversations showing the names of those transmitti: 
the order from the Commissioner to this office for the permit to be issued shou 
be made and placed in the file of the New York office. He further stated t} 
this procdure was “one of those things which could not be helped,” and that ws 
should not let this incident weaken our morale but to carry on just like we | 
been carrying on previous to the incident and, further, that we should obse1 
the operations of the proposed winery just as we would do in the case of a: 
other winery, and not to give Applebaum any reason to allege perseention «o 
the part of our office. I replied that this was not a personal affair and th 
our inspection procedure would go forward as per usual and according 
schedule 

No other subject was discussed and I do not know why Mr. Kennedy called n 
at my home and I did not ask him why he had called me. 

J. A. Wrieut 
{saistant Supervisor, Permissive 
5/16/44. Noted—tfile 
Lb. R. RHEFs. 


Fite 1n FAA PeERMtTt FOLDER OF SAN GApRIEL WINE Co.——-BW OSS 


Form No, 55 (Rev. May 1943) oe ote of 
Reguesr POR INVESTIGATION OR INSPECTION 


Date: May 1, 144 
To: Chief Inspector 

It is requested that investigation be made relative to the following: 

Name: San Gabriel Wine Company, Inc., 11-47 Borden Avenue. Type of I 
mittee BW No. 585. Permit No. if Any 2~-W-107. 

Address: Long Island City, New York; Canandaigua, N. Y. 

Attached are three copies of Forms GOS and three sets of seven plans ea 
submitted for the above to established a bonded winery, It is requested t) 
inspection be made to determine whether the application and planus accurats 
portray the proposed bonded premises and whether the construction and me: 
ures of protection afforded meet the requirements of Regulations 7. It is unde 
stood that the statement, in triplicate, required by Paragraph 36 of Regulations 
as to the inside measurements of the tanks will be presented to the inspect 
Proper informaion should then also be inserted on Page 3 of Form 698 under | 
hearings for the storage and fermenting tanks on the attached plat. The dinw 
sions for the width of Building C are given as 32’ 6’’, on plan sheet No 
32’ 2’’, on plan sheet No. 5 as 32’ 6’’, and on Form 698 32’ 2’’. Proper co 
tion should be made 

Investigation should also be made in connection with the attached cop) 
lease of the premises dated iby. (See reverse side.) 

R. M. Casey, Chief, Permit Sect 
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ASSIGNMENT RECORD 


ssigned to Lunn. 
RECOMMENDATIONS 


The application and plan as corrected accurately portray the premises and the 
nustruction and measures of protection afforded conform with the requirements 
Regulations 7 
In view of the association with the applicant of Joseph Applebaum, whose 
activities in connection with Geffen Industries, Inc., resulted in the revocation 
f the permit of that winery, it is recommended that the report be referred to 
the Bureau in accordance with Burean letter of May 12, 1942, AT: BP: ALI 
together with qualifying documents, with the recommendation that the applica 
tion be disapproved 
Date: May 16, 1944. mp Forward to: A. S. P. 
(Signed) Grorare Barros, Sr. Inspecto 
(Initialed), J. A. A., 8/16/44, CH 
Concurrence: Disapprovial 
Date: May 16,1944. Forward to: ASP. 
(Signed) H. P. MCNALLy, Chief Inspecto: 


Vermit was issued on May 13, 1944, upon orders of the Com. Int. Rey. Se« 
memo in file. 
(Signed) JAW. 5-17-44 
Forward to: Permit. 


April 24, 1944, from Canandaigua Industries, Ine. Report should include 
information as to the name of the concern from which they purchased thie 
premises, the purchase price, the name and address of the stockholders of 
Canandaigua Industries, Inc., together with the value of stock held by each, 
and detailed information concerning the “related industries” mentioned in the 
leuse as proposed to be carried on, as well as the date of incorporation of the 
lessor, the Canandaigua Industries, Ine. 

With respect to the personnel investigation required by Paragraph 42 of 
Regulations 7 and Section 3, (b) Article IL of FAA Regulations 1, the files indi- 
cate report dated 9-21-37 in connection with Biagio Migliaccio, report of 7-645 

connection with Mary M. Migliaccio, report of March 23, 1942, in connectior 
with Herbert Platzer, and report of November 7, 1941, as to Joseph Appl 

im. However questionnaire, Form 419, submitted by each of these persons 
s attached, as well as application, Form 1634 for Wine Producer's and Blender’s 

sic permit and affidavit required thereby. Each copy of the affidavit as well 
is the rider attached to the questionnaire executed by Biagio Migliaccio should 

amended to show that the permits issued to Mt. Eden Winery were issue 
April 25, 1944, in lieu of being pending as reported on these affidavits, date: 
\pril 28, 1944. 
lease render report in duplicate. 


May 13, 1944 
San Gabriel Wine Co., 11-47 Borden Avenue, New York, N. Y. B. S. 360, 
W-107, I-1590 and 116 Buffalo Street, Canandaigua, N. Y. Application 
or Wine Producers and Blender’s Basic Permit under the F. A. A. Act. B. W 
5 (Pending) 
lisrrict SUPERVISOR, 
ticohol Tar Unit, 258 Broadiway, New York, N.Y. 
Sik: Reference is made to the attached office Form 55 dated May 1, 1944, 
with three copies of Forms 69S and three sets of seven plans each submitted 
the above-named eorporation to establish a bonded winery at 113 Buffalo 
eet, Canandaigua, New York. 
inspection is requested for the purpose of determining whether the appliea- 
aud plans accurately portray the proposed bonded premises and whether 
construction and measnres of protection afforded meet the requirements 
Regulations 7. Investigation is also requested to be made in connection with 
ittached copy of lease of the premises 


iVestigation has been made in accordance with the foregoing. as well as 
sonnel investigation required by Paragraph 42 of Regulations 7 
) of Article Il of k A A. Re vulatiotis B ana report Is submitted us follows 


ane Seetio 
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HISTORY oO rHE CORPORATION, OFFICERS, DIRECTORS, AND STOCKHOLDERS 
CAPITALIZATION, ETC. 


This corporation was originally authorized on March 26, 1934, to oper 
i bonded winery at 170 Greene Street, New York. Permission was given 
March 30, 1955, to move to 505 West Broadway, New York, where it continu 
ictive until superseding application was approved July 27, 1939, for operat 
of bonded storeroom 360 in lieu of bonded winery The corporation origin 
held F. A. A. Permit W-G66S dated February 1, 1955, for 170 Greene Street, \: 
York. Permit was amended March 30, 1935, for bonded winery to remove to 
West Broadway, New York. This permit was superseded by Wine Produce 
ind Rlender’s Permit W-—66S dated November 25, 1935, for operation of Bon 
Winery 360. This permit was amended July 18, 1939, for change of address 
11-47 Borden Avenue, Long Island City. On September 28, 1959, this per! 
was superseded by the present Wine Blender’s basic permit W. 8S. 1ISS1 1 
operation of the bonded storeroom instead of a bonded winery, which is active 
this time. The corporation also holds Importer’s basic permit L-1500 da 
June 30, 1989, and Wholesaler’s basic permit 2P—509 dated July 20, 1948. Pr 
to issuance of Importer’s permit by the former F. A. A. an investigation 
made and report rendered showing files of the Aleohol Tax Unit and the Dist: 
Court contained no record of arrests or convictions 
In 1937, this corporation filed application to operate a bonded winery at § 
Helena, California, and investigation was requested by the California Sup 
visor. Report dated September 21, 137, was rendered of a personnel investig 
tion made of Biagio Migliaccio, President of the corporation since its inc 
tion, and apparent one-man operator of the bitsiness up until the present ti: 
rhe report showed no arrests or convictions. 
rhe files show numerous violations of Regulations 7 and the F. A. A. A. whic! 
were disclosed by investigation, because of which an offer in compromise was 
tained in the sum of $1,000.00 and the corporation was assessed $190.70 | 
nonpayment of tax on wine returned to the winery for filtration and removs 
s alteration of labels, misbranding of wines, and use of labels without possessi! 
certificate of label approval, ete 
The applicant is a corporation, incorporated under the laws of the State 
New York in February 1954. Its authorized capital consists of $10,000.00 
f which is paid in. Its capital stock consists of 100 shares of common stock 
$100.00 par value each, all of which is issued 
The officers, directors, and stockholders of the corporation and the amount 
capital stock held by each at the present time, are as follows: 
Biagio (also known as Benjamin) Migliaccio, 1201 Markam Way, Sacramer 
Calif., President, Treasurer, Director, and holder of 2 shares 
Mary M. Migliaecio, 1201 Markham Way, Sacramento, Calif., Vice Pre 
dent, Secretary, Director, and holder of 50 shares 
Herbert Platzer, SS6 Lafavette Avenue, Brooklyn, N. ¥., Assistant Secret 
ind Director. 
Joseph Applebaum, 301 Park Avenue, New York, N. Y.. Stockholder, hold 
iS shares 
io (Ben) Migliaecio, has been President, Treasurer, director, and he 
ires of stock since the corporation was established he tiles tirst s 
is New York Agent for Frank J. and Narcisco Martine, d/b/a Martini W 
170 Greene Street, New York, which was the same address where the 
Wine Ine., commenced operation of the bonded winery in 1934 
p R. Martini Wine Co. was then operating under permit A-—1S6 
zing the possession of wine received taXx-paid from the parent plant, a bor 
n California, as well as the sterage and sale to others having apm 
pul chase mone . ve | or \t the time the application Wiis 
Migliaceio to aet as agent, an investigation was made, disclo 
nothing unfavorable There is on file, however, report of an investigation d 


December 28, 1951, showing violations against the partnership pertaining to | 


ng of packages of intoxienting liquor and these similar violations have cont 
under operation of Bonded Winery 3°60 with San Gabriel Wine Co., In 
Migliaccio as President Ile is also partner of Mt. Fden Winery, Bonded W 
tS], a partnership which i riginally appreved for operation on an apy 
Wine Producer's ; Blender’s Basie Permit under the Federal Ale 
Act n June 30, 1943, as well as Wholesaler’s B 


~> dated y ol 143 lhere were two partners 7 this w 
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RS \utenio and Philip Messuri Philip Messuri died and the two remaining part- 


’ the 


« Biagio Migliaccio and Antonio Messuri were authorized to operate 
nery pursuant to application approved April 25, 1944, and issuance of Wine 








pet producer’s and Blender’s Basic Permit 2-W-10s8 
en Marv M. Migliacco, Vice President, Secretary, Director, and holder of 5O shares 
tinu f stock She is the wife of Biagio Migliaccio, and has been connected with the 
rat rnoration since it was fermed in 1934. The report mentioned above which 
rin < rendered by Investigators of the Enforcement Division dated Se ptember 21, 
Ne 7. discloses that although the stock is in this officer’s name, she takes no 
to. e part in the munacement if the business A personnel tnivestigatior diated 
lucer’s | G6 1943, rendered) previous to rsstance of Wholesaler’s Basic Per it 2-P—509 
On , he corpor ition disclosed no adverse information concerning hel This officer 
‘ess iousivy held OS shares of the capital stock, 48 shares of ch were sold i 
eri \oril IS, 1044, to Joseph Applebaum 
1 I erbert Platzer Assistant Secretary and Director has bee emploved s 
ive ager by this winery since September 1930; was elected at eer and director 
la RLS be Inspection report dated March 28, 1942 shows ne adverse information 
Pri ofl r holds ne corpornte stock or has any othe investment in the Dusiness 
‘ we eph Applebaum, st kholder of 4S shares which were acquired by purchase 
str Voarv M. } linccio o April 1S. 1044 There is on tile inspection report ¢ 
Yellowlyv. Chief of General Prohibition Agents, dated january 21, 1924 in 
at S file of Rebecca Applebaum, Bonded Winery 21, hen she commenced operation 
supe t <s winery after the death of het husband. to the effeet that Joseph, her son, 
stig raetically Supervise op { I f the business, and in the same re port it is 
ine disclosed that Joseph Applebaum attempted to place money in the pocket of 
ti rents (Attached marked exhibits 1 and 2 are photestat copies of Mr. 
\ vIv’s report as well as the report of General Prohibition Agents Kimball 
Whicl nd Fabricius dated January 15, 1924 with respect to this matter 
* wis Joseph \ppleban hoapparel eal rites vith this winery after if adopted the 
of de-natme of Majestic Wine Company, until it was transferred in June 154 
love new corporation, the Monareh Wine Company, one Joseph Applebaum 
SSi then became general manuget f and with power of attorney for the iners 
shed bw Tan Pernille 1 a Geffen Industries, white nieved tre 205 
rey i\ w York, \N Rewistry N Lb ' 97, Wine Producer's : 
s Ptnsie Permit S42 in Oetober 1984 to Pierce Avenue and East River, 
Isilnnd Citvw. New ¥ (; en Industries became a corporation in 14, 
h chanved its name m Giffen Wine Company, Ine. to Grefien Industries, 
ne ol t the latter mentions dress It continued the number B. W. 3800 and 
ned Federal Alcohe Administration Permit W-1445 
el There is on file the report « Investigator Phillips of the Federal Alcoho! 
istration dated June 2. 1926 showing Joseph Applebaut n the business and 
re iv hiusiness funded vere ! he nhs of rR hecen \! vebaum, the motl 
her. Joseph Applebaum held Power of Attorney to sign for the 
Chis report tes that Applebaum was general manage! 
nye the p ‘i Pendiler ope ited the winery and alth uch owner of 
ding rendler bad ve tle thority Joseph Applebaum signed checks on 
of the compan : } it} hy There are attached marked (icxhibits 
> cerned Gd. polberters ( Pit ! vers of nttornev gZ n by Rebecen \pl ‘ 
» Joseph Applet nh cophection ith the operation of The Matestie 
\ Co. at 100 We ‘ “sire New Yo k City date 1 uly 1") 1 Ls nied 
s No 1 1 35 (\ ‘ Street, New York, dated July 3, 1980: and March 


934 for the Monarch Wine ¢ pany, 105-113 Wooster Street, New York: by 
bi Isnne Tendler. d/b/a Geffen Industries, Pierce Avenue and East River 
Island City, duted ¢ ober 2B. 1984 and Rebecca Applebaum dated August 


7 for the Geffen Industris Ine.. same address, all of which would indicate 


7 r ti 
Joseph Applebaum had power of attorney for his mother, Rebecea Applebaum 
Rabbi Isan Dendier in the peri <s of operation of the wineries as set 
ibove There is sO) ! ched andi ! il Iexhibit SS}. a copy of a steno 
hie statement taken on April 24, 1944 from George HT. Zamanis in connection 
implication fay riled ! \ mi byw hin (Juiestian and al vers on 
<3.4 7.8.9.10.a1 nt would rthe Joseph 
baum was in ce ) rer 4 breonnete \" ! l the Geitlen 
rig I ver the} d ven 
min ret Is ure « r ns of Rabbi | I er, ¢ 
n Touelustries nel oe Cloffen Todus ‘ me 
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An assessment was entered against Isaac Tendler, t/a Geffen Industri: 
the amount of $2,750.37 covering period November 1, 1935 to June 30, 1936 
facts in connection with this assessment are as follows: 

Numerous inspection reports and chemists’ reports of analyses of sam 
taken in connection therewith disclosed that during the period November 1, 
to January 24, 1936, inclusive, the winemaker produced blackberry win 
which blackberry flavor was added, as well as blackberry and port wine to w 
coal tar dye (amaranth) had been added. The addition or use of black! 
flavor, artificial coloring, or coal tar dye to wine, constituted rectification. 

The above assessment was settled by the acceptance of two offers in 
promise totalling $2,750.37 by the Department of Justice on October 2 
The otfers were submitted by the principals (Isnac Tendler. t-a Geffen Ir 
tries, and Geffen Industries, Ine.) and the sureties involved 

There is attached hereto marked (Exhibit 9) a Summary of Violation, 
Assessments entered against Geffen Industries, [ne Nine of the tirs 
assessments listed in this summary were based on Report of Special Livesti 
of this office under Case No. SS30-M which disclosed that Geffen Lndustries 

mong other things, rectified Wines by the addition of amaranth (a coal tar 
by addition of potassium ferro cyanide, fruit favored wines to grape 
also produced apple wine with a grape wite base, the sale and shipment i 
state commerce of falsely labelled and branded blackberry wine and in f 
recording or failing to record in Internal Revenue Forms TOL and 261 the re 
and use of raw materials in the manufacture of its blackber 

lation of Regulations No. 4 and the Federal Alcohol Adtuiis 


Internal Revenue Laws and Reculations 
’ 


The files disclose that the assessments involved in Cause SSSO-M te 


~ep A 


1.58 were settled by the Department of Justice by acceptance of 
compromise in the amount of S17500.00 covering both civil and criminal lia 
on July , 1o40 

In view of the violations indicated 
instituting proceedings for suspension of the F. A. A. permit held by the G 
Industries, Ine. Was issued December 16, L958, and the permit was suspended 
January 19 to 24, 1989 

Similar vielations as previously indicated continued at this bonded wine 


by the foregoing investigation, an 


investigation was then ordered for the purpose of securing evidence for a 
of revocation of the permit Report ol Luspectors Ward and Levin 
Investigator DiCapua dated October 15, 1941, discloses that between July 
and 1941, the period covered by the investigation, this company regularly er 
in the practice of adding caramel coloring and imitation fruit flavors t 
Without payment of rectification tax and had shipped such wine in int 
commerce in barrels which did net bear labels designating the prod 
miitatier It appeared that the Geffen Industries, Ine Vieluted the cor 
of its basic permit pres ribed in Section 4 (d) of the Federal Alcohol As 

ition Act through violations of Section oO (e) of that Aet and other F 
lnws relating to wine, including taxes with respect thereto 

This investigation disclosed, among other things. the orennization and 
tion of the Fruit Preserves Company, by members of Geffen Industries 
according to Joseph Applebaum, Attorney-in-Fact for Geffen Industric 
was established for the purpose of producing fruit: juices. However 
were made to other juice users, the entire output of the company being al 
by Geffen Industries, Inc. Investigation further disclosed that the latts 
poration did not purchase and receive sufficient fruits to have produced the 
reported on Forms 701, indicating that other materials had been substitu 
that substances had been added to produce Witie'’s comparable with 
commercial standard. 

Subsequent investigation disclosed tremendous sales of Fitzbre Fri 
Imitation Flavors by Fritsche Bros., Ine., New York, dealers in extract 
essential oils, to one J. Harris, later identified as “Big Joe” Applebaum, a « 
of Joseph Applebaum and an employee of the Geffen Industries, Inc. In m 
purchases of acid resisting caramel coloring from D. D. Williamson & Co 
Island City for cash, “Big Joe” and Irving Applebaum used the fictitious 
of Charles and Company All of these purchases were inade on a ens 
and the investigating officers state that an itemized audit of the purchas: 
of Gelfen Industries, Inc. and the Fruit Preserves Company did net d 
single entry to cover any of the purchases referred to. These regula 
purchases not recorded by the winemaker ceased immediately after the 


gation bovan 
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rie It appeared to the investigating officers that inasmuch as citric acid is present 
. all fruit wines, if artificial wine were produced, it would be necessary to 
purchase large quantities of citric acid to be added to the solution. A thorougt 

ADA} es search of the commercial records of both Geffen Industries and Fruit Preserves 
l, 1 Company failed to disclose the purchase of acids other than limited quantities 
it) f tartaric acid, tannic acid and ammonium phospphate, to which there is ne 
W exception. Examination showed that the purchase of these items were detailed 
Kl the purchase records and verified by cash book entries and cancelled checks 
| in the name of Mallinchrodt Chemical Works, Ine., New York Investiga 

v n outside of the bonded winery premises disclosed that large quantities of 


tric acid were sold to the Fruit Preserves Company by this coneern, but sucl 

I irchases were made on a strictly cash basis, as heretofore outlined in the 

purchase of flavoring extracts and coloring matter, and did not appear on any of 
. e commercial records of the bonded winery 

sf Samples of wine, particularly blackberry, produced and shipped 

Industries, Inc., to Various parts of the country and samples taken on the bonde: 


nery premises, disclosed the wines to contain artificial caramel coloring 


hough as stated before, no production or commercial records disclosed the use 
irchase or receipt of caramel coloring, and the winemaker persistently denied 


by (iets I 


e use of such substances in the production of any win 
The foregoing investigation resulted in an Order Lustituting Proceedings for 


- 


‘ Suspension of Revocation of the basic permit of this winemaker, which order was 
i sued January 14, 1942, and following hearings, whieh are a matter of record 
Order Revoking the Basic Permit held by this winemaker was signed by tl 
District Supervisor on August 15, 142. An appeal on the Order of the Revoca 
. no was heard by the Deputy Commissioner on October 7, 1942, and under date 


of January 14, 145, the Deputy Commissioner affirmed the District Supervisor's 
Revocation. The case was then appealed to the United States Cireuit Court of 
\ppeals for the Second District on February 15, 1948, when information was 


‘ ceived that Getien Industries had sold its entire capital stock to partners of 
' e Torino Wine Co Phereafter, under date of February 21, 1944, application 
is made to the Second U.S. Cireuit Court to dismiss the appeal. This dismiss: 


was consented to by the U.S. Circuit Judge on February 24, 1944 

It will be noted by referring to the attached Summary of Violations and As 

ssments entered against the Gellen Industries, Ine., that violations were px. 

tently continued by this winemaker in spite of settlement of crimina nel « 
‘ilities under date of July 9 1940, disclosed by Investigation in Case SSs0-M 

e Violations disclosed by Inspectors Ward and Levine and Investigator DiCapu 
subsequent revocation of the basic permit These violations continued evs 

ring the pendency of the Petition of Appeal and almost down to the day of the 


e of the stock of the bonded winery to others, and in fact the files disclose th 
s Winemaker never did operate in conformity with iw and reculations 
CTION OF PLAT, PLANS, PREMISES AND FORM 698, COVERI ! SAT 


BUFFALO STREET, CANANDAIGUA, NEW YORK 
\ check was made of w plat, plans and : 
ether with a physical examination of the premises at 116 Buffalo Street 
iidaigua, New York. This was done jointly by Inspector Philip Kershaw 
1 the undersigned. Present during the examination of the premises were “Big 


kort GOS tiled by thy ipepotic 


Applebaum, who appeared to be in full charge of the setting up of the pla 
| Louis Goldberg, both former employees of the Gcffen Industries, Ine Big 
e” Applebaum has been referred to pres iousiv in this report as the pure haser of 
terials under fictitious names fer use by the Geffen Lidustries, Ine... and the 
lit Preserves Company This examination disclosed the following discrey] 
its 


PLAT AND PI \S 


1) The shed on the westerly side of Building 1, shown on the plat sheet No 
been removed 

’y A brick partition located within Building “A.” running completely across 
entire width of the building and eat a distance 50° 9° north of the southerly 
of the building wtih six windows, W/3 was not shown on the plan, Sheet 

3) One additional window 2 S’' x 6’ S”’ on the east wall of Building “A 

tant about 3S’ from the north end of the building, was not shown on pla 

t No 7 
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(4) The north wall of Building “B”, shown on plan, Sheet No. 


) ~-, Was sh 
as of brick but was actually not brick but of stud construction 


( wo « hain convevors > ah 
HH”, plan Sheet No 


wide passing through the east wall of Buil: 
it 


#, were not shown on plan. 
neg course of this inspection and o 

(oO) A el 
Sheet No 
t} 


These conveyors were ren 
penings boarded up 

iin conveyor running through the west wall of Building “G .— 

#, Was not shown on plan. This conveyor was removed at the time 
ion and the opening boarded up 

rhe north wall of the third floor of Building 

three windows 2’ 4"" x 4’ 6’ 


S inspec 


(a) 


“I”, plan Sheet No, 6, did 

‘but two such windows 

nveyor running from storage bin through the center of the Sou \ 

d tloor of Building “I” was not shown on plan, Sheet No 
! om at the outer wall level during the 


sper 

veyor located in the west wall of Building 
been removed nna the 

evor leading fro 

the second tloor f Building “I” 

conveyor was cut the outer 


iter wall during this 
irded up, 


apo 
opening bourded up duri 
race bin through the 


it 
f 


plan Sheet 


Sheet 


which re me 
ended Building 
but was actu 
eaded Bu 


tted 


rded 
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process of being removed and 


have not beet 
This equipment when removed will be stored off the premises 
Numerous doors throughout the premises were without proper 
Hasps and padlocks were titted to the 
nd hooks and eyes to the 


» described therefore on Form GOS 


locking devices 


outside of such doors in some 


inside of others durit 
to some Windows 


instances 


g the course of this inspectiot 
1 


cking catches were fitted 


lacking such 
oor ” ome provided with lockit ley 


orfection 


Ing devices \ 
s and windows 


The er pe crushel press described on the kor CoS as part 
us not yet been installed This equipment has, there 

e, been deleted from the Form 69S until si 

cured this additiona 


uch Wl i a. 
equipment at which t 
tiled 


e Wihery equipment ! 


Wile lithe l hi: 
mie a I I 


e showilne anal cupacit 
us prepared 


he ittached 
iph Sho of Regulatio Ihe 


Cupane 

bration and changes 1 

ud by such reealibrati 
f 


orecol 


amended 


Llevti 

Reculations 

NVESTIGATION OF RCE O FUNDS USED 

APPLEBAUM, OWNERSHIP 
9 OPERATIONS, ETE 


OF NEW PREMISI 


\l Toseph Appleba 


t he hia pours 


il owned 


ni 
Mii Applebaum sl 
ch price was based 
sheet submitted aus of \I 
Lmarked (rexhibi 
Mr. Applebaun 
ed into between 
San Gabric 
buted 


lk 


mr tte pre 
Itt, betwee 
dent and the apy 


ing May 1. 144 and 
STOOL OM), pavabie 
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laws of the State of New York. The officers and directors elected April 1S, 1 
were stated to be as follows: 
Officers 
Joseph Applebaum, President, 301 Park Avenue, New York 
Morris Weiss (Attorney), Secretary and Treasurer, 50 Court 
srooklyn, N. ¥ 
Directors 
Joseph Applebaum, 
Morris Weiss, 
Leila Applebaum (wife of Joseph Applebaum ) 
Authorized capital stock consists of 1,000 shares, all common of $100.00 
value, 25 shares have been paid in and issued, valued at $2,500.00, which 
held as follows: Joseph Applebaum, 18%, shares: Benjamin Migliaccio, 


Str 


shares 
With respect to the clause on Page one of the lease between the Cananduais 
Industries, Inc., and the San Gabriel Wine Company, which reads: “jo be 
and occupied for a winery and related industries,” Mr. Applebaum stated 
particular industries were contemplated to be carried on at the prop 
nery at this time except those directly concerned with that of a Wine | 
ind Blender, but that this clause was placed in the lease in the ¢ 


wi 

ndditional activity may be carried on in the future, as dehyat 

rther disclosed by Mr. Applebaum that an agreement to pure 

the premises at Canandaigua, New York had originally been entered into 
March 9, 1944 between Samuel S. Weistield of STIS North Mervine Street, I’! 
lelphia, Pa. ¢stated to be an officer of Barlin Laboratories, a fruit dehydra 
oncern of Philadelphia), and Rebecca Applebaum, Helen Applebaum and Jos 
Applebaum, copartners, d/b/a Fruit Preserves Company, with its principal p 
of business at 35th Street and East River, Long Island City The pure! 
price for the property was $47,500.00 and the terms of purchase were stipu 
is follows 

S.000.00 to be paid on the signing of the contract 


S27 O00 in cash or certified check on delive rv of the deed 


$15,000.00 by taking title subject to a mortage in that amount held by 


al Foods and now # lien on the vroperty, due on or about July 
uring interest at the rate of 5°> per annum and payable anm 
principal amortization payments of $5,000.00 on Janna 
S5.000 on January 17, 1946 and $5,000 on January 17, 1947 

In the agreement to purchase, in addition to the land and buildings w 
cluded equipment as shown on Schedule “A,” consisting among other t} 
Olarce wooden tanks, 2-150 H. I. steam boilers, 2 large filter presses, 7 | 

rious other equipment suitable for use in the proposed bonded wine 
mentioned agreement, a photostat copy of which is att 
hit 12), bears an endorsement “for valnable consideratior 
nh contr: s hereby assigned to Canandaigua Industries, Ine., dated 
1d ruit Preserves Company—by Joseph Applebaum, Partner.” 
substantiation of payments made in accordance with the terms 
oing agreement, Mr. Anplebaum presented the following facts and e\ 

It was stated that a $200.00 check was given by Morris Weiss, an attorn 
Court Street, Brooklyn, New York, representing Mr. Applebaum in the t 
action, as a deposit. This money was stated to have been repaid by check o! 
Fruit Preserves Company. This check was not available for examinatior 
it was not deemed important or necessary that it be produced. Mr. Appl 
produced at $4,800.00 check drawn on the Corn Exchange Bank and Trust ¢ 
pany on the account of the Fruit Preserves Company dated March 13, 19441 
pavable to Samuel W. Weisfield, which bore his endorsement and that of | 
Laboratories and was deposited in that account in the Kensington National I: 
Philadelphia, Pa. An additional $5,000.00 was paid as 2 deposit by check 
of the Fruit Preserves Company dated April 11, 1944. This check present: 
exatnination bore an endorsement “additional deposit on a/e contract 
March 9, 1940—Samuel S. Weisfield and was deposited in his account 
Kensington National Bank, Philadelphia, Pa., on April 12, 1944.) An unnur 
check dated April 18, 1944 drawn by Joseph Applebaum as President 
Canandaigua Industries, Inc... on the Corn Exchange Bank and Trust Comp 
the amount of $22,500.00 to the order of Samuel S. Weisfield was presented 
check bears endorsement “pay to the order of Sidney R. Zall, attorney,” 
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deposited to the account of Zail in the City Savings and Trust Company, Phila- 

vhia, Pa., on April 19, 1944 

Mr. Applebaum explained that at the time set for the taking title to the 
Canadaigua property, the Canadaigua Industries, Inc. took title rather than the 
Fruit Preserves Company, which company originally made the contract as per 

endorsement on the agreement and the deed is in the name of the Canandaigua 

istries, Ine 

In connection with the above, Applebaum stated that the Fruit Preserves Com- 

y temporarily loaned to Canandaigua Industries, Inc. the two $5,000.00 pay- 

ts it had made, plus the $25,000.00 represented by a check of the Fruit Pre 

es Company dated April 18, 1944 drawn on the Corn Exchange Bank and 
st Company This check when examined indicated endorsement “credit to 
( indaigua Industries, Inc.” and was marked “paid April 18, 1944—Corn Ex 
ve Bank and Trust Company, East Side Branch.” An additional $4,000.00 
lonned to the Canandaigua Industries, Ine., by the Fruit Preserves Company, 
re sented Dy che k of the COTPMIUTLS 3057 drawn on the Corn Exchange Sank 
rust Co. dated April 18, 1944. This check alse bore endorsement “deposit to 

vecount of the Canandaigua Industries, Ine.” and was marked “paid April 19, 

4. Corn Exchange Bank and Trust Company 

\ Applebaum stated that the Canandaigua Industries, Inc., returned the loan 

he Fruit Preserves Company totalling 837,000.00 and produced cancelled check 
\ } signed by Joseph Applebaum, as President of the Canandaigua Industries, 

dated April 18, 1944, drawn on the Corn Exchange Bank and Trust Co, 
check bore endorsement indicating that it was deposited in the account of 

Fruit Preserves Company on April 26, 1944 in the Corn Exchange Bank and 
lrust Company. 

t was further stated by Mr. Applebaum that the Canandaigua Industries, Inc., 
received the funds with which to make repayment of the loan to the Fruit 
reserves Company through a personal loan from himself in the sum of $27,000.00 
ind from Biagio Migliaccio in the sum of $9,000.00, for which the Canandaigua 
Industries, Inc., gave a joint second mortgage in the sum of $36,000.00 on the 
property at Canandaigua, New York, to himself and Migliaccio in the proportion 

he amounts they had loaned, said mortgage becoming due April 30, 1945 and 
ayable with interest at the rate of 60 per annum to be paid on November 1, 
144 and semi-annually thereafter. A copy of this mortgage dated April 24, 
M44 is attached marked (Exhibit 13). 

\s evidence of the payment of the $27,000.00 above mentioned, Mr. Applebaum 
presented his personal check No. 119 drawn on the Corn Exchange Bank and 
lrust Company to the order of the Canandaigua Industries, Inc. dated April 24, 
M44. This check bore endorsement “deposit to the account of Canandaigua 
| stries, Inc. and indicates deposit in that company’s account in the same bank 
\pril 26, 1944.° Mr. Migliaccio’s personal check in the amount of 89,000.00 

not available for examination as it was stated he is at present in California 
iwill not return for the next three weeks 
here appears to be no discrepancies as to the source of the funds invested 
is enterprise 
examination of the figures presented by the foregoing would indicate the 
wing investment by Joseph Applebaum and Biagio Migliaccio and his wife in 
prise to be operated by the application corporation : 


tt 









\ i M ‘ 
" k = ( W ( I $2, W24. 64 SY 
" tock in ¢ " I I NTH. OM 675.00 
t in propert it Cor ' N.Y 27. 000. Of 0 000 00 
0 6 — ‘ 
\ Applebaum questioned is te the proposed operation of the business at 
udaigzun, N. Y.. stated that he will visit the premises personally from time 
end take active charge in the management as well as will Mr. Micliaccio 
vill also supervise the activities from time t time as he is able with his 


nierests 
Apnlebanm stated that his cousin, “Big Joe” Applebaum is at present at the 


at Canandaigua, N. Y.. supervising the instillation ef equipment and getting 
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“dy for operation. That although nothing had as yet been ceti 
Big Joe” Applebaum would in all probability be a permiuathent emy 
plant During the course of the inspection of the plant) premis 
Canandaigua, N. Y., “Big Joe” Applebaum and Louis Goldberg, another f 
employee of Getfen Industries, Inc., were found engaged supervising install 
It was further stated by Mr. Applebaum that Max Applebaum, another 
formerly employed by him at the Getien Industries, In us a winemaker, 
be employed by the applicant corporation an services utiliz 
Canandaigua, N. Y., if he is available when the plant is ready for operati 
a chemist, Mr. Applebaum stated that they would probably ac 
al chemist at Canandaigua 
lL be employed locally at the plant 
plebaum stated that any additional tu ‘ to 
would be secured eit he ly ail I rhchl bods 
\ Micliaccio However, t : Wi roti M ithtite with 
the present time 
the County Clerk, 1% \ 
deed to the propert t > Buffalo Street 
April 1S, 144, which transferred the property 1 
esiding at 5T1S North Mervine Street, Philadelphia, Pa., 
ustries, Inc., subject to S15.000 mortzage by Sami 
Foods Corporation, dated January 17, 14 
145, conveyed the property ‘raul Foods, 
to Samuel S. Weisfield 
y Clerk, Canandaizu: Y. shows this propert 
of TMS of SOLO000L00 { land and S6.000.00  f 


or in the vicinity and all other 


le of STO.000.00 t + stated by the City Cs 
f Supervisors t County had placed an e 
wove assessed valuation and the State Tax Com 


rs of the actual value 


le ej tle ~ 


il rr ctior h ferences 
\lis it i Mictiaceio and Herbert | 
‘ ! te have previously been investigut 
1937, July 6, 1943, and March 23, 1942, respect . 
Purnishe Vv Joseph Applebaum were visited and the fe 


submitted 


Renehan, Assistant Manager, Corn Exchange Bank at 


ist Side Branch, S75 Grane 


Stree Ne York City, st 


baum personally opened an account there on October 25, 


whees tn the Theme ‘ i 
pat 
lo. Pte4o 
‘ \pplety 
! \py ’ 
ccounts there 


\ 


ME eens eee 
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f Geffen Industries, Tn rnd had sold him wine in the early days of that corpora 
on’s existence, about 134 1925. although he had no business transactions with 


m recentiy Believes bim to be honest relinble. and trustworthy 
All three of the references spoke im the highest terms of Applebaum and 
scommended him as worthy of the con idence of the Bureau in any undertaking 
may have with it 
rhe records of the New York State Liquor Authority, Tio Broadway New 
York. were examined through Deputy Cotmmisstonet John Mour) hich ir 
ate no adverse information with respect to the San Gabriel Wine Co., 1 
iv of its officers or stockholders 
With respect he Gette ] stries, Th howeve there Is ! tion on 
tter date April 26, 19389, addressed to this compa requesting an offcel 
ippear \ ith resp. Ihe ispension of this wine maker's bas permit by thie 
Federal Alcohol Administration in Jannary 1939. ‘This notation dated May 3 
as Manager and when inter 


that Jack Applebaum appeared the 


i —~c 
ewed trite that the rules of the Federal Alcoho Administration had been 
‘ it and that the conditions charged against his puny prevailed 
vhout the Indust: fhe State Liquor Authority warne thre ‘ e that 
repetition of the subject the corporate COTISE Ve cation 
ceedings 
Che indexes to tl record f the U. S. District Court, Easter ind Southern 
tricts of New York vel examined its to the ee \* 1 Tien s. tl rs 
stockholders However. no record was discloses | { at the app 
t corporation o1 the officers, stockholders or directors ha been charged 
an offense against the United States o1 have at any time bee onvicted of 
such an offense Phese records cover period 1907 to date im the Eastern District 
n the Southern District of New York. 


f New York and February 7. 1912. to date in 
Letter request to the Stat sticenl and Criminal Identification Bureau of the 


New York Police Department under date of May 5, 1944, for disclosure | f any 
| in their files with respect to the above 


v be contained i 
| ‘Unable to ocate record 


verse record that ma 
the reply with notation 
Search by E. V. Whalen, 


immed subjects huis resu ted it 
yprints necessary for identification 


1655, BOC. Chis letter is attached 
! | e Department, Mt. Ve 


Letter reguest dated May 5 144. made to the Poli 
Sew York. with respect to Biagio (Benjamin) Migliaccio and Mary Migliaccio, 
o formerly resided 4 Summit Avenue, Mt. Vernon, New York, has been 
rned with the View tha earch of the records of that departments files 
= to clase mst nv record as . these individuals This letter is: = ittached 
In view of the fae tha Bindi Migliacecio is at present n California, the 
necessary change in the atlidavit as well as the rider atta hed to the question 
naire executed has not bee e and the questionnaire so amended \ super 
ng questionnaire h rider sl ing the correct data as to the permits issued 
he Mt. Eden Winery ! ree Mr. Miglinecio by Mr. Plat | 
s stated they by bmitted to this office as see s the re re ned 

i‘ Mf ) 
S Tespwee re ed 


Vy ved for the re loseph Applel ! vhose past reco of viola 
Te nectis witl peration of the Getler Tnadust It niddicated 
s report, are ~ he two J | stockholders of the applieant 
oration, b reason of ~ DTISLNESS @ Xp ene Is ) ev to maintal opera 
with resp o the proposed bonded n confor ty with Federal 
is contemplated by Article IT, Section © B) (1) of F. A. A. Regulations 1 
Phat the bond t} pen sun « SOOO dated | effective April 
WiH44. filed by the pplicant Corporatio be disapproved on the basis hat 
nh Applebaum, as one of Twe pri ' tockhe rs of the corporation 
ending to cotnitbernece e business of a winhet ike! ad rive ! 1 ] 
the management of the <iness of the corporatio! is pre CO 
mised an offense upon the p tof penalties, as emplat by P graph 
1) of Regulations 3 
nn I vy sub 
Wirimim E. | w, J 
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P: PP: BCS Form No. 55 (Rev. May 1943) 


(Handwritten) Disapp. of Wine Producers-Blenders Permit Applic: 
A. S. P 
REQUEST FOR INVESTIGATION OR INSPECTION 


Date: September 26, 
To: CHlrer INSPECTOR. 
It is requested that investigation be made relative to the following : 
Name: Canandaigua Industries, Inc. Type of Permittee: B. W. S87 
mit No. if any : 2-W-132 
Address: 35th Ave. (Pierce Ave.) and East River, Long Island City, N 
There is attached, in triplicate, application Form 698, dated September 
44, filed by the above corporation to.operate Bonded Winery No. OS7 
successor to San Gabriel Wine Company, Inc. Statement dated September 
1944, of adoption of plat and plans of the predecessor, is also attached in t: 
cate, tovether with single copies of application, Form 1654, of the same date 
au Wine Producer's and Blender’s Basic Permit, corporate questionnaire, | 
105 and personnel questionnaires prepared by Joseph Applebaum, preside 
(‘vyrus S. Fisher, treasurer, and Louis Katzman, secretary 
It is requested than an inspection be made and report rendered in duplic 
advising whether the attached Form 698 and plans at the winery which 
to be adopted, accurately portray the premises and whether the construc 
aud measures of protection afforded meet with the requirements of thy 
lutions 
(Signed) R. M. Casey, 
Chief, Permit Sect 


e me before commencing investigation. J A. Aucust 26. 


ASSIGNMENT RECORD 


Assigned to: Mazevitsky Date: 9/27/44. By J. A. A 

Minor corrections having been made, the Form 69S submitted to cover pren 
both at Lone Island City and Canandaigua, N. Y.. conform with plans or 
at the wineries, the construction of which, and the measures of protect 
afforded meet the requirement of reculations 

In view of the association of Joseph Applebaum with the applicant cory 
tion, it is not likely that operations will be conducted in accordance with Feds 
law 

It is accordingly recommended that the application for Wine Producer 
Biender’s Permit be disapproved 

(Signed) Grorce Barros 


Nenior Inspect 


Date: 10/0) 44 Forward to: A 
(Initialed) J. A. A wy CAH 


meurre!l 
Forward 
Date: Oct 
(Signed) P. McNay 
Chief Inspe 
Refer to Legal for transmittal to Bu recommending of disapproval. Se¢ 
dated October 12, 1944 attached hereto 
Signed: J. A. Wrten 
10/1244 
(Stamped) Received Oct. 9. 1944 


There is no record of the applicant corporation ever having held a pert 
this office and there is attached copy of a statement giving the past permil 
nections of Joseph Applebaum and Cyrus S. Fisher. There are also atta 
copies of reports dated August 3%, 145, and May 13, 1944, covering pers 
investigations which were made of Mr. Fisher and Mr. Applebaum respecti 
These reports show no record of any arrests or convictions 

With respect to Mr. Katzman, there is no record of him other than aut! 
cranted to him on June 28, 1944, to sign on behalf of San Gabriel Wine Com) 
Inc. There is a card record showing that Druggist’s Permit I-27-397 was 
on August 27, 1827, to one Louis Katzman for 1731 Flatbush Avenue, Brov 
New York, which was cancelled January 16, 1980.) The inspector should 


1 


tain v hether the secretary of the applicant corporation is the same Mr. Kat 
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It is also requested that a personnel investigation be made of Louis Katzman 
pursuant to Paragraph 42 of Regulations 7 and Sec. 3 (b), Article II of the 
fr A. A. A. Regulations No. 1. Report should be rendered in duplicate in this 
onnection. 

The applicant corporation has also filed documents to qualify as the operator 
f Bonded Winery No. S85, operated by San Gabriel 
116 Buffalo St., Canandaigua, New York. 

Paragraph D of Mr. Katzman’s questionnaire 
should be answered 


Wine Company, Ine., at 


. Which is attached in triplicate 


CYrus S. FISHER Was elected Secretary, treasurer und director on 1-20-42 of 
VaLENA Winer Co., INc., and resigned on 11—-1-48—-see below for permit history 
f this corporation. There is an inspection report dated 4-28 42 in B. W. 412 
vhich shows no arrests, etc., in the records of the Southern and Eastern District 
Courts, NY State Liquor Authority and NYC Police Dept No record of Mi 
Fisher prior to his election in the Valena Wine Co. Ine. 

Mr. Fisher, with 5 other individuals, trading as Roxy Wine Co., filed at 


1 appl 
tion for a Wholesaler’s Basic Permit 


(2-P-526) which application was with 
irawn and cancelled 9-23—43—inspection report 8-35-45 shows no record of hin 
un NYC Police Dept. and Southern and Eastern District Courts 

Mr. Fisher was also a stockholder from May 17, 1944, to July Is, 144 
old controlling interest), in San Gabriel Wine Co. Inc. See below 
istory 

VALENA WINE Co., INC., operated by BW-412 which was approved 2-28-36 and 
discontinued in Jan. 1944. Held Permits PW-—-10122 issued 3-9-37 and W-14s 
sued 2-S-36 which were cancelled 12-20-41 because of change in control of 
ock ownership. Held subsequent Permits 2-P-2238 and 2-W-27 issued 12-21-41 
vhich were cancelled 1-15-44. This corporation filed an application for a 
Wholesaler’s Basic Permit (2—-P-618) which was withdrawn 1-13-44. Folders 
hecked and showed that a $10 offer in compromise was submitted in March 1957 
hecause of operating without a wholesaler’s permit from 37 (in 
PW-10122 with which permit Mr. Fisher was not connected). A S50 offer in 
ompromise was accepted 1-6—42 for omission of serial numbers and other marks 
om cartons of wine removed from winery A $250 offer in 
cecepted 7-20-4355 to cover mislabeling of wine, et¢ 

San Gapriern Wine Co. INC. operated B. W 


(adic) met 
for permit 


bE to 8 


‘ 


COMPromiise Wiis 


DO approve 13-26-44 and held W 
‘S issued 11-Z8-35-——changed in 1938 to Bonded Storeroom S60 aud held WS—-1SS8] 
ssued  2S-39 to supersede W668. In 1942 numerous violations of Regulations 
id the FAA Act were disclosed which were subsequently compromised by t! 
ceptance on 2-6-43 of $1,000 offer 


t 
(violations are listed as altering of labels 
isbranding of wines and use of labels without possessing Certificates of Labs 
vpproval therefor, ete.). Permit W—1S881 was cancelled 8-11-44 and BS-360 was 
scontinued on the same date, when the storeroom was taken over by the Napa 
illey Wine Co 
San Gabriel Wine Co. Ine. also holds T-1590 issued 6-30-29 and 2-12-5090 issued 
YAS. Operates Bo W. OST approved 6-4 for which Permit 2-W-117 
ssued on 6-44. Also operates B. W. 585 approved 5-13-44 for which Permit 
W107 was issued 5-13-44. An extensive investigation was made prior t 
suance of Permit 2-W-107 and BW-585 which recommended that application 
e disapproved because of the unsavory record in the past of Joseph Applebatm 
Hlowever, upon order of the Commissioner of Internal Revenue, the permit was 
sued on 5 13 i4 


wis 


Josepn APPLERAUM Is \ STOCKHOLDER oF SAN GABRIEL Wine Co. Inc. (Se 
Pace 1 For Perverr His ory ov ruar CorPORATION } 
There is on file inspection report of FE. © 


Yellowley, Chief of General Prohi 
ition Agents, dated 1-21 


4 in the file of Rebecca Applebaum, B. W. 21, when 
ie commenced operation of the winery after the death of her hushand, to the 
fect that Joseph, her son 


} 


Will practically supervise operation of the business 
that same report, it is also bronght out that Joseph Applebaum 


attempted to 
lace money in the pocket of the agents 


He apparently continued with this 
inery after it adopted the trade name of Majestic Wine Co. until it was trans 
erred in June 1934 to a new corporation, the Monarch Wine Co. In The Ap 
ebuutos continued in the latter named corporation only until Nev 1u34 
seph Applebaum then became general manager, with power of attorney, of 
¢ winery established by Isanc Tendler, d. b. a. Geffen Industries, which m-ved 
om 265 FE. Brondway, New York, N. Y., Bonded Winery 307, and Permit W-Sd2, 
October 1984 to Pierce Ave. & East River, Long Island City, N. ¥ Geffen In 
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ecatne a cerporation in 1954 and changed its name to Geffen Ind 
the lutter address It continued with the number B. W. 307 
PAA permit W-1445 


rt son file I AA report dated 6-2 


36 showing Joe Applebaum the 
business funds were in his mother’s hands and paid for b 
ted that he had no bank account 
¢ him to sign for the corporation 


nino 


theurh all 
In 1987 a power of attorney was ! 


s records are on file relating to the violations of Geffen Indust: 
The FAA permit was suspended by the FAA in January 1989 been: 

tion of labels and misbranding of blackberry wine as well as falsifient 

ine reports There were numerous assessments for alleged 

es were instituted for suspension or 

1—-14—42 (on S-Le 42, Order 


Proceedin revocat 
was issued revoking the pyr 
der of revoecatio “urd the ITD om 


14-48 the Depu 


was then appealed to the | 


aft Super 
on 2-15-45 and copies served 

t 19458 when information was received 

tx en re capital stor k to Torino Wine > 

~1—44 application was ma 


o 
’ 


‘ othe Seeond 
Hiss the appeal Phis a 


iISTMISS2 Vis 
RBW-_585 of San Gabriel 


and shows 


»> his obtaining: power ot attorney 


1 Co Tne There is a eard rt 
7-27 to one Louis Katzman 


ancelled 1-16-30, but i 


i mt jority 

stockholdet 

made p I ant tou "het is col ned in office for! 
44, to which w: ’ » copies of appli 


= prec sor, the 


1 Wine 
- attaches 


the Wine Prod 


\ 


empulpment 
bon 


> teil fsreement wi rN checkil 

the equipment installed on the premises, 
nh were tot listed on e sola form 
kK, 2601 gals oO gals. per inch 


Like 


» SH gals 16.4 gals. per inch 


sty. tun 


«iis 
fank #4, 1307 gals Ss. per inch 
Tanks 











The above items were it ded on am Korg 6OS by I Ix 
retary of the applicant corporation These additions were in d 
by him and the application was reswort fore ‘ Applic 
is how th agreetmetil th the ] Mises de ' 
It is I nd ad ne the lisp i ‘ 1} 
»t We t bit ! ‘ ! ‘ | 
juired by P . Regu ; | , , de 
ep | ~ ] , 
( ed June 6, 1044 ‘ 
\~ ! ‘ | A ‘ 
‘ | ith j ‘ ! ‘ 
\! LisyM 1 t ¢ N ) 
l s tu I 1it)S i med 
bE. iy Repeat ft itisype ! bree ect ( W 
~ ‘ i ‘ ! «}) 
i] { daigua ina ‘ I \ me porated on A 4 7 
| Wes of he S ‘ New \¥ , 
al ock i rr lim l ) lic 
e \ ( Ms om orp te re il 
iN ere ‘ Lily iW ) 1 in \ f sv.) ! 
( subse re ed b orp tien S ue 
porate -s ep Plows 
le prior ny for hes yx i the « ers, dit 
kl ers of res \\ 
ir ) \pplebau el 
(‘yru ish ! "e ! i sl ‘ 
Levis 7 ~t \ nd \ 
As hotest Ose] \pI baru President, Dire 
der in it ¢ ryhore rh Ilha i v ft " \ 
0 und re do oof Joseph Applebau Hie ed ‘ 
Departmer n iw4 In the course fat ‘ I | \\ 
‘ | liis r, Rebs \pplet I er the d 
J ’ Applel mi to op i] ‘ ‘ 
nA sh ! lbal Ss, the ( UL hee office ‘ 
al =m Ith thie e] t In pun \\ l i i? 
Thbt J poli Agopole hou S ve 
al (Mlice f } } it tl , ‘ | 
ht Lilie il et ( ’ rite l ‘ \ rie 
© offic es s] } med seph A ebau } em 
lp ' ! ( nh dba Winners D7, ) ite Is 
i Geffen Industries, lic ‘ Ler 1 ¢ 
} ne the same veut hie ‘ ! 1M 
me of the Ge en W ( ) hey ‘ 
! ty en lnmadustric lt ( Relbe 
ed President and ‘1 el Sergs rg 
Wu 2 ntinued os 
l He powe I ‘ ther g f ‘ i 
aun tan there dial I ima ! 
ere om tile he rep ‘ Pruvestigute 1’) ! ( e Fede 
\ nistration dated June 2 {ht} shi ne Josep) \pplel 1 ! 
gh all business funds were in } er’s hand dl ' f 
ed that he had n ink accoun 
\s general manager and h the power of att ‘ loseph Apple 
supervise and operate the Geffen busines Phere nie « 
iffice tiles to show that he established and deter ned busine mT 
fired employees nad «id her incidents hings j } re oe 
ed toa proprietor of a busines | dence tat ette 
! Jack \popele ‘ t Min ue { (se ‘ | l 
e testimony of we er ! ! ‘ ~ rivic ‘ ’ ’ ‘ ” 
t the se el Tid rit’s It i rit r ‘jer! ‘ ‘ 
pt of statements mace \ George HL. Zamanis. formerly « Hoved 
ie Geffen Industries, In \ copy of the transcript w bee 
hed report of Inspector Dunn as Exhibit s 


During an interview by this « 


‘ 
HSI 
ov de 
" 
qile 
ler 
es, hires 
\ 
« the _ 
} . 
| ‘ 
lhe 
‘ 
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Inc., that this office was familiar with the details and that there was no need 
go any further into the matter. 

There are voluminous reports in the office files listing violations of the Get 
Industries, Inc. during the life of this corporation. Some of the more import 
of which are as follows : 

Removal of un-tax-paid wine 

Rectifying wine on bonded winery premises 
Failure to pay rectification taxes 
Underpayment of tax 

Falsifyvying government records 

Addition of foreign coloring matter to wine 
Over amelioration of wines 

Mislabeling 

In 1930 the permit of Geffen Industries, [ne., Was suspended on the grounds t 
the winery had shipped in interstate commerce, misbranded blackberry wins 
falsifying its record Forms 701 and 261 in order to cenceal the amounts of 

do other tnaterials purchased by it for the manufacture of wine 


The files show that there has been a long list of assesments entered as 
Gefen Ludustries, Inc. for removal of wines without taxpayinent, and rect 
ne Without payment of special tax or rectification tax See | 
ittached report of Lospeetor Dun Among these assessments 
} No. SSS0-M and was the result of an investigation cond 
Division of this office In this case, the Geffen Ind 


vith rectifving wines by the additic f umaranth 


potassium ferrocyanide, fruit favored wines to 


With a grape wine base, the sale 
sely labeled and branded blackberry wine and it 
“til f 


record in Internal Revenue Forts Ol and 
materials in the manufacture of its blackhbe inne 
ms No fand the Federal Aleohol Ad 
Laws and Regulations \ssesstnents 
ttled by the Department of 
of S17.500.00 coverit 
sive invest phy 
ne, Ward and 
stigation, the 
by his refus: 
! r the Dist: 
Is be produced at tl 
Based on the results 
on Industries, Ine had been \ 
m of the perin ft. and ¢ iring hel Aft 
completed, the Henrer upon a re wool the 
Ine. guilty of violating the Internal Re 
ommended to the District Superviser th 
findings of the Hearer are a matter of reco 
M2, the District Supervisor after a rey 
dan Order of Revocution This Orde 
mmissioner and a rehearing was granted Subsequent] 
the Deputy Commissioner affirmed the District Supervisor's ¢ 
! The appellant thereupon filed an uppeal with the United 
irt of Appeals for the 2nd Circuit and this office was notified 
February 22, 1943 
I ere pending, the il (Joseph Apy 
th S customary ure for the 


port ot: etion \ Lispect 


of 

ms an entire d rard for 

nuativ ineurred linbilities for t s, and tl 

ls of this winery. In this same report, I 
assessment of S3.700.74. covering excess losses 


inbilitv due as a wholesale liquor « iid oun 
! 


Kalin further states that tl 
ad sregard 


hie We 
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ny tax liabilities. There is also in the files a report by Inspector Kalin dated 
june 50, 1943, in which he reports that he is unable to account for 1,299,745 Ibs. 
sugar and suspects the winery of having diverted the sugar. He recommends 
at this matter be turned over to the Enforcement Division for an investigation 
ith the possibility of developing criminal liability Inspector Kalin further 
irges the winery with having falsified records Forms 701 and 261 as to the 
e of the sugar 
It is evident, therefore, that Joseph Applebaum was responsible for all opera 
sat the winery owned by Geffen Industries, Inc., and for each and every 
raction of law and regulations issued pursuant thereto 
During the pendency of the appeal, this office was advised by Alfred l. Van 
rou, Attorney for the Geffen Industries, that the G. ffen plant had been sold 
the Torino Wine Company on August 10, 1943 Application was made by the 
| lant for dismissal of the app al This distiissal was consented to by the 
ge on February 24, 1944 
Onor about May 1, 1944, Joseph Applebaum again came into the picture when 


plications to operate bonded ineries at the former premises of the Geffen 
stries, Inc. and at Canandaigua, N. Y. were filed by the San Gabriel Wine 
Tr In these applications Joseph Applebaum was shown as a minority 
‘kholder holding 4S shares of a total of 100 shares outstanding Phis inves 
tion Was conducted by Inspector William E. Dunn, J Report of the in 


or Which is attached hereto with its related exhibits, recommends that the 
ications be disapproved because of Jose] h Applebans 
ese applications, howevel were approved in accordance with = instruc 
s from the Bureau It is apparent that the applications for permits were not 
ipproved as recommended by Inspector Dunn for the reason that Joseph 
plebaum was merely a minority stockholder in the San Gabriel Wine Co., Ine. 
he is President, Director, and majority stockholder of the applicant 
rporation 





Cyrus S. Fisher, Treasurer and Director of the applicant corporation was 
merly associated with the Valena Wine Co., Tne The tiles in this oftice 
V that on January 2O, 1942, he was elected Secretary, Treasurer and Director 
the Valena Wine Co. bm 1 that he resigned « November 1, 145 He 
for erl riitior.l hielaler ! he Srom Geulerte Vs © Us I ind 
hiitbert ‘ (ler the applicant corporation 
\ personne! investigation was not tiade of Cyrus S. Fisher and Joseph Apple 
im inasmuch as both of these individuals have bee recently investigated 
officers of this Unit nd reports submitted under dates of Aucust 3, 143, 
1 May 2, 1944, respective These nvestizations f: il » cliselose 
rimental infortuatio dit heir character 
\ personnel investiga wit deoof Louis Katzman, Secretary and Director 
he applicant corporathy ind report is as follows: Stated that he is 44 vears 
was born in Russ t is naturalized He is married and lives ith his 
1! at S48 EF. o2nd St brookivn, N.Y Stated that he has resided ther for 
past 14 vears and at tie Vus the house (two fami Phat from Te) te 
, he was employed ~« Manager b the Peerless Sample Card Lin $455 
enwich S New York, N. \ md that he voluntarily resigned because there 
1 question recardin ir\ adjustments Phat from May 145 to September 
he was emploved i iN arick and Lane, 25 Broad St.. New York eS iis 
Accountant and Aucditet I he resizned from this position to accept ¢ 
vinent with the Tet o Wine Company and was with them trom Septer er 


"rT 
to June 1944 holding the position of office nmuanacer Frou June l44 to 
gust 27, 1944, he was emploved as Manager of the San Gabriel Wine Co., Ine 
Ave, (Pierce Ave and East River, Long Island City, N. ¥ With the 
idation of the San Gabriel Wine Co. Inc. he entered the employ of the appli 





corporation and has been with them since September 1, 44. On September 
144, he was elected Secretary and Director of the applicant corporation. He 
ominal officer, owns re ock and bas ne tinanelal interest in the corporation 
pt that of ar love Whiel s office anager He i brother-i law of 
< S. Fisher tl marriage to Mr. Fisher's sister 
I J. Domber ent of the Peerless Satuple Cat ("s I 14°. Cree 
St... New York, N. Y.. was interviewed He stated that Mr. Louis Katzmat 
n the employ of the corporation for about INor If} vears as fact ore 
is services were sutistacto but that it Was necessary 1 et wor Ive ne 
isiness reverses sullere b the cConmeert Liecommnenads ! Ss ge 1 ris 
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Fishman who was given as a reference by Mr. Katzman was it 
his office, 50 Court St.. Brooklyn, N. \ Stated that he has k 
Katzman for about seven vears both 
ith hin That he 
tkably fine persor Recommends him witheut 
a good risk 
tinal index tiles of the I ou rn Distris 
ecked tor the past tet 
of Mr. Louis Katzmar 
Iiry was forwarded 
Departime 
Kat rhhiat No 


the reque 


soecialiv and through bus 


has found him to be honest, conscientious, lova 
qualification 


following: 


34S I nd St 


files do 


‘tter with the 


WesSTIC 


t Supervisor, 
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corbine feooth WIth) The Theces I ! estinutsie re hired lee « } ucted it is desired 
isk OU CeTLaith Giles Is Wi i Lf Val e it nL? “ * the ft e and 
rect aouswers 

Your name is George H. Zamianis Was t name chanced 

Mr. ZAMANIs. Yes | ore it aus George EH. Condozamanis Whet took 1 
nad Citizenship pry leut off the Condo and left Z i 

Mn NICGNALI Wha ~ Ir residence nwddress 


- ‘ eu venul ‘ ‘ 
Mr. ZA s Oh 1. 1043 
\! MeN r} sof 1 W i4 S ' \ 
1 e*rirese lie t ‘ ‘ 


ved ! 
Mir. MeN \ bor 
Mir ZA ] Cire 
Mr. MoNa I 
\! /AM ln ISth 
\I \ N \\V ‘ re | eu S 
I si 1" 
\Ir ‘ \ l “m4 ‘ re | ] ‘ | 
TOS 


MM MoNa ‘ ( 
Mi ZA s tT; vo ‘ 
Bey 
I VMICNAI M ¢ 
Mi f \ ‘ 
Mr. MeN r 
Mr. Zim R 
Mr. K , 
Mr 7. MA ( 
\ K 3 
Mr. ZAMAN 
iN < 
Mr. Z I 
IK I Cree esse ‘ a j ‘ , 
ive ! vtl ! \\ i p iM i 


miter Ss were dard Phe contre fi ! rnd fe ent 
M KALI After ) rine >the I S 1923. W e tirs ! 
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Mr. Kain. How long were you with them? 

Mr. ZAMANtIS. Until they had a lockout in 1931, They fired everybody. 

Mr. Kauin. What came after that? 

Mr. ZAMANIS. Then I was idle for a while and did all kinds of jobs even helpi 
in restaurants and flower shops. 

Mr. Katin. What was your next main job? 

Mr. ZamANts. About 146 years with the commissary of the Metropolitan Li 
Insurance Company as a clerk up to the time I was hired by Joe Applebaum 
Geffen Industries. That was about November or December 1934. 

Mr. KALIN. Since November or December 1934 you had been employed at t 
premises known as Geffen Industries, up to June 19387? 

Mr. ZAMANIS. Yes From June 1937 to May 1938S T went to Greece and Frat 
Il came back in May 13s I staved in France about two months and took 
eraduate course at the Institute Pasteur of Paris, France, in microbiology 
biochemistry as applied to the fermentation industries, Then I came back he 

is T came back L asked Joe Applebaum if he needed a chemist and 
istart any time I felt like 
Kain. Did he take you to y other person in connection with ye 
Mr. ZAMANIS. No Ile was the “Boss” there I put that plainly in my 
ivit. He was running Getfen Industries. Nobody else as far as Ll was concert 
is the “Boss 
Mr. Karin. When you refer to “he” you refer to Little Joe Applebaum? 
Mr. ZAMANIS. Yes Only to Litthe Joe Applebaum When | got my saiars 
| Joey Applebaum 
» Applebaum had the sole right to hire or fire you 
you lany connections with that firm? 
Everybody knows he was the “Boss”, Nob 


rie 
ha 


firm which was known by 
‘ropart of your employment, f 
»address for approximately 


Yes 
Now describe to 
1) 


tements 
ns truthfully 
were your duties’ 
I was consultant of Jo 
wntation and stabill 
Were \ mon du V col 
da 
Mr. ZAMANIs. Yes 
Mr. McNary. Did vou have any other emp! 
M ZAMANIS. No 
Mr. McNatt What were your other 
Mr. ZAMANtIS. The laboratory controlled the 
hen the fermenters were fermented out and finished we | 
uld draw them out 
Mr. McNay lid vou have complete cl irge of the laboratory 
Mr. ZAMANIS. Yes, I was in charge of the laboratory, takit 
lit nad | y well ; microscoping the fermentation once in a whi 


person of that winery brought any samp! 


‘ 
‘responsibility for such determinations as were } 
the manufacture of the wine to be made by you 
Samples for my own determination I + 
sponsibility at al Nobody told me 


to tuke 


hired b 
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Mr. ZAMANIS. Geffen Industries paid them 

Mr. McNary. Did they conduct tests? 

Mr. ZamMANts. Yes. “They were conducting tests in the laboratory 

Mr. McNauiy. Regardless of what vou were charged to do, what was the scope 
if these tests which were conducted by you and your subordinates? 

Mr. ZamMantis. To see that the wines produced were sound and stable That 
was my only concern I sterilized them efficiently so that they don't blow up. 
haste was up to them not up to me. LT did not place the wines on the market 
they did 

Mr. McoNaury. Did they also bring materiais to you for analysis 

Mr. ZAMANIS. Never 

Mr. MeNatry. Then the laboratory never conducted any te whatsoever of 
he tnaterials being used? 

Mr. ZAMANIS. No The laboratory conducted tests of the materials just by 
yown will and account and out of curiousness 
Mr. McNary. Were those tests available to the officials of the firm if they 


w fit to use them’ 


Mr. ZamManis. No T ditt report them to mobos Phies now What they 
ere buying rhey were experts 

Mr. MeNatry. Then vou never told the officials of the tirm what determina lis 
re thine With rete i he thateris whieh thes rd receive t their 

reniiises imanyv time 

Mr. ZaAmManis. If the officials saw tit to ask me what the determi tian were 

f the materials, LT would tell them all that Thad found out 

\Ir loNatLy When they brought samples frot he winery to you tor anulysis, 
it would your analysis consist of 

Mr. ZaAMANts. Alcohol, balling and acidity That's al 

Mir. MeNatry. From vour experience as a winemaker would vou be able to tell 
e type of fruit which had been used in the production of that wine 

Mr. ZAMANis. Neo ecnuuse | ever on le those wines as a Winemaker before 
Mir, MoNau Then when they brought peach wine te vou you didn’t recognize 


pemeh Witie 
Mir. ZaAMANIS. No, TP owe nt recognize if 
Mr. MceNatry. If tl rought vou blackberry wine would ve 4 ‘ e it as 
ackberry wine 
Mr. ZAMAN N 
Mr. MeNatry. Now we want f efer to a conference Which was held here 


his office on Mareh 17, 144, with the District Supervisor, Dr. Rhee Mi 
ight, Mr. Wali ral ~t 1 wat Alt IKutl ‘ is le quest tis 
ich were brough t th tere t 
) Mr. Raut Lidl it that conference inform Dr. KRhees it ir duties 
re Simply tee test hie tel ~ ond ! ~ und deter rie ch usar 
d water should be added 1 eta wine of 15 nleal 
Mr. Zamanis. No, | did not He assumed that himself perhaps He 1 le 
fement ti ! | Vos ado y nm othe wine \ Vos ral ’ the su L «did 
tell him that 
Mr. Karin. Did vou inform Dr. Rhees that all the wit tha ere produced 
that winner were under your super ston thisat ou tested hose Wines to 
termine the aleoholic contents 
Mr. ZAMANIS. Yes Phe alcoholie contents 
*) Mr. Karan. the id] not state it rapes or tl ou determined 
mnueh sugar sheownlad be lddedd to Juice | iterials to ferment and produce 
wine’? 


Mr. ZaAMANtIS. No answer 
Mr. Kanin. Mr. Zamanis: these questions are being asked for substantiation 





ur statements th vo ere simp emploved over there hat vou had 
ng to do with the irregul ities tl vere going on over there and von gave 
e explanations to Dr. Rhees at the time vou inquired for an application 
permit and were thus bringing « t What duties were ours is Vou stated 
hat confers e in front of Dr. Rhees Phe only purpose of 1] ‘ ference 
sto put dow: rm otelive nel hite son of the tatements rele erba 
ch Inspector Stebl knows nothing nd which a til 2 
1 Mr. Zamanis, did vou state at that nference in front of Dr. Rhees that 
re thselutely ‘ ng te pera i every vil ~ ey rin r 
ive hem amy rmation tha ‘ desire as t nectis 





iow much sugar 
clial 
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Mr. ZAMANIs, I reluse to answer! 
Mr. Wrichr, Who obtained the samples of 
menters and brought them to the laboratory fon 
Mr. ZAMANIs. I don’t know 
Mr. Wrichr. Who gave you your pay checks at the winery ‘ 
Mr. ZAMANIS. Sometimes the accountant and sometime 
flier 
Mr. Wricutr. Do you recall wl e signature appeared on thos 
Mr. ZAMANIs. They usually paid in cash 
Mr ise you received a check, do vo 


is Joseph Applebaum 


vy to do 


M Val 

stries o1 
Mr. ZAMANIS. Yes 
Mr. Wrieur. Did 
ught to the haber 
Mr. ZAMANIS. Ye 
Mr. Wricgut. Did ve 


‘ sri ‘ 


1 


bilt 


, 


ZAMANIS. | analyzed 


Wrour. Explain wl 
ZAMANIS fhe spe 
WhicHtr. Mr. Zam: 
menus TO VOU Ln ¢ 
ZAMANIS Phe percent 
Wehr. H ! 


lerte iat 


by this 
ZAY 


did 

I l Hit 

Wriont. Do vou k 
the Bure 

ZAMANIS. The abo 
Wrieunt. Mr. Zam 
he Applebaunis tl 
ndard wine unde 


Tr 


ra 
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Mr. Wrieur. Do you know whether or not excessive sugar was used in 
manufacture of wine during your employment by the Geffen Industries, Ine 

Mr. ZAMANIsS. The only time I knew was when Mr. Kalin with two other m: 
one was Journey and the other Landsman came to the office and called me 
told me to calculate a certain amount in the fermenter by what amount of sug 
would put in and asked me what the outcome would be. | understood the su 
Wis excessive according to their records, and | heard them accuse Applebaun 
diverting the sugar 

Mr. Wrieur. In your capacity as head chemist in the winery would vou ¢ 
figure enough sugar to be placed in the fermenter to bring the wines when p 


erly fermented to over 24% alcohol 

Mr. ZAMANIS. Never 

Mr. Weientr, What was the average alcoholic content percentage which 
figured to make when the wine was complete’ 

Mr. ZAMANIS. No answer 

Mr. Wrient. Mr. Zamanis, in case the District Supervisor acted favorably 
your application and you began the manufacture of wine how would you «d: 


mine how much sugar was necessary to be added to a certain amount of fru 
make a finished wine of under 14% alcohol? 

Mr. Zamantis. I would figure out the amount of sugar in the fruit and | we 
iid additional sugar to be around 1.75 pounds per gallon of wine and cl 
fermentation to see if it is over. It depends on how the fermentation proce 

Mr. Wrichr. Would vou also figare the acid content of the raw mater 
which vou propose to use by analysis? 

Mr. ZAMANIs. Yes, | would apply myself with the regulations 

Mr. Wetcur. Have vou ever had an occasion to thake an analysis of fri 
detertuine its acid content ? 

Mr. ZAMANIs. Yes 

Mr. Wricutr. Mr. Zamanis, you stated above that you were the chemist 
eharve at Geffen Industries. I mean in charge of the chemical laboratory 
not in charge of the winery. It is hard for me to believe that you Know hovw 
obtain sugar content of raw materials and acid content of raw materials if 
when you were in charge of your own winery, but during your approxin 
eight vears of employment in the Geffen Industries vou state that vou did 
know anything aout the sugar content or the acid content of the materials w 
they were using the manufacture of wine. Can vou explain the discrepan 

Mr. ZAMANIS. I refuse to answer 

Mr. Wricur. Did you ever know while you were in the employ of Geff 
dustries that they were manufacturing wine not in accordance with the exis 
regulations and that you being the chemist-in-charge was a party to 
manufacture ? 

Mr. Z\MANts. I wasn’t sure but I had heard rumors that they were not 
facturing in accordance 

Mr. Wricnt. Mr. Zamanis, who did you obtain your orders from? Who 
you orders from day to day relative to vour dutres in the winery 

Mr. ZAMANIS. I refuse to give names 

Mr. Wrrtinr. Do you know Jack Applebaum ‘ 

Mr. ZAMANIS. Yes 

Mr. Writcur. Do vou Know Max Applebaum? 

Mr. ZAmints. Yes, I Know him 

Mr. Wrien Dict vou see them in and around the winery from day 
during your employment ? 

Mr. ZAMANIS. I understood that they were associates of Little Joe Appl 

Mr. Wright. Was it your understanding during your employment that | 
Joe Applebaum issued all the orders relative to the manufacture of wine o: 
bonded pPretnises of Geffen [ralust rie = 

Mr. ZAMANIS. He was the actual “Boss” of the entire industry That \ 
understanding 

Mr. Wricur. Did Little Joe Applebaum ever during your employment 
any direct orders? 

Mr. ZAMANIS. No answer 

Mr. Wetour. Is that because vou don't remember or because vou 
desire to answer? 

Mr. ZAMANtIS. It is because my answer will be guessed 

Mr. Wricutr. Mr. Zamanis, have you seen Joe Applebaum or have you 
to Joe Applebaum since you left the employment of Geffen Industries? 

Mr. ZAMANIS. Yes 

Mr. Wetec \bout how many times do vou rec: 
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Mr. ZAMANIS. About two times 

Mr. Wricur. When was the last time that vou talked to Little Joe Applebaum 7 

Mr. ZaAMANIS. The last time was when IT saw Mr. Wright at which time you 
told me that my chances were very slight of getting a permit. He evaded the 
issue and told me good-by. That was before [T submitted the application and 
ifter a week or two, I decided to put in the application. T have not seen him 
rarepresentative of his since that time when | submitted the application 

Mr. Wrient. Mr. Applebaum did not offer to reimburse you in case he went 
mck into the wine business, did he’? 

Mr. ZAMANIS. No; he didn't mention anything 

Mr. WricHr. Did Mr. Applebaum tell vou at that time whether or not he 
ntended to file an application for a bonded winery ? 

Mr. ZAMANIS. No; he just told me that he also had no chance for a permit 

Mr. Wright. Mr. Zamanis, is it vour desire or intention by refusing to answer 
ertain questions which T have propounded to you, to shield Joe Applebaum or 


ny of the Applebaums, for that matter, or is the refusal to answer for the reason 
hat you do not desire to make trouble for any of yvour former employers 4 

Mr. Zamanis. My desire is to make no trouble for nobods No matter who 
‘ Is 


Mr. Wrichtt. Mr. Zamanis, vou are of course awnre of the fact that Geffen lr 


lustries Inc. is no longer in business us a winery and it is stil our desire and 


tention not to answer any questions relative to the operations of the winery 


hich might preclude any the Applebatuns from obtaining a pe 
Mr. ZamMants. T don't want to make trouble for nobody 
Mr. Wricht, Do vou think that if vou answered those questions whic 
ive refused to answer that you would get Applebaum or Geffen Industries 
any trouble? 
Mr. ZAMANIS. Tas not sure: that is why I don't answer 
Mr. Wright. Being not sure is it becanse vou don't understand my questions 
or the English language sufficiently‘ 
Mr. ZAMANIS. Not because I do not understand the Enelish language 
derstand it perfectly 
Mr. Wrichr. In other words Mr. Zamanis vou have appeared to ty 
evasive in that vou have refused to answer many questions whicl 
sppounded 
Mr. ZAMANIS. No, | Was not evasive of anything. 
Mr. Wright. Then vou maintain that vou have not been evasive 
Mr. ZAMANIS. Yes 
Mr. Wricutr. Mr. Zatnanis, when this interview is written up it is the desir 
this officer that you review the questions and answers and if u find 
he true that vou will be given the opportunity te sign such document 
Mr. ZAMANIS. No, bdo not want to sign such a document 
Mr Wario De vou desire to review these questions oi il 
ve been typewritten 
Mr. ZAMANIS. No 
Mr. Wrichr, Did you know that caramel coloring was used in the manufas 
wine by the Geffen Industries, Inc., at any time 
Mr. ZAMANIS. I refuse to answer 
’ Mr. Werrent. Did vou during vour employment by the Geffer 
have any knowledge that poke berries or poke berry wine was blended with 


i Industries 


er Wines * 
Mir. ZAMANIS. Refuse to answer. 
*) Mr. Wricur. Did you make any st: 
nterview with you’ 
Mr. ZAMANIS. | refuse to answer 
*) Mr. Wricur. Do you know whether o es made from different fr 
together in order t ‘ ta salable wine? 


! berries were ble nad a 


Mr. ZAMANIS. I refuse to answer 
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Waricur. Did vou 


make that 
Il refuse to answet 


positive statement to Mr. Stebh 
onference was held in the presence of the undersigned, who 
atement contained herein are 

by said George H. Zamanis 


‘ 


the questions propounded “une 


Mr. J. A. WrIGH1 
Mr. H. P. MeNat 
Mr. L. KALIN 

Mr. J. STEBBINS 


lestions Which George EL. Zamar 


j ' ' 
ia ’ 


s refused to ansWer or gave a neg: 

inswer but were answered in the affirmative by Geor 

presence of Dr. B. R. Rhees, Mr. J. A. Wright, Mr. J 
Kalin o1 Mare] 17 


i 


I44. are identilied with the fol 
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Canandaigua, New York, and the other to be located at 35th Avenue and East 
River, Long Island City. The applicant corporation in this case is proposing to 
take over these two bonded wineries from the San Gabriel Wine Company, In 
The San Gabriel Wine Company, Inc., now owned by Benjamin Migliaccio and 
his wife Mary M. Migliaccio, and Joseph Applebaum, is liquidating its asset 
and intends to surrender its two permits if and when the applications for perm 
tiled by Canandaigua [ndustries Inc., are acted upon favorably 
Canandaigua Industries, Ine., is owned by Joseph Applebaum, holder of 11%, 
shares, and Cyrus S. Fisher, holder of seven shares. Canandaigua Industries 
Ine., was organized by Mr. Joseph Applebaum for the purpose of purchasing rea 
estate at Canandaigua, New York, and, after the real estate was purchased in 
Canandaigua, thi oni Vv alse purchased the equipment 
fen tndust from the Toring Wine Cemp 
at 116 Buffalo Street, Cananda l New York, and the bly 
ted at otk tne and kh: iver, Long Island City, 
that the San Gabriel Wine Comp: 


these two locations Canundaigua 


these premises and retrieve tl 
iS shares of the San Gabriel W 

», thereby acquiring a minority interest 

Messrs, Fisher and Frankenstei: i Tine Tide 
Ine., acquired the Torino Wine Company, aa 
San Gabriel Wine Company, [ne purchises 


sher and Frankenstein and deposited same 
This office was recently advised that Mr. Appl 


sold 24 res ft one Jesse Josephs operating Bonded Storeroon 
OWE Queens | Woodside, Long and. These stock trans 


Applebaum fe f tl utstanding stock in t San Gala 


\ 


Company, I t ay that these tra ons were made for the pur 
liquidating th I ii Wine Company, Ine., Mr plebaume be 
principal { lation handled 
piste! 


\pp etn 


Mi 


ig Island Cit 
it bonded w 
essor to thr 


Napa Va 
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two applications now pending before this office with Mr. Applebaum as the co 
trolling factor in Canandiagua Industries, Inc. It, therefore, may be seen th 
if these two applications are acted upon favorably, Mr. Applebaum will have, 
a short time, completely circumvented the revocation of the Geffen Industric 
Inc., permit 

In view of the above, which is supported by various investigative repo 
attached hereto, it is recommended that the applications for wine produce: 
and blender’s basic permits be disapproved for the reason that Joseph Apy 
baum, in view of his past record of violations in connection with the operatic 
of Geffen Industries, Inc., is not likely to maintain operations with respect to t 
proposed bonded wineries in conformity with Federal law and exist 
regulations 


J. A. Wrieur, 


tssistant Supervisor, Permissir: 


Mr. DeWinp. Mr. Kennedy. 
TESTIMONY OF WILLIAM H. KENNEDY 


Mr. Kine. Mr. Kennedy, raise your right hand. Do you sw: 
that the testimony you are about to give is the truth, the whole tr 
and nothing but the truth so help you God ? 

Mr. Kennepy. I do. 

Mr. DeWinp. Mr. Kennedy, at the present time are you employ: 
by the Bureau of Internal Revenue? 

Mr. Kennepy. I am not. 

Mr. DeWinv. Did you retire from the Bureau ¢ 

Mr. Kennepy. I retired July 31, 1950. 

Mr. DeWinp. Prior to July 31, 1950, were you the Assistant Deput 
(‘ommiussioner of the Aleohol Tax Unit? 

Mr. Kennepy. I was. 

Mr. DeWinp. When did you first become Assistant Deputy Con 
missioner / 

Mr. Kennepy. September 1, 1957, and served until July 31, 195: 

Mr. DeWinpv. During that period were you at one time the Acting 
Deputy Commissioner / 

Mr. Kennepy. I was. 

Mr. DeWinp. That was in 19484 

Mr. Kennepy. I have forgotten the year. It was the time t! 
Stewart Berkshire was promoted to Assistant Commissioner, an 
acted until the new Commissioner was appointed and qualified. 

Mr. DeWinp. You heard here this evening the testimony that M 
Wright gave about the Joseph Applebaum permit application in t 
spring of 1944? 

Mr. Kennepy. I did. 

Mr. DeWinpv. Did you make the telephone call to Mr. Wright { 
he described at his home down in University Park on a Saturd 
in May’ ' 

Mr. Kennepy. I did. 

Mr. DeWinpvo. What led you to make that telephone eall? Cor 
you please tell us the circumstances that led up to it ¢ 

Mr. Kennepy. My immediate superior, Stewart Berkshire, the D 
uty Commissioner of the Alcohol Tax Unit, called me in and as! 
me to get in touch with the New York office and notify them that | 
Commissioner desired that the permit be issued at once. 

Mr. DeWixp. Mr. Berkshire told you that ? 

Mr. Kennepy. That is right. 
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Mr. DeWinp. Did you have any further conversation about the 
matter with him ¢ 

Mr. Kennepy. Well, I talked to nim, I think, earlier in the morn 
ing, and he told me that this was the anticipated action, for me to 
try to be ready to convey the word to New York if he talked to me 
later, and I have learned that Mr. Wright, I have forgotten whether 
[ knew he was in the suburbs of Washington or whether | put in a 
call to New York to find out where he was, but anyway I located 
him at his home and told him—I asked him how long he was going 
to be there. He said, over the week end. 1 told him to stand by 
that IT would probably be calling him a little later. 

Then, later, Stewart Berkshire called me into his office and told 
me that the Commissioner had directed that the permit be issued 

Mr. DeWinv. Did Mr. Berkshire say to you that it made no dif 
ference what the investigative reports would show in the case / 

Mr. Kennepy. Well, we discussed the thing a little bit. He was 
sort of embarrassed about it: [ mean, he was maybe upset just a little 
bit, and we discussed it a little, and we both agreed it would be sort 
if a let-down on our New York office, and we agreed that the permit 
would have to be issued since the Commissioner directed it to be done. 
He had that prerogative to exercise if he so desired. So we knew that it 
would have to be issued regardless of what the inspector’s report 

showed. 

Mr. DeWINp. Do you know of any other case where this procedure 
was followed / 

Mr. Kennepy. No, sir. 

Mr. DeWinp. That is, where an order was given to issue a permit 
rior to the receipt of the field materials and the investigat ive report ¢ 

Mr. Kennepy. No, sir. 

Mr. DeWinp. Well now, on that same day did you have a telephone 
call from Dr. Rhees in New York / 

Mr. Ki NNepyY. | did, When ] talked to.Jim W) orlit the second time 
ind told him that the Commissioner wanted the permit issued, [ told 
him that if Dr. Rhees questioned that, to have Dr. Rhees get me on the 
elephone and IT would make the same statement to him. And later 
that same day Dr. Rhees telephoned he and I conveyed the siille Ties- 
iwe to him. 

[also directed Mr. Wright at that time to put a memorandum in the 
files to show it, show the circumstances under which the permit was 
being issued, 

Mr. DeWinv. Did you tell Dr. Rhees in the telephone conversation 
you had with him that it wasn’t necessary to submit any other papers 
tothe Bureau in Washington regardless of what the inspector's report 

«licated or what recommendation was contemplated ¢ 

Mr. Kennepy. That is right. 

Mr. DeWInp. So that the entire field investigation in that case and 
he work of the employees who had entered into it went absolutely for 
othing and was not used in connection with the application ? 

Mr. Kennepy. It wasn't used in Washington, no. 

Mr. DeWinp. It had no effect upon the decision to issue the permit ? 
Mr. Kennepy. That is right. 

Mr. DeWinp. Do you recall in the fall of 1944 when another Joseph 
\pplebaum application came down to Washington / 

Mr. Ky NNEDY. No, sr: ] don’t recall that applieation. 
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Mr. DeWinb. You don’t recall any discussion at that time ab 
the decision in that case, the second case ¢ 

Mr. Kennepy. No. 

Mr. DeWrnp. Mr. Kennedy, in the course of your experience w 
the Aleohol Tax Unit, have you had occasion to be stationed in fie 
offices / 

Mr. Kennepy. I have: yes. 

Mr. DeWinp. What field offices have you been stationed in / 

Mr. Kexnnepy. Well, I was stationed 12 vears in the Chicago offi 
Alcohol lax Unit Assistant st pervisor, l Wits stationed In Newa! 
N.J.. fora while as the acting assistant supervisor. Excuse me. D 
I Sav aistrict supervisor at Chica 4 Assistant. 

Mr. DeWinxp. Is it—based upon vour field experience and your 
perience ot \\ ishington—is if vou Mipresston that the duties 
the district supervisors of the Aleohol Tax Unit are full-time jol 

Mr. Kennepy. They are. 

Mr. DeWurnp. The propel exercise of the duties of that offi 
quires eeneral full time applicat on of the supervisors ¢ 

Mr. Kennepy. I would say they do 

Mr. DeWinp. Would you consider it to be harmful to the admir 
stration of the aleoho!l tax laws to have part-time supervisors ¢ 

Mr. Kennepy. Well, Mr. DeWind, I don’t see how a part-t 
supervisor could know what was going on in his office. 

Mr. DeWinp. That is. you think the supervisor should be in 
office ? 

Mr. Kennepy. I do. 

Mr. DeWrnp. Full days? 

Mir. KENNEDY. I do. 

Mr. DeWiuinp Does if “Celi Ke very useful idea to supervise t 
work of the Unit from a baseball park or from an athletic club ? 

Mr. Kennepy. I don’t see how you could supervise very much f1 
a baseball park 

Mr. Kroen. Have you ever bee to Ebbetts Field 7 

Mr. IX) NNEDY, I think SO; Vears ago, ves. 

Mi IK) N. M i\ | have it questo} 4 1) your position in Was 
tion. did vou have supervision over the district Super SOrs 4 
Mr. Kennepy. Well, IT wouldn't say so. I didn’t have direct 
7 [t is really the Deputy Commissioner that has the supers 
Mir. Kean. You were under him ? 

Mr. Kenwepy. I w lndder f } ‘ommmissioner: 
ret Phere are three assistants 

Mii Kina. Mr. Olson hin Tes ec thist he rao I spent 2 hours ! 
office, and vou were m the office in Washington. 

Mr. Kennepy. That is right. 

Mr. Kean. Dick the ofhice 1] Washineton know. and ; lial 
know why did they not know that Mr. Olson was spending o! 


Vi> 


he rsa day in his job 4 

Mir. Kennepy. Well, Congressman. T don’t know how many peo 
knew it or how many people didn’t know it, how many hours a 
he worked 

Mir. Kean. You didn’t know it ? 

Mr. Kennevy. No. Thad no way of knowing, personal knowl 
exactly how many hours a day he put in, or anybody else put in. 
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Mr. KEAN. Was it COTMDON knowledge in Washington that Mr. 
()lson was not doing ws pues ly work in the JO as Was ¢ X per tec, 

Mr. Kennepy. I think it was fairly well known among the personne! 
n Washington: ves. 

Mr. Kean. The only man who could have given a reprimand to Mr, 
Olson for that would have been the Deputy Conn me Imiselt 4 

Mr. Kennepy. The Deputy Commissioner or the nMmiissionel 

Mir. Kean. The Commissioner 4 

Mr. KennNepy. Yes: that is right. 

NMIr. Keogu. Or the Assistant Conn 

Mr. Kennepy. The nt Comm 


“a 


Phbeadi. 


Mr. Kennepy. It hy I ‘rogat 
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Mr. DeWinp. That is, the particular letter to Mr. Olson was d 
cussed ¢ 

Mr. Kennepy. That is right. 

Mr. Kean. Decl that vo to all of the people, or only lo Mr. Olseo 

Mr. Kennepy. Lam not sure. Mr. Congressman, whether that we 
to every district or not. 

Mr. Krocu. Did it go to any other district 

Mr. Kennepy. I do not recall any other district. 

Mr. Keogu. Dut you remember the discu ston of the letter to M 
Olson ¢ , 

Mr. Kennepy. That is right. 

Mr. Kran. I want to make a note that that was the result of 
work of the kKightieth Congress 

Mr. KING. Proceed, Mr. ( ounsel. 

Mr. DeWinp. Mr. Kennedy, when this matter came up. what \ 
the discussion; can you remember ¢ 

Mr. Kennepy. Well. I believe, if Ll remember correctly, Mr. Meal: 
the Deputy Commissioner, was a little bit perturbed about rep 
coming in from New York about Mr. Olson being away from 
office, and | think he thought that he should try to correct the sit 
tioh, al ad wrote the letter. or he had 't written, « Il have f reo 
who actually prepared it, but he signed it, though. 

Mr. DeWinp. That was the substance of the discussion: and 
anything more particular than that said, that vou recall / 

Mr. Kennepy. That is the way IT recall it. 

Mr. DeWinp. Mr. Kennedy, that is all, unless members of 
committee have questions. 

Mr. Keogu. Have you retired from the civil service / 

Mr. Kennepy. | retired July 51, 1950; 55 vears. 

Mr. Keogiu. How many vears ¢ 

Mr. Kennepy. Thirty-eight. 

Mr. Kaine. That is almost a record: is it not 4 

Mr. Kennepy. Oh. no. 

Mr. Keogu. Are you engaged in any business now / 

Mr. KK NNEDY. Well, | have been trving to build a house, a 
just moved into it, and T have done just a littl: work, consulting w 
for industry. 

Mr. Keogu. For the liquor industry ¢ 

Mr. Kennepy. Partly, yes; or, rather, for an association. 

Mr. Keogn. When Vou say onsultingS” what do you mean ¢ 

Mr. Kennepy. Well, when they have a directors’ meeting, | 
in and they talk about matters, and they ask technical questior 
me, and so forth and so on, and they ask me to advise them on tec! 
cal matters, and so forth. 

Mr. Keocu. Which is in line with the work that you did ¢ 

Mr. Kennepy. In line. that is right. 

Mr. Kerogu. In the Unit / 

Mr. Kennepy. Yes. 

Mr. De Winn. I would just like to Sit\ that Mr. Kennedy's hom 
in Indiana, and he came on here at some very considerable i 
venrence to himself, and he has been here for some time, and he 
been most helpful to us. 

Mr. Kennepy. Thank you. Mr. DeWind. 

Mr. DeWinp. That is all, Mr. Kennedy. 
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Mr. King. The subcommittee appreciates the information you have 
yiven. : 7 

Mr. Kennepy. Thank you. 

Mr. King. Mr. Olson, will you take the stand again, please / 


TESTIMONY OF JAMES B. E. OLSON—Resumed 


Mr. DeWinp. Mr. Olson, when you joined the Joseph Applebaiuu 
Go. in the early part of 145, how long after your first: discussior 
with Mr. Applebaum about coming with the company—-how long 
was that after your first discussions with him about joining thy 
company ¢ 

Mr. Ouson. I do not understand your question. 

Mr. DeWixp. When did you first discuss with Mr. Applebau 
joming the COMpALy f 

Mr. Ovson. T should say that was about January of 1950—of 14. 
Mr. DeWinp. Isnt that when vou jomed the company, in Januars 

of 19454 

Mr. OLSON. No; | bel eve it Was the end of February of 14h. 

Mr. DeWinp. The first conversations occurred in January 
Mr. Ouson. That is correct. to the best of ry knowledge. 

Mr. DeWinp. Now, that was approximately 2 months after M) 
Applebaum had had the extraordinary good luck of getting a permit, 
over the objections of the field officials of the Aleohol Tax Unit; 
that right / 

Mr. Otsonx. 1 didn't know anything about that. 

Mr. DeWinv. No, but that is apparently a faet: is it not / 

Mr. Ousox. From what Tam listening to, but I didn’t know any 

blige about it I was assistant collector. 

Mr. [) WIND. When Vou talked with Mr. \pplebaum, did th 
\traordinar turn of good luck become a matter of conversation 
etween vou! 

Mir. Onson. |] didn't even know it. 

Mr. DeWinp. Now, vou testified earlier it was you who had intro 
{ wed Mr. Applebaum to Commissioner Nunan: is that correct 4 

Mr. Orson. Yes. sir: I believe that is correct. 

Mr. DeWinp. And that. after that introduction, there were a num 
vl of meetings, ana you were unable to specify the number, bet wee! 
ou and Mr. Applebaum and Mr. Nunan: is that correct / 

Mr. Orson. I said I think the reeord will show. and T said about 
hree or four. 

Mr. DeWinp. About three or four? 

Mr. Otson. Yes, sir. 

Mr. DeWinxp. And your friendship with Mr. Applebaum developed 
pparently very rapidly during the vear 1944: and, in fact, I think that 
ou sald it was really in 144 that the friendship blossomed ¢ 

Mr. Otson. I don't believe that I said that. 

Mr. DeWinp. Well, those are not your precise words, but it became 
very, very close friendship ¢ 

Mr. Ousox. It was about 19558 to 1959 T met him. and we were good 

ends around about 141, | should Say. 

Mr. DeWinp. Well, I think that vou said it was really in 1944 that 
you became very, very good friends. 
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Mr. Ouson. Well, I don’t remember that. 

Mr. DeWinpb. I think the record will show that vou did. 

Mr. Otson. We were good friends around 1941. 

Mr. DeWinp. But now, this is very, very good friends. 

Mr. Orson. Well, 1 don 't— 

Mr. De Winn. The sort of friends that now diseuss partners! 
nstead of seeing each other at lunch occasionally. 

Mr. Otson. No such thing was ever said about any partnersh 
or anvthing, at that time. 

Mr. DeWinp. At this point, vou felt inclined to discuss your prol 
lems and discontent with Mr. Applebaum, and he, as vou tell it, is le 
contidential with vou, but vou are quite open with him during 1944 
ina part cularhy inthe fall of 19444 

Mr. Ouson Yes. | was discontented 

Mr. DeWinn. And then comes 1945, 2 or 3 months after Mr. Appk 


] 


baum is secure in the wine business again, under crrem wi 


lv be deseribed as “fortunate” and vou become the 825.000 
i] rel wmions “ao whatever Vou ¢ mn” rath, ll al | belre ve Tt} 
record will show that in the next IS months, you received from tl! 
\Lppleba im Co. somethine close to $100,000, Lo the best of vo 
chow led@e, 1s that a correct statement / 
Mir. (OLSON, | don't know. | would have to look at my income-t x 
return. You asked me two questions then. 


Mr. DeWinp. There are really two questions, and maybe vou « 


iwouhnswel 


Mr. Ornsow. The first one, I] was retiring on February 15 of 194 
und T was certan ly looking around to get the best proposition t bul 
ould. 

Mir. DeWtnp. You certainly gota cood one, didn't you / 

Mr. Orson. I thought it wasthe best available at the time. 

Mr. DeWuInpn. Well. it combined many features that 
tractive: It was three times your compel sation that vou 

the collector's office, and no work at all. 

Mir. Ouson. I might have done better. 

Mr. DeWinp. Did vou know of any better opportunity / 

Mr. Ouson. No, but IT might have looked around to get somet 
better. 

Mr. DeWinp. You feel if you had looked a little further, 
thine would have turned up? 

Nir. OLSON. Maybe I should have. 

Mir. DeWinp. As a matter of fact, von did not even look for 
cid you 4 Joseph Applebaum ecnme to you and snid, “He re | tthi 

Mr. Orson, That is right, generally. 

Mr. DeWinp. Yet, in all of this flurry of good will and relief of d 
content, and all of that, there was never anv mention of the great vo 

hat Mr. Applebaum, after having had a permit revoked f 


ist of violations, had at long last been able to get back into b 


| 


ness again‘ 


Mer. Orson~. IT was assistant collector of internal revenue. an 
tbout the ATU, and I didn’t even know it. 
Np Asa matter of fact. Mr. Olson, wasn't there a 
ad rect connect Lol bet ween the 1ob you vot W th the Jose ph Appl 1) 
Co. and t essful negotiations for that permit 4 


Mr. Orso~. Not that ] 
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Mr. DeWinp. Not that you recall ? 

Mir. Otson. No. 

Mr. De WtInp. You don't feel inclined to make this a wholehearted 

enlal of that connection ? 

Mr. Otson. | know nothing about it, and I was assistant collector, 
1} d it was entirely out of my province, and I didn’t know anybod 

faras Lean recall,in ATU at all. 

Mr. DeWinxp. Now, was that necessary, when you knew the Com 

ssioner ¢ 


Mr. Onson, Well, 1 was in Brooklyn. 


Mir. DeWinpo. What did the ATU have to do with thus case 7 
: Mr. Otson. I don’t know. 
Mr. DeWInp. The te: mony Was that thev had not a ele thing 


, the world to do with it 
; Mr. Orson. IT don’t know 
Mr. DeWinp. It was the Commissioner of Internal Revenue that 
dtodo with it 
Mr. Otson~. That. I wouldn't know. 
Mr. DeWrinxp. And vou had introduced Mr. Applebaum to the Com- 


sioner, and had brought them together several times, or had been 


rought togethe with them several times. 


. Well. there are so very few jobs that prarr SLOO00 over a per od of 
S months for nothime, t! il | just Wobhadered ft there wasn't possibly 
explanation somewhere. 
Mr. Otson. T guess | was fortunate 
Mr. De Winn. You were. indeed. 
| Now, Mr. Olson, when did vou get into the sugar dealing with the 
Joseph A plebaun ¢ 
Mir. Ons N. L believe tit Wis it the end of 1945, o1 thre } nart 
946, to the best of my recollection. 
Mi De WUNp. At that tlime. sugar was under control. i f wes 


short, Was t rot / 
Mr. Otsonx. Yes, sin 
Mr. DeWinp. Now, did the Applebaum Co. have a quantity of 


var! 
Mr. Orson. Yes. There was allotted the Wine Industries—it was 
ted ivar due to the tact of the amount of SuoaAr that thev had 


L pres ously. bhai ti {t Wits lle tted by the OPA. 

Mr. DeWinp. How 1 sugar did thev have at that time, do 
] 
never § 


Mr. Otson. T don’t know, and I don’t remember. 
Mr. DeWixp. Would it be 5 or 6 or 7 or 8 million pounds ? 


Mr. Ouson. T don’t think it was as much as that. I do not know. 
lhe record will show But I do not think it was that much. It 

cht be. 

Mr. DeWinxp. Well, now. vou indicated earher that you had heen 

pful with the OPA working out some trade of this var to 
P s Cola. 


Mir. Orson, Helpful w Lh the OPA—would ve rep it that ? 

Mr. DeWixp. What wasthe OPA problem that \ ere helpful on 4 
Mr. Otsox. You had to get clearance 

Mr. DeWtnp. To sell it to Pepsi-Cola / 

Mr. Ousox For sirup.and vou hadto vet therrar 
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Mr. DeWinpn. Could you have sold the sugar / 

Mr. Orson. No, sir. 

Mr. DeWtnp. So you had to get approval from OPA to e 
this sugar to sirup ¢ 

Mr. OLSON. \ CS, sir. 

Mr. DeWInp What Wits the rensol of that! Was the 
valuable that you couldn't afford to make it into ne¢ Was 
the problem ¢ 

Vir. Onson, I don't know ebout t 

Mr. DeWinp. Well, it is unusual for winery to sell 

Mr. Ontson. Evidently it was on 
better and faster to sell it for 


DeWinp. So vou undertook to 
his as sirup to Pepsi-Cola? 
mw. IT called somebody at 
, dl forget the man’s name. 
Mr. DeWinp. Well, did you see the al head of tl 


of sugar rationing ¢ 
Mr. Orson. No: I think he was in New York. 
Mr. DeWinp. A New York man ? 
Mr. Ou SON, They had one In Flushu mr, too, and they had ther 
over, > ba visions. 

Mr. DeWinp. But vou 
Mr. Ovson. 


DeW 
Pepsi Cola ton 


vin. Oh N. L hehleve 

Nir. DeWIN You rec 

Mr. Orson. L received a check, 

Mr. DeWunp. A « 

Mr. © SON. Yes. 

Mr. DeWinp. A warehouse rec nt for 

Mr. Onsen. No: vou wrote then out just like 
In those days 

Mr. DeWiunp. These are transferrable warehouse 
thing of that nature, representing the sugar ¢ 

Mr. Ouson Something of that nature. 

Mr. Kerocu. Were they not of ration banks ¢ 

Mr. Q)ESON, Yes: they went through the banks yuUST like you 
a cheek, and you would have an account in a bank, as I recall 

very, very close supervision. 


WIND. Did you have any othe sugar problems 


\j () ON. None that I recall, 
Mi DeWuinn. You had ho problem ubout uisral threat had 


ndded to it 4 
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Nir. OLSON, Not cbbatt H it atl, x | ery i 
Mr. DeWinp. There was no suear that t 
,contiscate ¢ 
Mr. Ouson. None that I recall 
Mr. DeWinp. Well, now, when the part: 
rtnership, was wound up, or liquidated 


Mr. Otsonx. The Wine Industries ¢ 


Mii DeWinp. The Appleba im) partnership. 


e Industries / 
Mir. Ouson. Yes. sn 


IGATION 


erstilp. thre 


Whatevel 


Mr. DeWinp. Let me refer to it as the Applebaum 


o brought you 1 Wheel bial hanidated, aqid you re 
rssets in distribution i bil dation ¢ 
Mr. Otson. Well, first of all. as IT recall Mr. Apy 


! es oo | 
mire, ind I st i} baved 


: i : 
Mir. By WINpb. Then vou quidated out / 
Mir. Ouson. Now ‘Then the other partne: 


ee of us liquidated out, and | don't know 
period o1 thr month 

Mr. DeWinp. When vou lHauidated out t) 
i the proceeds distributed 1 ou int 


oh Vour tax returl 
Mir. Otson. | do not believe | did. and J 
ll show that. and my recollection ts that Lad 
Wecouhtiint woul know that 


Mr. DeEWinpb. I show you a doctument de 


fant, Mr Lat cif ia ‘ 
; Umited States income-tax return. an iI \ 

und loss scl of mie a I 
i¢ you recoilect 


Mr. Otson. It looks to me that that 


Mr. DeWixp. N “pr whngeationge shag 


rom Mr. Lane | ’ f that 
ibout LO46 4 


Vir. Ouson. In reevard t 


Vir. DeWinn. In res l to the trent 
lebaum part el ! rit 1 ors 
Vir. Otson. May I ve Sir, DeW 3 
returns that ve eep she fait 

Mic. DeWinyp. Well, | 


Mr. Onson. DTdont know 
Mr. DeWinp. Does it OW © 

tax returns, are you not. Mr. Ols 
\Ir. OLSON. Not very well, 
Vir. DeWinp. Not very well / 
Mr. Otsow~. Noosir: | don’t make up my ov 
Vi De WINp. You m LT liave one Linhe 
vVledge about tax returns. Is this a eapit 
Ir. Onson. It saves so 
| Ty WIND. Does it show ac ipital ga nol 
Mr. Sarrier. It speaks for itself, 
lr. DeWinp. Are you inclined to t! 
the liquidation of that e Hipany asa cay 


i 
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Mr. Orson. I don’t know. The accountant did all of that w 
and I didn’t pay any attention to that, and I don’t want to say si 
thing here that I don’t know about here, and when he comes hers 
can explain all of those things to you. I may be saying something a 
it Is wrong. 

Mr. DeWtinp. Mr. Chairman. may we make part of the record 
the 1945 to 1950 Federal income tax returns of Mr. Olson. subject 
whatever disposition should be made of the matter in any yp 
record’ That is. to have it for the record of ow hearings / 

Mr KING. Are those records made public 4 

Mr. DeWinp. That matter would have to be taker up, but Tt 
that they should be noted formally for our record, so that they 
be made a part of the record for the committee’s consideration 
and deeision on the ipplicab litv of laws against p tblieation 
taken up later. 

Mi Koch. Does not the committee have the iuthor ty al 
power to spect those returns / 
~ Mr. DeWrnp. Let me sav this: I could limit the offer. introd 
the record only the retained copies that Mr. Olson made ava 

isotthe 1946 to 1950 returns, inclusive. 

Mr. Kean. Why the whole return, and could we not put in just 
portion of it? , 
~ Mr. DeWinp. I think that there are other portions of the returr 

ie committee will want to consider, and to have them as part « 

it avatlable in the light of any testimony Mr. Lan: 
ind in the light of the fact that Mr. Olson said he 


fy about the returns. 
* Kean. You understand w 
returns public, and 
cep 
Mr. DeWrnpb. These are returns t 
mself, 
Mr. Kean. Under subpena. 
Mir. DeWinpb. Any decision can lx 
ong] t tobe mack a part of the record 
Mr. I LN. We wiht to respect the con ficl lie eof tl eretur 
Mr. Keogu. May I reserve my rights to object to the in 
hose returns ? 

Mr. Krxe. You may. 

Mr. Otson. May I speak to counsel ¢ 

Mr. Kren. All right, Mr. Olson. 

Che witness conferred with counsel. ) 

Mr. Otson. Thank vou, Mr. Chairman. 

Mr. DeWrxp. After you severed your connection with the A 
baum Interests, did you have any continued business transaction 
Mr. Applebaum ?¢ 

Mr. Orson. No. sir. 

Mr. DeWinp. Well, did you ever borrow money from Mr 

ium ¢ 

Mir. On-on Well. ves, sIr. 

Mr. DeWixp. How much mon d you borrow from Mi 

tilli 

MIr. Onson. S17.500 

Mer. DeWinp. Was that a single loan of S17.500 ? 
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Mr. O1son. Yes, sir. 

Mr. DeWinpb. When was that loan negotiated 4 

Mr. OLSON. On December 51. I believe it Was, 1947. and I called ut 
Mr. Dowling and told him last Friday. 

Mr. DeWinp. Was that after Mr. Applebaum had discussed with 
you our request to have him appear before the committee / 

Mr. Otsox. Would you repeat the question e 

Mr. DeWinpn. Did you call us to tell us about the loans after Mr 
\pplebaum had told vou he had been asked to ippeat before the 


! 
, 


mumiittee 

Mr. Orson. Did Teall Mr. Applebaum ¢ 

Mr. DeWinp. Did vou call Mr. Dowling- 

Mr. Otson. I called Mr. Dowling, ves, and it was on last Friday 

Mr. DeWinp. After Mr. Applebaum had told vou that he was 

ming to see the committee, the staff / 

Vir. OLSON. No. lL called Mr. Applebaum to tell him IT wanted to 

eet him. and that was a repayment of a loan, that SI7J 

dorsed nhnote to repay him for mohey that he lonned me, 

Mr. DeWinp. That is what T say. and all T was asking was: Did 
you disclose to our committee the fact of this borrowing only after 
Mr. Applebaum had told you that he was com he to see the committee 
tall? 

Mr. Orson. Yes: but Mr. Applebaum didn’t know anything 

Mr. DeWinp. Well, now, when vou spoke to Mr. Applebaum, what 
did you tell him / 

Mr. Orson. On Friday ’ 
Mr. DeWinp. Yes 
Mr. Orsox. Around 10 o'clock T called Mr. Dowling and told tin 


. , 
© ix because | redires ec iV DewmIOry >» alld. Whlell VOU People ase 


rabvout it 


me on August 23. I put in the various amounts of money that IT owed, 

iT I did not mit this amount in. 

Mr. DeWinp. Well, what is the amount that vou owe / 

Mr. Orson. The net amount, at the present moment ¢ 

Mr. DeWinp. Yes 

Mr. Ouson. [think it is 811.500, and T called up the bank. the Co 
Ex hange Bar k, and Mr. Clayton, to get the facts, and the l call 
Mr. Dowling. 

Mr. DeWinp. Had you ever or have you ever borrowed any other 

ms from Mr. Applebaum ¢ 

Mr. Otson. Not that I recall. This was in 1947. and he didn’t lay 

permit inthe ATI 

Mr. DeWInp. ‘| his was after you hquidated ¢ 

Mr. Orson. That is right. 

Mr. DeWinp. Was there another loan of 85.000 / 

Mir. Onso~x. Yes. sir: LT believe it was 85.000, 

Ve. DeWinp. You borrowed another 85.000 from My \ppleba inn ¢ 

Mr. Orson. No. 

Mr. De Winn. From whom did you borrow the other‘ 

Mr. On ON. So Trom Mr. \pple! rum. and Tb 

of 1947. 
Mr. DeWixp. Where was the 817.500 ¢ 
Mr. Orson. T will come up to that. 


Mr. DeWinp. All right. 
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Mr. Orson. Then the $10,000 I borrowed on September 11, an 
paid my income tax on the 15th, and I think it was around 3s, 
something like that, and the other $2,500 I don’t know about at 1 
moment, although the records will show from the accountant, total] 
the SI7.500. And I then gave him a note, or at least I signed a nv 
and he negotiated the note in the Corn Exchange Bank, at Grant St: 
and Norfolk Street, 1 think. 

Mr. DeWinp. The total borrowing from Mr. Applebaum 
S17 500 7 

Mr. Ontson. Yes, sir. 

Mr. DeWrinp. In three installments / 

Mr. Ouson. Yes, sir: as far as 1 remember. 

Mr. DeWinp And out of that loan made in 1947. some S11, 
remains ¢ 

Mr. Onso~. Oh. no. It is about $6,500, or about 86,000, 

Mr. DeWinp. Has been repaid ¢ 

Mr. Orson. That ts right, and the interest has been paid to the | 
most of t. 

Mr. DeWinp. You have paid the interest to the banl 

Mr. Otson. Most of it, and I still owe interest. 

Mir. DeWUnn. Nobody else has paid the interest ¢ 

Mr. Onson. No, sir. 

Mr. DeW inp. Mr. Applebaun is liable for it f vou do not pay 
s that mont é 

Mr. Ouson. Yes, sir. uid’ by he i the Grreat Ne 
Trust Co. 

Mr. DeWinp. Now, Mr. Olson, in connection wit our truck-be 
hipanv, isn't ita fact th it vou company has made direct 
to breweries of several hundred trucks? 

Mr. Onson. No, sir. Your men were up there and checking 
book, with hundreds and hundreds of accounts that we have got, 

ere - ot one sale that shows on those books was ever made tol 

er: they are made throug! 


sales ce 


gh the authorized automobile-t: 
nel ind that is who we bill, and that is who pay us. 

Mr. DeWunp. Well, in connection with the sales of trucks to t 
Leibmann Brewery, you know those sales were to be made; did 


Mr. Orson. Yes, sir: that was started in about, T believe. 1946. 
Ri auraol h i! led it, and | h idl become ch rman of the bon 
ey forming. 

Mr. DeWinp. Well, you formed the policy of selling to brews 

Vir. Onso~. No. sir: and that is not so. 

Mr. DeWrnp. Well—— 

Mr. Orson. Of the thousands of truck bodies that we have 

re woul he less with a potential of probably over BOOM 
than 3 percent of our total that was sold—— 

Mr. 1)y Winp. What is this potential of 20.000 ? 

Vir. Orso~. In New York State: truck bodies. 

Mr. DeWinp. Those are not sales; potential sales? 

Mr. Orsox. For liquor interests only, breweries, liquor inte 
wholesale liquor dealers, and wineries: and of that, less than 3 p 
of our sales went in that direction. through the authorized dealer 
Mr. DeWinp. Weren't there hundreds of trucks sold to Leil 


] 


B 
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Mr. Otson. No. I understand that there ts around 250, 

Mr. DeWinp. Well. would it be 275 or 3004 

Mr. Ouson, [think it could be that, and [think that they are trying 

negotiate for 75 more if we can give it to them, at this moment. 

Vir. Ly WINp. Weren't some trucks sold to the Alpine Wine & 
puior ¢ 

Mr. On son. T wouldnt knew. 

\Ir. Dy WIND. Wasnt the Alpine Wine & Liquor one of those com 
es Mr. Circele said vou said your name could be used with 7 

Nir. Ouson. That is what he said. 

Mr. ly WIND. And you have sold trucks to that compan ¢ 

Mir. Otson, No, sir: we did not. 

Mr. DeWinp. No trucks to Alpine ¢ 

Mr. Otsonx. The automobile dealer, the Chevrolet dealer. sells it to 
; and we dont sell them. and we don't know who it Tha be, and 

ivbe it is Mr. DeWind’s Chevrolet agency, 

Mr. DeWinp. You knew you were selling trucks to Liebmann 


very ¢ 
Vir. OLSON. | \\ ih Wwe could do 1.000 of them. 
Vir. DeWINp. ll T am saving is, you knew it, and didn’t you know 


' you had sold to Alpine Wine ¢ 
Mr. Orson. We did not sell them. 
Mir. DeWixp. | am asking if you knew ¢ 
Mr. Otson. We sold them to the agency, and I wouldn't care where 
y sold them. 
Mr. DeWinp. Did you know that the breweries were buying them? 
li QC)LSON, | hope thev were all Dus ing them thro ih) the agencies, 
ot through the Olson ( orp. 
Mr. DeWinp. It seemed no matter of concern to you whatever / 
\lr. Ouson. | would te ire, as long aus they sell them thro rt) the 
mnobile agencies, and LT wish that they would buy 10,000 more a 
Jif wecoulds ipply them. 
Mr. DeWinp. It seemed to you if you just put a company in between 
would sell the chassis, that that msulated you from any lnpro- 
es in selling the trucks to the brewerles / 


Vir. Otsox. Oh. no, r: we went right through the dealers, and if 
il | do it we wo ilar ! have ans business, 
\Ly 1) WiuINnp. Now. ta Tact that vo 1 ade te le phot e call to the 
nann Brewery to thank them for their purchase of your trucks? 
Vir. OLSON, Not that | res ill. 
\Iy 1); Wiunpb. You iO hot recall mak ne sue hacall? 
Mir. Otson. Not in regard to that, and they have called me several 
I might have ret irned a eall, but not on truck bodies. 
Mr. DeWinp. Do vou have anv salesmen who get in touch with 
late purchasers ¢ 
Mr. Onsen. Yes, sit 
\ir. DeWixp. Do vou trv to sell the ultimate purchaser ? 
Mr. Orson~. In assistance with the authorized automobile IeNcy. 
Mr. DeWrxp. But vour representatives go out and contact the 
seeps ¢ 
Mr. Onsen. T imagine at times thev do 
Mr. DeWinp. All right. do they say, “We represent the J. B. E. 


C‘orn. , 
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Mr. Ouson. I can’t imagine anything else they would say. 

Mr. Dy WINp. Now, when they FOTO A brewery and say, “We re} 
sent the J. B. E. Olson Corp.—— 

Mr. Ouson. May I speak to counsel a minute, Mr. Chairman / 

Mr. King. You may. 

(‘The witness conferred with his counsel. ) 

Mr. Otson. Thank you, Mr. Chairman. 

Mr. Sarrier. Mr. Chairman, may | introduce to the committee \ 
Kleinman, who is associate counsel / 

Mr. King. Yes. 

Mr. Ly WIND. When your salesmen contact a quer COMP AU \ 
brewery, and say, “We represent the J. B. FE. Olson Corp.” do 
consider that as in one sense a direct sale / 

Mr. Ouson. Not at all: they cant make it, except through the 
thorized dealer. 

Mr. DeWHUNb. They have to sav, “We would like vou to buy ati 
hoady, but you have to go over to the Chevrolet agency and they 
erive t to you”? ) , 

Mr. Orson. They cannot pick the agency. 

Mr. DeWinp, No, any Chevrolet agency. 

Mr. Obson., They might do it, and you know what salesmer 
and Tam one myself, I hope. 

Mr. DeWtnp. Now, no direct sales is what you are saving, but se 
very direct contacts. 

Mr. Otsox. Never through me. 

Mr. DeWixp. Now, Mr. Olson, you send out your salesmen, ci 
yout 

Mr. Otson. Mr. Speilman, the executive, does. 

Mr. DeWinp. Aren't vou the policy taking person ‘ 

Mr. Otson. Mr. Speilman directs that. 

Mr. DeWuLnp. You have rot a pohey not to sel cl snlesmen ( 
brewertles / ; 

Nir. OLSON, | would: t eure { al oft the brewerles bought 
throueh the Chevrolet dealers, or the White Motor Car Co 
would be tickled to death. 

Mr. DeWinp. You wouldn't care if vour salesmen went to 
liquor company in vour district and said, “We are the J. B. E.O 
people, buy our trucks” / 

Mr. Orson. To the best of nay knowledge, when T was the } 
the A’l { . they had no such instruc Lions. 

Mr. 1); WHUNpD. ‘| hye y were not instructed to contact bore werles 

Mr. OLSON. There were ho such Instructions to Say | was the 
of the ATU, “now buy the trucks.” To the best of my know 
they never had any such instructions. 

Mr. DeWinp. Did vou ever send out instructions that they 
not contact liquor companies under your jurisdiction 4 

Mr. Ontson. I never could think that that was ever necessary 
knew me too well, the organization. 

Mr. DeWinp. What did they know vou too well about ? 

Mr. Orson. That 1 wouldn't stand for anuvthing like that. 

Mr. DeWinxp. Mr. Olson, by your own admission vou mad 
to breweries for Lithofold. , 

Mr. Otsox. You are talking about Lithofold and Ruppert. 


/ 
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Mr. DeWinp. You draw a sharp distinetion between trucks and 
printing ¢ 

Mr. Otson. There was quite a bit-— 

Mr. DeWinp. Well, vou feel somehow you can’t sell trucks but vou 
an sell printing 

Mr. Onson. The Terence \ We can sell the trucks to the uoeney. 

Mr Lt WIND. Well. | will accept threat as a fact, thrat Vou doin fact 
rreney and all | ami saving ts that you 


ell them to the Chevrolet 
\\ hy ( 1} 


establish direct contacts with the name of your corporation, 
s your name, with liquor companies and breweries and so forth. 
Mr. OLSON. May l spe ak to counsel, please / 
Mr. Kine. You may. 
(The witness conferred with his counsel. ) 
Mr. Ouson. Thank vou, Mr. King. 
Mr. DeWinp. Now, vou sold trucks to Liebmann that vou knew 
wut, and you sold printing to Alpine and you sold trucks to Alpine, 
nting to Ruppert and to Austin Nichols, and then 


d vou sold pri iv 
( chow you ay that yvour salesmen would know that you nevel 
ould tolerate that k nd of thing. 

Mr. Q)LSON. Lhe avencles sold the truck bodies to whomeve1 thes 


iw fit, because it was the best truck body on the market. 

Mr. DeWixp. And your salesmen pitched in and helped. IT am 
trving to vet at this: There was print Ing ana you could contact hquor 
companies for printing, and you could contact liquor companies for 
wks, but somehow vour salesmen, they would never think of that, 


t? 
nd they had a different standard than was set by the policy-making 
rrrbnnan 4 
fr. Orson. We have already vrone over about the American Litho 
fold Corp., and in regards to the trucks, the salesmen did not contact 


except work with the Chevrolet agencies in regard to selling. 


Mr. DeWinp. Are you suggesting in any way that your sales 
not directly contact breweries and liquor companies ? 

Mi Q()LSON, My salesmen never even knew tiiuat | Wits udssociuted 
hthe American Lithofold Co.. and it was understood, 

Mr. DeWinxnp. Mr. Olson, T didn’t ask you whether vour truck 

hing to do with the American Lithofold. 


estnen knew vou ret avi 
hat vou 


All T said) was: Are vou trving to say In some vague wav 1 
csnlesmen did not contact breweries to sell trucks / 

Mr. Orson. Not specifically, and trade on my name 
Mr. DeWinp. But thev said “It is the J. B. FE. Olson Corp.” ? 
Mr. Orson. That is what it is. 
Mr. DeWinp. That would be different from saving, “This is Mr. 
B. E. Olson.” and it is the corporate entity ¢ 
Vr. Q)rSON, Phe, nevel traded On mV hame as being the head of 
e ATU, 


Mr. DeWinp. Well. isn’t the very fact that your hame ts the cor 


rate hiame. ana thes dol | hy ve to know hi more, do thev / 
Now. Lam trving to follow this verv involved line of demarcation 
d distinction vou have set up, and apparently vour salesmen, you 


if a salesman came 


t confident. would ne create anv such lines, mad 
toa liquor concern and said, “We are from the J. B. E. Olson Corp..” 
or “We are from the JJ. B. E. Olson Truck Sales Co..” do you think 
the officials there would say. “Now, J.B. E. Olson, who is that ?’ 
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Mr. Orson. If they thought that—may I speak to counsel ¢ 

Mr. Kine. You may. 

Mr. Orson. Thank you, Mr. Chairman. 

(The witness conferred with counsel. ) 

Mr. Oxson. Thank you, Mr. Chairman. 

[ can’t talk about what is in my salesmen’s minds, and I don’t ki 
what they would co. 

Mr. DeWinp, I wasn't asking about what was in your salesme 
minds, and all Iam saying is, if your salesmen came into a comp 
and said, “We are from the J. B. E. Olson Co.. and we would lik 
sel] you some trucks.” do you think that the people in the brewer 
the liquor company would say, “Now, who is J. B. E. Olson’ H 
we ever heard of him?” Or would they say, “Now, J. B. FE. O! 
why, that isthe Aleohol Tax supervisor for our district” ¢ 

Mr. Ovson. If they did that, we would probably have sold hund: 
and hundreds of more trucks to breweries and wholesale liquor d 
ers, instead of only 3 percent out of thousands. L had nothing to 
with the management of it whatsoever. 

Mr. DeWinxp. Would vou read back Mr. Olson’s last answer, 4 
Reporter / 

{ I enanswer was read by the reporter, ) 

Mr. DeWinxp. When you say that, Mr. Olson, is that a du 
recognition that you have the power to force trucks on liquor 
panies under your jurisdiction / 

Mr. Ouson. No, sir. 

Mir. DeWINpb. Didn't vou say “The use of our name would | 
sold many, many trucks” ? 

Mr. Ouson, | hoped it would. 

Mr. DeWixp. You hoped it would ? 

Mr. Orson. If it was done, it certainly wouldn’t have only | 

Mr. DeWrnp. You feel if it had been done—— 

Mr. QC)LSON. And we never sold the | percent 5 the agencies 
them. and we— 

Mr. lt WIND. But you recog! ize that had you pi t on the pre 
you w ould have had a grand success / 

Mr. Orson. | hope it would have been. 

Mr. DeEWtNpb. Strictly on the merits of your truck, of course ? 

Mr. Orson. Absolutely, and the best truck on the market, 
none, 

Mr. DeWixp. But vou did not put on the pressure, and theref 
the sales were a little less 7 

Mir. Orson. Inever solicited, I never traded on my name. 

Mr. DeWrxp. T have no more questions, Mr. Chairman. 

Mr. Orson. May I speak to counsel ? 

Mr. Kine. Youmay. 

(The witness conferred with counsel. ) 

Mr. iN \N. Referring to vesterday’s testimony. where there Set 
to be a conflict in the testimony bet ween vou and Mr. Cireele. 
vou been on friendly terms always with Mr. Circele? 

Mr. (OLSON. Yes, sir. as far as mv knowledge, I am. 

Mh IXy AN. There is noe reason, thr refore, in your mind. wl 
would tell a story that is not true, mn ordet to embarrass vou, 01 
thir gv else? 
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Mr. Oxson. I wouldn't think so, because I mentioned that here yes 
terday, Mr. Congressman, and I mentioned that right here; when he 
vot off the stand I mentioned it right here in the testimony. 

Mr. Kean. This conflict of testimony between you two disturbs me. 
Probably it disturbs vou, too. , 

Mr. Orson. I think more than it disturbs you, with due respect. 

Mr. KING. You may step down. 

Mr. Orson. Thank you. 

Mr. DeWinxp. Mr. Chairman, I am not sure that there will be any 
ecessity to have any further testimony from Mr. Olson tomorrow, 
utitisa little hard totell, and I think he should be directed to rema 
ivailable. 

Mr. Otson. May I say something, Mr. Chairman? IT have had 


ours’ leep last nig I. and | have been up all n elit With this thing, 
nal ] have heer on the stand probably rf hours todav. and Iam orl 


t: and TOMmOrrow, I have to vet ready to Lo down to Senator Hoey 

mmittee meeting in Washington at 10:30, and I certainly need some 

st. 

\I DeWinp. The unfortunate thing is. Mr. Chairman, that Mi 
(ison his hot vel succeeded in) making his rer ord available TO Us, nha 
t is impossible to tell until after we examine those records what it may 
be necessary to do, and had we had the records on Mon day, we night 
have been able to resolve that difficulty. But we do not even have then 

[ also would like to point out that you advised Mr. Olson this mor 

oe that he was in conte! nt of the committee. and the re rds have 
yet been received, 

Vir. Onson. Many I talk to counsel] 7 

Mr. King. You may 

The witness con ferred with counsel 


Mr. DreWuInp. Your Lppearanes I) Washinet ! to ‘| rsday 


t not / 
Mr. Onson. Ye borat at Vy sieep lamtr he to get some ¢ 
fter 50) hours 
Mr. Kiueinwan. | ci t know whether I am permitted to addr 
("} il 
det d, Mr. ¢ i t the bat ie oneer) { 
’ } ( <el fon Omit ves th 
| I These ecore ( ) ss ) rf Nii () ! ecount I i ‘a 
itoaut no tine Tie eel inv obstrueti to the pro =Hed 
this committee for the production of those records, and those records 
e not our possesst it the present time, 
Now, what e tinsel res with these records, these records will be 
ide available just as soon asthe a eountant returns, ay lhe was s ) 
d to have returned or sent some instruction concerning tl vhere 
tsof thes records to lis office somet rie t\ nal clo btless those 


ords will be here tomorrow. But in anv event. if Mr. Olson mav not 
required, the recoras, sinee they are recoras, 1] peak tor thel 


lves or perhap the accountant would be able TO exXpDintil! them. 


Now. 1f counsel des rs Nir. Olson 1 acl lit oOontrothe re ras. ] t | nk 
rst that the records should be here, or there should be some reasonable 
pectaney that those records will be here, so that in the meantime Mi 
) need 1 f bn ed a ly i? ‘ ore the rest t | d 
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Opporvunity, after this long eXamiination, to rest, and to ay ull iim 
the elit to refresh his recollection on some of the cletails, perhap 
In any event, he must prepare to go to Washington, so LT submit t 
is a matter for the Chair to determine whether Mr. Olson sho 
return, or W hether these records should come here first. 
Mr. DeWinp. Might Task Mr. Kleinman a question ¢ 
Mr. Kleinman, Is if vou understanding that the committee 
reasonable expectation ot haan er its subpens obeved ¢ 
\Ir. KEFINMAN, lL have been so advised by NI Sattler. 
Mr. 1) WiuINpD. What constitutes a renksol able ( Xpect itions 4 
Mr. Kiueinuan. If vou will permit me to ask him again. T nog! 
ble to answer that. 
Mr. Sarreer. Well, T understand that Mir. Landa as | inform 
mittee, this afternoon LT was to call Mr. Mann at 5: 15. but 
recess here until 60% ke ek, i} cl hy that time at Was too leat 
His rel in the meant Hie, l understand that Mi \I 
called the home of Mr. Olson. and sagvaih gong to call his home 
11:50 tomeht, and ipparentlhy n connection with the message 
cle] vered to him. 
Mr. DeWinp. What is the difficulty, Mr. Sattler. about having sor 


body from vour oflice, vou or Mr. Klemman or somebody, walk uy 


that firm and say," You have Mr. Olson’s records in vour files, they 
il] labeled Pe 13. I. ( Ylson,. ana for he iven's sake. rive them to us’? 
Mr. Sarriter. If Mr. Mann cannot find them, how ean T tind the 
Mr. 1) WIND. The work sheets, you sid he could hot find. 
Mr. Sarrier. There must be one file 
Mr. DeWtnxp. The subpena has a long list of files——contracts, 
ments, , 
Mr. Sarrier. T do not know how they keep their records ther 
lf don't know whether it is all in 1 folder or in 10 folders, or 3 diff 
ent part: of the office, and | don't ky ow the answer to that 
Mr. DeWinp. You are a lawyer, are vou not? You are a 
ind in your office if you have files of a client, are they very diflicul 
find, and does it require a lawvel fo go, o1 clo il file « lerk do t¢ 
Mr. SATTLER, If I had a record on you in my oflice, I could find it 
Mr. DeWinp. It is just bevond comprehension 
Mir. Kurinwan. I am sure it should not be charged against M 


()lson or counsel. 


Mr. DeWtnxp. Mr. Olson is under subpena to bring here rec 
nder his cor trol, and the records that he has turned over to h 
eountant are records under his control, and has anvbody gone tot! 
office and ard, “Please vive us the records *? 

Mr. Kurinman. I ean’t speak for anybody, and [ do not know, a1 
have not gone to the oflice, and I have not had a chance. 

Mr. 1) WIND. Have you clirected anvone to go? 

Mr. Otson. We called up twice today. 

If 1 went up, [| wouldn't know where to get it. 

Mr. DeWinxp. At least, you could get what could be found. 

Mir. On SOON, If you came Into my otlice. | would have to get my 
tary to find out where it was. ; 

Mr. DeWinp. That is precisely what it is: Mr. Landau is in All 


but the secretaries are there, and the file clerks are there, and [1 


) 
t thing. 





‘1 


Mr. KING lt does, Mi (son. pose i Hieudt 
harman to decide. It is trun that I 
uuple time to have complied with tl 
request that you not be called in e 
een Tet, Vou are | 
Ct, 


Ni 


place, to say 


i 
Tar cher ( 


iivethice on f e prt 
\I KiLrINMAN. VW 
Co fers ie | of 
Mr. KurinmMn. 


Misht. 


be in S@ssionh here, and we 


as We Ca 


Mr. King. 1 am going to sugge- -. Mr. Kle 


will determine for Mr. Olson whether or not it DOs 


under the circumstan es it will not be ul reasonable for the committe 


to expect that by 10 o'clock in the morning the 
The recora } st i 
Mr. Otson. TT) 
Mir. Kurinaan. \W 
Mr. Ouson. | pros 
Mr. KING. Very eood 
Mr. Sarruer. Pursuant t subpena, we 
that are still on the desk here, and \ 
mmittee on those records? Are they to b 
Mr. DeW rnp. They will be returned as soon 
poses are served. 
Mr. Kine. The committee will recess 
morning. 
Whereupon, at 9:20 p. m., 
Wednesday, September lv 


ut 


provbleps 


ou 
Lor 


“eye! 
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WEDNESDAY, SEPTEMBER 12, 1951 


House or REPRESENTATIVES. 
SUBCOMMITTEE ON ADMINISTRATION 01 
rug INTERNAL Revenvur Laws or TH! 
CoMMITTER ON Ways AND MBANS, 
Vew York, N.Y. 
w subcommittee met at 10:50 a. m., pursuant to recess, In room 
4 of the Federal Court House Building, Foley square, New York, 
1 Hon. ( ‘ec! R Ix gy (6 h tirman ol the subcommittee ) presid nye. 
Present: Representatives King, O'Brien, Keogh, and Kean. 
\lso present: Adrian W. DeWind. chief counsel to the subcom- 
ttee; Bruno Schachner, special counsel: Stanley S. Surrey, special 
nsel; Charles S. Lyon, assistant counsel: Donald Schapiro, assist- 
t counsel, and Joseph H. Flom. asststant counsel. 
Mr. KING. The subeomimiittee will now come to order. 
We will call Mr. Man: 


Do vou swear t 


1 PONV Vow nye rbot to vive to t} = come 
will e the ft thi. ole trut 
! , 
eip vou Groa 
Mr. Mann. I ck 


STIMONY OF RICHARD MANN, ASSOCIATED WITH THE FIRM OF 
FRED LANDAU & CO., ACCOUNTANTS, NEW YORK, N. Y. 


Mr. DeWinp. Wit respect to this witne . Mr. Chairman, with 


r peri on, L will have special counsel, Mr. Schachner, question 
\Ir. KING Ver Wwe 

Vr. Scuacuner. Mr. Mann, what is your full nar please @ 

Mr. Mann. Richard Mam 

Mr. Scoacuner. And what is your occupation, sir 4 


Vir. Mann. Certified public accountant. 

Mr. Scnacuner. And are you associated in any way with the Fred 
Landau Co. / 

Vir. Mann. It is Fred Landau & Co.: Fred Landau & Co. 

Vir. Scnacuner. Now. where is Mr. Fred S. Landau 7 

Mr. Mann. I believe at the present time he is probably at the 


Mr. ScuacuNner. Are you familiar with the fact that Mr. Landau 
eceived a subpena to a} pear before this subcommittee / 

Mir. Mann. IT was the one who received the subpena. Mr. Schachner. 

\Ir. ScpacuNner. Well. now. are you the man who is most familiar 

h the matters called for to be produced by that subpena ? 


Mr. Mann. Yes, sir 
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Mr. Scuacuner. It is not Mr. Landau who 
those matters: is that right ¢ 

Mr. Mann. That is right. 

lr. ScuacuNner. Well, now. when 

Mr. Mann. Monday, about 12:30. 

Mr. ScuacuNner. And prior to Monday at ly 
(LISCLUSSIONS W thy anybody about The product i) 
for by that subpena ¢ 

Mr. Many. I had a discussion wit! 

Mr. Scuacuner. In that discussion 
record led for by the subpena 

Mr. \I NN. l beheve at that time, the reque- 

me-tax returns of Mr. Olson. and cert: 


/ 


th any companies which Mr. » 


cHNER. Would vou plea 
uve dificultv hearing 1 


And ¥ promised Mi 


iNeER. Now, 
Volcdo nboul tr uy 
We mmeciatel 
tte the fact it w; 


} 
‘ 


= our mayor prot 

HNeR. If you will just des 
1 _ 

Vell. ovel 


entire olliee, 


er. Well, now w 
ets vou have / 

Well, we probably 

bly 7 or 100 additi 

Mr. Senacuner. Now, if vou wished to locate files pertain 
let us say, James B. E. Olson, how would vou go about it 

Mr. Mann. Well, regularly, it would be checking the records 
current tax files, and cher king the the records—— 

Mr. SCHACIINER, Well, hever mind the che king of the record 
just want to know how you would find—forgive me, sir, the court 
porter cannot get us both at the same time—I would just like to k 
how vou would locate a file dealing with James B. E. Olson? 

Mr. Mann. By looking into the tax and regular files, and also lo 
Ing into certain of the old files to try to locate it. 

Mr. Scnacuner. Now, start off with the tax files. and how w 
you go about finding the filing cabinet where the tax files are. and h 


long would that take you? 


? 








te the fil 
Mir. Manx. Wel 
Mr. ScuracuNnerl 
W iong didi itt 
Mr. Mann. Si 


tai. « 


Vir. SCHACHNE! 
. th) t byprcy fil 


Vir. ScrACHNER. 


vo through many 
Mr. Mann. Po 
fo have vou com 
ed around where we have no room 
Mr. ScHacuNnenr. 
thttion . clu 
tee represents, It 
i did diligently to comp! vith ‘ ~ubper 
Mr. Mann. We have: awkward filing 
quite a while. 
Vir. Scnacuner. Well 
You just go and look 
tbetically until vor 


‘ ‘ 
i+ 
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Mr. Mann. No. 

Mir. SCHACIINER. And it can be dlone, if there is eood will, Ina 
minutes ¢ 

Mr. Mann. There was good will here, I assure you, sir. 

Mr. Scuacuner. ‘That, sir. is a conclusion which we are gomg 
irrive at slowly. 

Now, on Kriday afternoon, I think that vou say, after an hour 
half you had finally managed to run down the alphabet and these fi 
Were Ih VOUr POssesslon y 1s that ri ht ? 

Mr. Mann. The tax files were in 

Mr. Scnacuner. All right. 

Now. What h ippened with these tax files subsequently > what did 


“ 
hi POSSeSSLON | yes, sir. 


do with them # 

Mir. MANN. I tlled Mr. Flom i oO: Oo. areal be hac gone, and I 
to Mr Sv hap ro, and I believe I told him that IT had the retu 
hat vias @ tl ‘turns, but that by Monday mor 


them tovethel ina Vil lnble for 


Mr. \CHNER. Just a mot t \s | derstood you to s 
VOU Corre I ium mistaken ibout that, as LT understood you t 
itteran hh “tba half vou had thes files in your hands, 

Mir. Mann. Lam referring to my notes, and | evidently did not 
tll of them at the time. 

Mii SCILACTINER., Well. me w, did vou offe1 


you had then in vour hands ¢ 
Mr. Mann. Specifically, 1 do 
Mir. Scud mre os ne \ 
NI) VEAN Se | pbeneve | told 


7 ; 


»~TONn ver { e® Torcncoming 


it time 
Mr. Scuacuner. Whatever ve 

x wv, sir. Lam speaking rig 

Mir. Sarreer. Mr. Chairman, may the w 
wer th ‘stion ¢ 

Mii N CITINER., » ic s the 

‘ “the Mrn tdadlress the 

posed to rise without requesting the ] 

Mir. Kine. Pro eed, Mr. Schachner. 

Mr. Scuacuner. | will withdraw n 

Whatever t was that vou said, you didn't 
the files: did you? , 

Mr. M ANN. No, sir. 

Mr. SCHACHNER. Now, what did vou « 
week end ? 

Mr. Mann. They remained in the office. 

Mr. Scuvacuner. Were you there? 

Mr. Mann. No,sir. 

Mr. SCIACIINER., Was it feasible to send the files down here ? 

Mr. Mann. It was after hours on Friday, already. 

Mr. Scuacuner. Well, now, sir. was it your impression that 
ubpena calls | 


tO?! compl aunee Only ain ne oflice hours? 


Mr. \I NN. At that time, we had ho subpena. 
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Mr. Scuacuner. Well, isn’t it true that that conversation was sup- 
osed to serve in lieu of 2 subpena, as this committee generally pro 
eeds with reputable people ¢ 

Mr. MANN. I have ho iden whit the procedures are of the Cot 

ttee, but at that moment there had been no mention « f subpena by 

yone, and this was merely a matter of general cooperation with 

e committee. 

Mr. ScnHacuner. Now, sir, I will ro back for a moment in t me, 

or to that Friday afternoon conversation with Mr. Flom. had 


i received Instructions from anybody to produce records here ¢ 
Mr. Mann. T hadn't, and it is quite possible that Mr. Landau may 
ve, ; 
Mir. Scroacuner. Pad anvbody spoken to you about instructions to 
oduee records her 4 
My. INN. NO, SH 
Mr. Scuacurner. Had vou not lanv activity pertain to 
{ e produ ( rto Friday afterno make 
Mir. Flom ¢ 
\I \] Ni 
\j =* } t " { { 
yever va \« H I ( ( ‘ } l ‘ ‘ 
to pl rece s here / 
! \l Ny. J 
\! Cc] P ~ \ : PSA 
’ Tel , 
Mas I: j 
\j sci ( ) ( 
\I \ , nitt nd ( / 
l I . | et thre 


J 
~ 
< 


imber of call 


Mir. Senacuner. You did # 

Mir. Mann. Ye 

Mr. Scuacuner. When did the t one come in? 

Mir. Mann. I believe the me » sometim 

Mr. Scrracuner. At t time thre orning? 

Mir. Mann. I don’t reeall, sir. 

Vir. ScuacuNner. Do you have any records of those ealls? 

Mr. Mann. Not all of the calls. I was keeping a record of the 
from the comumitt e, and % hat | had do onnection with 
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Mr. Mann. I don’t believe so solne memos On it, ane 
have one memo of acallat Ll: 15: and other than that but L do kne 
| received th obtin ber ol enlls, il a it Was more than one vesterday. 

Mr. SCHACIINER. Well. did vou get one before LL: lo vesterday / 

Mr. Mann. Tam afraid T don’t recollect, at the moment. 

Mr. SCHACHINER Well. now, sir) mut rprathe labornte re 
au to telephone (*! which vou Were 

Mr. Mann. This wasn’t telephon 
wit what I was dome, particularly 

Mr. Scnacuner. Well. no 
did vou not 

Mr. MANnn 

Nin scl | 
Mr. Mann. De 


j 


higiit 
Mir. Mann. No, sir 
Mir. ScmacuNner. Yor 
Mr. Mann. No 
Mir. ScurAcin 
Mr. Mann. No, 
Mr. Scnacuner 
yrroduce them on S 
Mir. Mann. No 
Mr. ScuavcuNner 
Sunday / 
Mr. Mann 
Mr. Seu 
subpena was s 
Mr. Mann 
Su ~ nik. 
Mr. Scuacuner. Yes 
Mr. Mann. And at that time IT told him that T ] 


! md the reta 
copres of the ede } 


returns, that IT had certain of them. and in 
ciseusston with him he mentioned the fact that mm ordet to protect 
pos tion, and ton ake it fully official, that he would have a subp 
prepared by T tie ommitttee. and that Lrepresentat ve of the ecomn 


it 
! 
| 


would he no Ties ipproximately |») 


h id 





Mr. Scuacuner. Well, 

iittee did appear; did he 

Mr. Mann. Yes, sir. 

Mir. SCHACHINER. lid you turn over the reeords to him 
Mir. Mann ae ren ect th ! ords: | howed him the records 


told Pyddea th » we i? rhe’y’ poe il ar positton. not bn r¢ i 
I 


/ 


i 
tomed to w ’ were connection with ein’ 


Olne-tax revue chent. an we had submitted the question 


our attor ; \ it th { checking. had Mr. Ri lv. of 


COMM, Ttee, 


it I Oped that vou would ! “ sition from 


omnt of View, and that 
(| | sioveste ut that tippy 
Mir. Scrracuner. We do 
letail. sir. 
Mir. Mann. 
tturl them ove 
Mir. SCHACIINER 
portant tor it 
Mir. Sarriurm:. Mh 
sine € 
Mir. Kine Al] 
Mr. Mann. |] 
{te fuss 


Mr. Scnacuner. Well, 
irkable cone] ston, ff 

that not right ? 

Mr. Mann. No, si 

had reached the co 

ubmitting it to the 

Mir. ScrrAcuNner 


le 7 


MI ANN. 
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Mr. Mann. No, sir. I also produced such records as we were a 
or such books as we were able to find on certain Geffen Industries, ly 
whi h Mr. Reilly eXamined at the office. 

Mr. Scnaciuner. Did you produce anything else in compliance vy 
the subpena ¢ 

Mr. Mann. Not at that time, sir. 

Mr. Scuacuner. Now, since that time, and this morning, have 
produced anything in compliance with the subpena ‘ 

Mr. Mann. Yes, sir. 

Mr. ScuAacuner. What ? 

Mr. Mann. Yesterday, I had delivered to your committee thi 
tained copies of the New York State income-tax returns of Mr. © 
for the same vears, 1946 through Lfhous and this morning | have 

Mr. Scuacuner. [ would rather not have you list this mort 
papers now. 

Did vou produce anvthing else, in et mphance wit 
until this morning / 

Mir. \I ANN. Lhe New York state tax returh,. reta ned Optles 

Mr. Scuacuner. Nothing else / 

Mir. MANN. Nothing else. 

Mr. Scuacuner. Now, how long did it take vou to find those 
York State tax returns ¢ 

Mr. Mann. That was a misunderstanding. I believe. I don't k 
whose fault it Was, but on Friday, when | spoke to Mr. Flom. I 
not get the impression that the New York State tax returns we 
be require ad, too. Th id understood at that time that only the ede 
tax returns were necessary, and I so told Mr. Reilly on Monday: 
] told Vir. it ly that l would cet those New York State tax re 
through to the committee by some time Tuesday. 

Mr. Scuacuner. Now, the subpena called for the tax ret 
it not / 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. How long did it take vou to find those / 

Mr. Mann. Well, frankly, I was not in the office the entire } 
but when I returned Monday or ‘Tuesd LV morning, I found tha 
had Deel lo ated, nnd some of them had heen lo ited, iB cl we l 


lev Tea tive bal thnice of them Some time mn the ¢ uly riterhne 
list wis Sor is We vot the entire bune} tovether we sent thet 
to your ollie 

Mr. Scuacuner. Do T understand vou correctly to say. sir. 


fook almost a day to locate the ret rit l copies of the New Yo ’ 
tax returns ‘ 

Mr. Manx. That may not be, but that was when I received thet 
the oflice staff. 


Mr. Scuacuner. * 


vow. as T understand it, vou were in t 
Tuesday, and your office had not vet found them all: and the 
time later on Tuesday, the remaining ones came trooping 
should like to ascertain from you whether you file the Ne 
State income-tax returns—or, rather, the retained copies ther 
sucha wava t takes almost a lity to find them ¢ 

Mr. Manx. Those are the facts. Mr. Sela hner, and IT cant 
them, and that was the time when I received them from thx 

Mr. Scuacuner. Well, now, sir, when you received the 
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what instructions did you giv 
by the subpena / 

Mr. Mann. I told them to 
he office, to determine what 
ubpena. 

Mr. Scnacuner. Now, did 

Mr. Mann. Well. natural 

Mr. Scuacuner. I would 

Mr. MANN. Yes, Sil 

Mir HNeR. .A 

took them a 
t rieht / 
Ir. Mann. They 
ill, | cid not see 


SCTEAG 


} 


i 


\ 


hyent UN 
ait 4 


Mir. SCHACIINER 


Nin NIANN In one of the o 


it hot vet Deen pla 
Mir. Scnachiner. Now, 
45 return, here now 
Mir. Mann. Yes. 
Mir. Scuacuner. Cor 
Mr. Keogu. Is th: 
Mr. NWN. IT have her 
tax for Mr. Ols 
tax re 
HINER. 


ec 


ie 
Sil 

“dt VO 
‘a, ate « 
Mi 
returl 
ite TCO tu I 
Mr. \l i\ 
e two papers ih res} 
Now. vettil u 
iit miatt 
tIphabet 


PSCrLAd 


er to 
al orden 
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properly 
Mann. Inp 
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\I: 
M 


LACTINER 
Yes: 


HINER 


Ir. MANN. 
SOorrA 

ere you placed files: 

Mr. Mann. That 

t sta 
our re i] oldl material 
have 

Mr. Sei 


sent momen 


rt! 
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Ner. N 


\ prery I 
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Nir. SCILACHNER, Now, Ihh which of the six on eight places where \ 
Improperly lile things were those located / 

Mir. Mann. I don’t much like the “imuproperly file.” Phe W 
properly filed, but let us say not filed in order. These work papers a 
Mr. Olson’s checks and statements were not with the regular fil 
they were in Mr. Landau’s room under lock and key, and Mr. Lan 
did not come back to the office until this morning, at which time I 
ible to get the work papers, and the cheeks, and I brought them do 
ere LOW. 

Mr. SCIHLACTINER. They were in Mr. Landau’s office—alid I hear 
properly ?—iunder lock and key ¢ 

Mr. M in NN. Yes, sir. Well, everything in his othe eis under low k 
key. 

Mr. Scuacunerr. Now, what kind of lock and key storage faci 
toes he have in his office ? 

Mr. Mann. He had one drawer for Mr. Olson's personal pape 

Mr. ScracuNner. Now, just let me get this right. As TL underst 
ie what the subpena called for. and what Vou say could ‘t he loc 
easily, were your work sheets, among other things, and his pers 
hecks, did you say 4 

Mr. Mann. Yes, sir. 

Mr. Scnacuner. And these were kept under lock and key in M 
Landau’s office: is that right / 

Mr. Mann. In an old locked desk in Mr. Landau’s room. 

Vir. SCHACHNER. How long had they been there under lock and 

Mr. Many. From time to time, they may have been taken out, 
they were taken out for use in preparing Mr. Olson’s returns 
thev eventually always got back into that drawer. 

Mir. Scuacuner. Was that drawer marked in any special way 

Mr. Mann. No, sir. . 

Mr. Scuoacunerr. Did Mr. Olson ever give vour firm instruet 
that his papers are to be kept under lock and key / 

My VIANN. No, sir. | mav say that all of our papers, to the b 
roabil tv. are Ul ler low k and kev. il cl Whiell We leave the office, 
les ite closet s , 
Mr. Scuacuner. I take it, though, t 
which all of the parthers have access: is that not right 4 

Mr. MANN. Phat is not right. sir, and I don’t have a key 
file in the office 

Mr. Scuacuner. Well, who has the kevs to the files in the office / 

Mie. \VIANN | belre ve one of the offi e secretaries 

Mr. Scuacuner. But this matter about Mr. Olson’s tiles, that 
ery a fferent Lli- files were kept under lock ana key in Nii | 


hat is under locks and 


} 
/ 


datu's cl 

Mr. Mann. Thev were kept under normal safeguard in Mr. I 
dau’s room. 

Mir. Scracuner. Normal safeguard ? 

\Ir VIANN. Yes, sir. We lo k our files at. ioht, and Mr. Lai 
locks his cdlesk at nieht. 
Mir. Scruacuner. Well, now, as I understand it, the normal 
tard is that the see retary locks the tiles up to keep burglars 0 
magine: but here Mr. Landau was locking up something in his 
to keep the secretary out, and possibly you, too? 

VI) \I \NN It just happens to be a normal business custor 

k ove ! e k if nioht, 
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Mr. Scuacuner. It is normal for Mr, Olson’s papers to be kept 
minder lock and key - as that right / 

Mr. Mann. Yes, sir. 

Mr. ScuacuNner. In Mr. Landau’s desk: is that right? 

Mr. Mann. In this particular case, that was the only availab! 
pace that we could tind to pruat Mr. Olson's personal records. 

Mr. Scuacuner. You carefully searched your office, every nook 
d cranny. and only Mr. Landau’s one remaiming desk drawer was 
here in which vou ould put the papers of Mr. Olson / 

Mr. MANN. Phe miigrhit fave been soTmeohe else's papers, and 
ist happened to be Mir. Olson’ papel 

Mr. Senacuner. Tf vou had added these papers, which I see ove 
there on youl des 10 your 2 neral oflice files, you would have hy id to 


eep the door open at night, because they would be bulging that muel 
that rieht / 
Mr. Mann. That may: he too much of an exaggeration. 
Mr. ScuacuNer. Tam just trying to ascertain the fact 
Mr. Mann. That is practically the truth, sir. 
Mr. Scnacuner. And by a lucky chance there wa 
Mr. Landau’s desk that was still empty, nid Vou pils 
ved to squeeze them in with a shoehorn: is that right / 
Mr. Manse. It is slightly dramatic, but. in faet, true. 
Mr. ScnacuNner. Tam very glad that T managed to phrase 


wha way that vou re ovnize the truth of the situation. 


Now. as a matter of fact. when did vou first find out tl 
, 


pers were kept in Mr. Landau’s desk under lock and key! 


Mr. Mann. When did I first find out? Well, I really 


lidn’t know, but T thought that his papers might be some 


inal | searched, but IL recollected later. vesterday morning, 
| beheve it was vesterd Was it Monday 4 I don’t 1 
hee recelving the Nit, finally determined that t 

ice whi 1" Mir. Olson’ ! | records were ke pt 

Mr. ScnacuNer. From whom did you find that out 

Mr. Mann. From his secretary. 

Mr. Scnacuner. Whose secretary / 

Mir. Manse. Mr. Landau ecretal 

Mr. ScuacuNner. What did she say to vou 

Mr. NIANN. Well. 1. ime to hel and told | 
Olson's personal records anvwhere mn the of 

id to he “Ones here ry tire {} » | untortu itely the stufl Phil 

o actually handled the papers 1 ut of town for Monday an 
| wesdav. and Mr. Lint dau Wis out vesterd t\ Alban \, tra | Wis 
It more or less to my own . ; . Ci these papers 
When | did mention t| to hel he 1) ‘ ‘Vy were In Mi 
Landau’s desk. 

Mr. Scuacuner. D 
Landau’s desk ¢ 


Mr. VIANN No. 


} 
it’ 


Mir. Senacuner. W 
Landau’s desk that m: 
ong time ¢ 

Mr. Mann. No, sir: 


ve been there for quill 
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Mr. ScuacuNner. But vou do not know of your own knowled; 
do you? , 
Mir. Mann. No, sir. 
Mr. Scuacuner. Where is Mr. Landau ? 
Mr. Mann. Somewhere—I don’t know just right now. 
Mr. Scuacuner. Do you think that he could come in in response 

subpena / 

Mr. Mann. I believe so. 

Mr. Scracuner. Well, do you think that you can locate him? 

Mr. Mann. I can try, sir. 

Mr. Scnacuner. By the way, from whom did you obtain the 
to Mr. Landau’s desk ? 

Mir. Mann. From Mr. Landau this morning. 

Mr. Scuacuner. Now, when he gave you that precious key, did 
mve a discu on with him? 

Mr. Many. I told him that I had been considerably embarra 

d that Mr. Olson had been considerably embarrassed by our 
Dene able to produce the records that had be« asked for and that 
Wahted to get them down to the committee just as fast as I Pads 
ould. 

Mr. Scuacuner. Now, what did he say to you then ‘ 

\Ir. \I ANN. lle opened the desk il dl he vave me the precy rs. 

Mir. PSCILLACIINER, Well, was that the first time that vou thace 
cussed the ne eSSITY for produc hn the papers with him 

Mr. Mann. No, sir. 

Ir. ScuacuNner. He knew of this subpena, did 


Vir. MANN. | poke to him vesterday WoOrhnihne. 
R > \ : 
Vir. SCHACHIINER. But didnt he know on | 


“Y 


' 
he not? 


rl been - rved Ol you? 
Mr. Mann. Yes, sir. 


Vir. Scuacuner. He did? 
Mirg Mann. He hadn't | 


Vii 

Mr. Sera 

> eretary \ 

Mr. Mann. 

Mr. ScuacuNer. 


li Hevel t' 


Mr. Maxx | 
\Ir. CRIA 


t 


} 
hnooks 





Mir. Mann. T mentioned that before. 
Mr. Sarrier. Mr. ¢ harman, | don't represent Nir. Landau. but | 
here, and [ hear the nature of these questions: and I don't know 
xacthy what Mr. Sel it: but, if he is driving at a 
ossibility of a punish contempt for Mr. Landau for some 
ne that he hiay binav 
e here to protect Nir. 
intial communication 


mie that somebody should 


( iVvii taker 
iless tl «{ Vir. Lust «| ! tri Nit] ote 


suggestion. been 


Vir. IL ING. ssaittier. a Worepres | Nin May 
Mr. Sarrier. [represent Mr. Olson. But certain 
t in this testimony beeause it dire tly affects Mr. Olso 
roceeding now, apparently on some theory tl 
>and Tsay, if it is ona theory of a possible 

something that he thinks Mr. Tand 


ie, | suggest to the committer tliat Mr. 


der those circumstances, 
Mr. ScuAacuner. May 


! 1 the rules of the ce 


the cotmiittee, 
ur. And unde 
out of order. 
Mr. Kine. The « 
its. Mr. Sattler, 


Mr. Sarriuer. May I 

\Ir. Scracuner. May 

Mir. King. The counsel 

Mr. Mann. May I ask, 

Mir. Scuacuner. You 1 

Mr. Mann. If what Mr 
counsel ol] 


t 


fo iow a 
ive counsel represent 
btain such counsel i 

Mr. Kine. You may: 

] 

Cl. 

ScuAacuNner. May I a 
am rtne gwenera } 
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Mr. Sarrier. I will sit anywhere at all, Mr. Chairman. 

Mr. Scuacuner. May [ask the chairman for a ruling that Mr. 
tler, being without standing, is not to address the committee oy ( 
cupy valuable time ¢ 

Mr. Sarrier. May I say a word, Mr. Chairman / 

Mr. Kine. You may. 

Mr. Svrrier. IT will sit anywhere at ~ Mr. Chairman. <As I sa 
before, this testimony directly connects o1 sooo the witness why 
! represent, and I have just informed this witness he is entitled 
counsel, and Mr. Sehachner is proceeding to question him with 
counsel, 

Mr. Mann. Frankly, Lam surprised I was not told this before, | 
Il would certan ly ask the committee that I be permitted to obtain 
counsel before pre eeding on this line of GQuestionineg. 

Mr. King. You have only been questioned on matters of fact, M 
Mann: and they are facts that have been current: and if you ar 
be }?! {to al V expense in the retention of counsel | frankly do not 
where vou require counsel until you are asked a question that you fi 
as an accountant, would warrant your consulting with coun sel, 

Mr. Mann. All of the ‘se que stions have nothing to do with our be 
accountants, and if the questions were as to facts and figures | wo 

e glad to answer them. But this line of reasoning is evidently me 
to lead to other things, or may. 

Mr. Scnacuner. What do you think it might lead to, sir? 

Mr. Mann. I have no idea, and I am not an attorney; but Th 
heard attor eyVs Speak in this room today; and, listening to both 
you at ad the committee, | think that that is the proper thu u for 
to alo, 

Mr. Senactener. Well, sir, are vi ‘ the impression t] 
11 _. answel fo quest! ons mig ht in some Wit land vou troul 

Mr. wn. Nov si 

Ir. Scracuner. Well. then, as long as vou answer truthfully, v 
do you heed an attorney for? 

Mr. Mann. [believe Dam not the proper judge of that, Mr. Scha 

nd I «do not intend to set is self up as a judge of that: 
heard Mr. Sattler. as a reputable attorney, indicate that vy 
rigy th eh t lead to possible attempt to indicate conte 
ect nes of the committee. 
iNeR. Now, sir. on behalf of the committee. I thir 
t you as to your rights. You have, as all witnes 
ider the Constitution of the United States, the privilege l 


answer any questions the answers to which might tend to ineri 
nate vou. You understand that privilege: do you not ? 

Mr. Krogu. Do I state it correctly, Mr. Schachner, when I say t! 
those questions Lo whi h il witness mioht interpose obiectior migl t 


questions tO W hich truthful answers be eiven / 

Mr. Scuacuner. Yes, 

Mr. Krogu. So that the suggest ion vou made a moment ago t 
the Olving of truthful answers nieht not lend @ witness into tro 
is negated by the fact that the rights to Interpose objection toa (, 
tion are existent when the answers might very well be truthful ? 

Mr. Scnacuner. Yes, surely. I meant to make that clear, 


ite tually I did not mean to make a statement. To was askn va quest 
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if the Withess, whether he anti ipates that truthful unswers might hh 
iy Way lead him into trouble, and then I—— 

Mr. Keocu. You meah asa vel eral propo Lion. But coming, as it 
hid. Ih) your cliscusslon of fits rights Lo seek counsel, | thouelit that 
| would not be becloudi gy the record, but rather clearing “ik 3 rot 
your expert opinion on that paoriit ot law.my port - nips beim tliat 


} ‘ 


i@ COST tional 2 hts to object to what hiteht bea perte thy proper 
yey cane present lw iV 
»ScHACHNER. Yes, Mr. Witness: and if; 


lisacrres With piut Represe 
I 


| merely 
' 
Mir. rsC ELA 


. elcel 
\I VIAN 


Mr. Kine 
Mir. Max 


| 
Mir. Kan 


rt it pers 
Mr. Man 
Mer. Kuna. 
\I \IAN 


Mr. Kine 
ce Vou feel that ve rhe 
VIAN Well, Mros 


\ Ve 


* Mann 
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Mr. M ANN. No. sir. We were t ld that, | believe, the only one 
would be able to entertain any objection to our — 

Mr. Scuacuner. Just one moment. You do not have to tell t 
committee just what your counsel told you. You need not tell t 
committee what discussions vou had with counsel or what cow 
told you, or what you told to counsel. Do you understand that, 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Al] right. 2 i. long would it take yo 


obta neou el] / 


Mr. MANN. | have no wen, 
how. 
Sir. this will. 


fany lenethy adjouw 


| reniiZe that. counsel. 


se me ni hot asking tor al alyo 

ith Mr. Olson’s affairs. 
Mann, for t] 

proceed 1th VO i ; . Wii you nave 

committee yo : ‘pres ted by 

the 


i 


rthe vears [M4 
uNeR. Let the record 


velopes, and their contents. 
Mr. Mann \lso, the analysis 
those accou rthe vears 1947, 
\J scl Let the record 
llaneous a unting papers 
\mong 1 rpers, do Vou ha 
Mir. MANnn 
Mir. Scuia Ner. Do vou 
Mr. Mann 
Mros HEN 
Mr. Mann. 11 
‘Mr. ScHACHNER. 
Mr. Mann. Yes. su 
Mr. Scuaciun 


you whether vo it Parone throug 


bhi. 


oflice. beca 

Mir. MANN. here were none prepared, 

Mir. Scu kr. IT dont wish to pose that question to you al 
pont, been ‘eel that on the question of that locked desk cl 


Vou need c el al «| perhap vou do, Nel | will drop threat 








HACHINER 
put into th 
Vir. Mann. 
Mr. Sena 
Vir. MANN 
Croneties 


metax re 
Mir. ScrraAcuNeEr. 
Mr. Mann. No, sir. 
Vir. Scuacuner. Dir 
Mr. Mann. Yes, sir 
Vr. Senacuner. W] 
ictions 4 

I MIANN. lon 

rs 1947 to 1950, 

ScHACHNER. Now, s 
h vour firm made out, I 
| ne,” Now. how did 
re did you get that 


Maxx. Well. int! 
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Mr. Scuactiuner. Tam talking about the year 1945, now. 

Mr. Mann. I would say that that probably—I would say that t] 
was a result of information given by Mr. Olson. 

Mr. Keoau. Excuse me, Mr. Schachner. Will vou do me the fave 
asa member of the subcommittee. to adv ise me as to what the law 
with respect to the committee’s rights to inquire, in public hearin 
with respect to any contents of any taxpayer's returns, and the rig! 
of persons to whom such questions might be clireeted / 

Mr. Scuacuner. Well, sir, in my opinion, the law is as follow 
Your ‘committee has an unlimited right fo inquire about the retan 
copies of a taxpayer's tax returns. Any limitati 

Mr. Keogu. In public hearings or private hearings, or both / 

Mir. Scrractiner. In my opinion, sire in public hearings, and in 4 

} . Ol hoth. | think the ry mitation on that powe 

= the good sense of t] n ttee members. who 1 

ivulge anv information unless it is absolutely ne 

for the committee’s work. 

Krocu. How does the e ttee, or does : one member 

- committee, know where his good sense can be applied, if he « 
know in advance what the questions are that counsel might put 
ly WHuINp. Ex lise me, ni] Interpose there? 


| t ry f mie 


‘ tition 


if be Ww . “tion with this question, if 


ould have a discussion of it off the record before we vo any furtlh: 
\Ir. KEOGH. | VW ll be dehehted to 

Mir. Kine. OFF the record. 

(Discussion off the record.) 


Mr. Scoacuner. Mr. Witness, I should like hrase the « 


‘ 


Which | hac isked you before, and that Is, Is 1f Vour testiny 
he income from sundry wagering, which 
Mr. Olson’s 1945 tax return, to which Mi 
’ vesterday, that vou arrived at the sum, 
¢ information from Mr. Olson, not 
records: is that right? 
Mir. Mann. That is right. sir. 
Mr. Scnacuner. And you relied | 
thats eht g 
Mr. Mann. Yes, sir. 
Mr. Scnacuner. And you remember that / 
Mr. Mann. I did not prepare the return, sir, and [T reviewed it, 
] ilo not know from qi stioning the st iff member who clid prepa! 
not now but when it was reviewed, that that w: ly nfornmint 
Mr. Scuactiner. Now, sir, there is also contained in this sel 
wv) some stutement ibout a promot Ol al eXpense fund rece ved | 
Wine Industries, amountn 
it / 
No, : | ve Ww. . use we were the accou 


CeIVIN 


rto S1I9100, Did vou have records } 


ustries, 
wNER. Then there is a stateme ne. “Tess Amount 
promotional expense.” and did you have records pertaining 
Mr. Many. That was arrived at from a compilation of « 
that time, and other records that Mr. Olson had of his own. 
Virw Scmacuner. You menn Mr. Olson had cheeks and records 


‘ . , , / 
( ( } | ‘ hil } - 
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Mr. Mann. They may have been given to us, at the time, I do not 
now, but l believe that all records prior to LY47 were eithe retul ned 
to him, or just remained there; and as I told you— 

Mr. ScHACHNER. Just remained where? 

Mr. Mann. At his home: and as I mentioned before, we started 
keeping actual records. 

Mr. Scuacuner. Please do not go telling us about 
pened—— 
~ Mr. Mann. What I said was this 

Mr. Scnacuner. Thank you, sir, but you see, the committee employs 

e lo judge the relevancy of questions, and | am sure that you will 
save yourself time and the committee time if you just trv to answer 
my questions, without going afield. 

Mr. Krogu. Mr. Sehachner,. iat | interrupt vou at that point, to 
make the observation that in the now 214 days, or 2 days of public 
hearings, I would Say that the committee has delegated to counsel 
complete power to determine what questions will be asked, whether 
relevant or not. So that we are more dependent upon your good 
judement. 

Mr. SCHACH NER. Well, | hope that counsel will hever fail the com 
mittee in exercising that good judgment, but, of course, the committee 
s always here so that they may restrain counsel if we should go too 
far afield. 

Now, just to get this completely straight, do T understand that you 
‘ither never received those records L will withdraw that question, 

Do I understand this corre thy, that you either never received the 
records, or else returned them to Mr. Olson 7 

Mr. Mann. That is right. sir. 

Mr. Scuacuner. And that answer is correct wit! 

45 and the vear L464 

Mr. Mann. Yes, sir 

Mr. Krogu. May L interrupt, and 1 mean not to interrupt you w 


} 


lv, Mr. Schachner, but was not that question that vou just put, 


itually exclusive when vou asked the witness whether it was correct 


} 


it he had not received them or returned them to Mr. Olson, and how 
nuild he have returned them if he hinvel not rece ved them 4 
Mr. ScuacuNner. OF the record 

Discussion otf the record. ) 

Mr. Scuactuner. Now, Mr. Man 

possible to get Mr. Landau here / 

Mr. Mann. I will certainty trv. if that what vou wish 
\Iir. SCHACHINER. Now. could vou undertake to return here w 
mndan, armed with your cou sel, at 2:30 this afternoon ? 
Mr. Manw. IT will certainly try, sn 

Mr. Scnacuner. Mr, Chairman, will vou please direct 


to do? 


Mir. Kine. You are hereby directed, Mr. Mann, 
afternoon, with Mr Landau, with or without 
If he is unable to secure counsel. the committee « 
balance of the week while Mer. Mann se ie 

| have him back for explanations as to whi: 
experiencing in securing counsel, and hav 
tner, Mr. Mann ? 
Mr. Mann. Yes, sir, 


; wih » ¢ 1 


o i 
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Mr. Kine. He will be present here this afternoon before the 
mittee. 

Mr. Scuacuner. May the committee be recessed now ? 

Mr. Kean. May Task one question before we recess ¢ 

Mr. Mann, with reference to that return we were just talking al 
did you hear Mr. Olson’s testimony yesterday ? 

Mr. Mann. No, sir. 

Mr. Kean. My memory is that he testified yesterday on that « 
tion of the Wine Co., that he did not know the fiyures at all: that 
of those figures had been prepared by you. 

Mr. Mann. Yes. sir: I so testified before, that the Wine Co. i 
mation I knew, because we were the accountants. 

Mr. Kean. Including all of the expenses, his personal expenses 
reference to it ? 

Mr. Mann. Not through our connection with the Wine Co., an 
knew that he had been given a promotional expense fund fror 
Wine Co., and that amount was quite definite. 

Mr. Ki LN. That would hot he a personal deduetion to him ? 

Mr. Mann. No.sir. That is why he reported it as income. 

Mr. Kr aN. You reported a deduction. 

Mr. Mann. No,sir. May clear that up,sir? In 1945, he repo: 
as an income from other sources, a gross amount of SLY, LO0 receive: 
a promotional expense fund received from Wine Industries, and 1 
was reported as income. From that. he indicated that he did 
spend that entire amount on actual ¢ Xpenses, business expenses, an 
indicated that he had spent only 88.065 out of that S19.000 as aet 
expenses, and he was therefore reporting as income a net of $11, 
It was S11.035. 

Mr. Kean. You did not have the figures with reference t 
$8,000, and those were his own checks that he showed vou ? 

Mr. Mann. That is right, sir. 

Mr. Kean. He showed you the checks ? 

Mr. Mann. He showed the staff man the cheeks. 

Mr. Kran. And you supplied the 819,000 figure from the W 
Co's. books which you kept 4 

Mr. Mann. Yes, sir. 

Mir. IK AN. \r al the other florins = were those supplied you } \ 
Olson. so that he knew what those figures were. and he is the only 
who knows what those figures were ¢ 

Mir. Mann. Yes, sir. 

Mr. Kean. Thank you. 

Mr. Scnactiner. Now, sir, are there any other records which 
wish to turn over in response to the subpena ¢ 

Mr. Mann. Yes.sir. Ihave New York State and Federal part 
ship iIncome-tax returns of Wine Industries, from December 25. | 
to November 50, 1946, 

Mr. Krogu. You say partnership income-tax returns? 

Mr. Mann. Jt is partnership information returns. 

Mr. Krogu. I did not know we had an income-tax return for } 
nerships. 

Mr. Scuacuner. Mr. Witness, are those all of the papers you 
produced In response to the subpena, or do you have any ot hers 
which you wish to produce now ¢ 


Mr. Many. That is all I have, sir. 
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Mr. Scuacuner. Are those all of the papers which you have, or 
of the papers which you have produced ¢ 
Mr. Mann. Insofar as Mr. Olson is concerned, those are all of the 
pers that we have. . 
Mr. Scnacuner. Have you produced any other papers called for 
the subpena ¢ 
Mr. Mann. No, sir. I should say, no, sir, except for certain books 
Geffen Industries. 
Mr. Scuacuner. Now, when are you going to produce the other 
pers f 
Mr. Mann. There would be no papers, sir. I believe the subpena 
calls for any papers, books, and records in connection with Mr. Apple 
im. Geflen Industries, Wine Industries, and Canandaigua Indus 
eS, Ine., and I hope to be able to produce those before your after 
Ol Se@sSsSlOn. 
Mr. Kine. Very good. 
Mr. SCHACHNER. May the witness now be excused ? 
Mr. Kine. You may, Mr. Mann. 
Mr. Scuacuner. Until such time as he is directed to return; that 
; 2:30 this afternoon. 
Mr. Kine. Very well. 
The committee will now resolve itself into executive session. 
( Whereupon, at 11:40 a. m., the public hearmge was recessed until 
(0 p. m., of the same day, and the conimittee met in executive 
ssion. ) 

\FTERNOON SESSION 
Mir. IKKING, The committee v ill now come to order. 
Mr. ScnacuNner. Mr. Chairman, would vou ask Mr. Mann to resume 


Mr. Mann, ll you come forward and take the stand 


TESTIMONY OF RICHARD MANN—Resumed 


. ScHACHNER. Mr. Mann, in accordance with your expressed 
. did you consult Ouhnse 
Mann. Yes, sir. 
SCHACHNER. Could 
ill hear you here ¢ 
Mir. Mann. The answer is. * Yes, sir.” 
Mir. Scnacuner. Is the gentleman sitting next to you your counsel ? 
Mr. Mann. Yes, sir. 
Mr. Scracuner. What is his name, please? 
\ir. MANN. Jacob Liat dau. 
Ir. Jacon Lanpavu. My name is Jacob Landau, 22 East Fortieth 
et. 
r. SCHACHNER. I take it he is also your partner in the practice of 
uNtaney, is he not? 
Mann. No, sir: he is n vy partmer’s brother. 
SCHACHNER. He is? 
MANN. Yes, Sir. 
r. Scuacuner. Now, sir, for the benefit of your attorney, I should 
to read from rule No. 6 of the Rules of Procedure of the Subcom 
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mittee on Administration of the Internal Revenue Laws of the Co 
mittee on Ways and Means of the House of Representatives: 


Any Withess summoned to to a public or executive hearing, unless the 


committee by a majority vote determines otherwise, may be accompanied 


who shall be permitted while the witness is testifying to advise | 


counse! 
‘ statement without cor 


of his rights. Counsel shall not testify or make any) 
of a majority of the subcommittee present 

Now, sir, at the time I last spoke to you, you mentioned the f 
that you encountered some difficulties in locating the papers perta 
ing to Mr. Olson’s affairs, is that right ? 

Mr. Mann. Yes, sir. 

Mr. Scnacuner. Now, you surmounted part of these difficult 
when vou discovered that the normal filing place for these papers 
some of them, at least, was a locked drawer in Mr. Landau’s de 
is that right ? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Did you look anywhere else to locate papers? 

Mr. Mann. Yes, sir: we looked through the entire office. 

Mr. Scuacuner. Now, as I gather it, the first time you heard a: 
thing about papers that were required to be produced by this comn 
tee was on Friday afternoon, is that right ? 

Mr. M ANN, Yes, sir. 

Mr, Scuacuner. Nobody had ever mentioned Mr. Olson’s papers 
vou before / 

' Mr. Mann. No, sir: in the sense that I had to get papers for t! 
committee, or for anyone else. = 

Mr. Scuactuner. Now, a search of your tiles in the office produ 
by Friday afternoon the retained copies of Mr. Olson’s income-t 
returns, that is the Federal income-tax returns? 

Mr. Mann. Yes, sir. 

Mr. Scnacuner. Now, where are retained copies of State inco1 
tax returns kept? 

Mr. Mann. Ina separate file. 

Mr. Scuacuner. Now, can you describe to us the steps which 
had to go through in order to find the returns which were filed y 
the State of New York? 

Mir. Maww. | merely asked whoever was available in the oflic 
look for them. 

Mr. Scuacuner. Who was available in the office to look for the 

Mr. Mann. I believe Mr. Kaplan was there, and he looked for t! 
and I believe the office boy also assisted in looking for them. 


Mir. SCHACIINER. Did you go so far as to look for them you 


Mr. Many. I tried to myself later on in the evening. 

Mr. Scnacuner. Where did vou go to look for them yourself / 

Mr. Manx. They were not—some of them were m the regular 
rent files “ul dl sO there was no sense in looking t| ere, and I low 
n some of the loose files which I told you were around in the of 
We have a very crowded condition in our office, as T told you be 
too, and we have files In Six or eleht ditferent places in the offices 
cause of that condition. 

Mr. Scuacuner. Now, is there anyone who knows where pape 
be found or do vou always have to run through all of vour files b 


vou can tocate the paper ¢ 
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Mr. Mann. No, sir: the files that are in normal sequence are easily 
ited, but if they happen to be those files. there should be no 

ficulty in finding them 

Mr. SCHACHNER. What determines wl ether the files cret into ar ab 
rmal sequence ¢ 

Mir. MANN. We have a irrent filewh h covers o1 iv 3 Ve; 

Mr. Scnacuner. What about your old files 4 aT 


Mr. MANN. Thos are not ! is eood nu Col a tio? } Ou ivrelif 
eS, naturally, 
Vir. Se HACTIINER Are tie) ! rcondit on te be found iv ( 


Mr. Mann. Yes 

Mr. ScnacuNner. Now, are they filed in some sort of alphabet 
ier ¢ 

Mir. Mann. Some are. 

Mr. Scuacuner. Now, which ones are not Lpolasabve il order? 
Mii MANN. I cannot tell vou offhand, and | have tust told ve ithat. 
ose are the files in deplorable condition insofar as filing them. let 
sav. In sequence is concerned, 

Mr. Scuacuner. Now, sir, is this the first time that vou have 

it youl files are in deplorable condition 7? , 

Mr. Mann. No, sir. 

Mr. Scuacuner. When was the first time that vou noted that vou 
es were in deplorable condition ? 
Mr. Mann. Our old files? 

Mr. Scnacuner. Any part of your files. 
Mr MANN. It has been qu te some time. 
Mr. Scuracuner. Well, now, just exactly how long a tin ve the 
n in deplorable condition 
Mr. Mann. Well. let —il threat the choice of ft it word = prot 


rrect. 


Mr. ScHACUNER. It wa vours, sir, perfect on Mnpert 

Mr. Mann. I realize that. but they were not in good condit 

put it that way. and we do need more space for our files in orde: 
put them into good co clit ve 

Mr. ScnHacuner. Now, \ ou please tell me ; + wae that 


t made that determu 
Mir. Mann, I don’t re 
Mr. Scnacuner. Wa 
Mr. MANN. We have nstituted my thre last * Vi 
Mr. Scracuner. My a tion is “when.” 
Mir. Mann. At least a number of years 


r. SCHACHNER. cA number of years: is that right 

Mr. Mann. Yes. sit 

Nh SCHACTIINER, All right. sir. ind now have vou had complaints 
Government ollie als tiiat vou files ire id cond tion é 


Vir MANN. No.osir: we keep our « ivrenfl les 1 ertect onaditiol 


Mr. Scuacuner. By “current™ vou mean the files for e last 3 


Mr. Mann. Yes, sit 

Mr. Scnacuner. Is that right / 

Mann. Yes. sit 

\ir. ScnacuNner. Have vou ever had to have recourse to older tiles 
to comply with Government provisions 
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Mr. Mann. At times. 

Mr. Scnacuner. For instance, did you have to produce such fil 
revenue officials / 

Mr. Mann. I believe that would be so. That was so various 1 
in the past. 

Mr. Scnacuner. Now, sir, I take it one reason why persons en 
accountants is because they want to have their records kept 
condition: is that not right ? 

Mr. Jacon LANDAU. If the committee please, | fail to see— 

Mr. Scuacuner. May I mention to the chairman that no leay 
either given or asked by counsel at this point. 

Mr. Jacon Lanpav. I am asking leave at this time to make a re! 
to the committee. if T may. 

Mr. KING. Do vou W ish to consult W ith your counsel, Mr. Mani 

Mr. Jacon Lanpav. I wish to make a statement to Your Hon 
[I may. 

Mr. Kine. Pertaining to what? 

Mr. Jacon LAnpbav. Pertaining to the si ope of the last questio 
the last question espec ‘ially. 

Mr. Scuacuner. | do not think counsel has any standing to ol 
to the scope of the questions. 

Mr. Kine. Under the rules, sir, you are not permitted to obje 
questions. 

Mr. Jacon Lanpavu. Have I the right to inquire whether the ques 
is pertinent to the inquiry? 

Mr. Kine. Your client has the right to consult you, at any tim 

ishes. 

Mr. Jacon Lanpav. Do I have a right to inquire whether o1 

articular question is pertinent to the inquiry ¢ 

Mr. Kine. No, you have not, 

Mr. Mann, vou mav consult Cth your counsel 

Mr. Mann. Would you repeat the question, please ? 

(Whereupon the pending question was then read by the report 
ibove recorded. ) 

Mr. Mann. That is right. 

Mr. Scuacuwner. I take it, for instance, that Mr. Ols 
you for that purpose ¢ 

Mr. Mann. I should imagine so. 

Mr. Scuacuner. Are you, sir, admitted for practice befor 
Treasury Department ¢ 

Mr. Mann. No, sir. 

Mr. Scuacuwner. Is one of your partners admitted for pract 
fore the Treasury Department ¢ 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Does your firm on oceasion practice befor 
Treasury De ‘partment ! , 

Mr. Mann. Yes, sir. 

Mr. Scuaciuner. [ take it that you are familiar then with the 
ards of re ‘ord ke eping required of porte titioners before the ‘1 ! 
Department ? 

Mr. Mann. Yes, sir. 

Mr. Scnacuner. And indeed this committee is very much inte: 
in how practitioners before the Treasury Department do keep 
records, and now in that connection to fo back to what we ha 
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<cussing earlier, you tell me that Government officials had heretofore 

ked for your older files; have they not‘ 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. And did they have occasion to tell you that they 
re not in good condition / 

Mr. Mann. No, sir. 

Mr. Scuacuner. Were Government oflicials ever surprised because 

took you days to locate files ¢ 

Mr. Mann. We always make our appointments in advance, sir, and 
always have our records available to the best of my knowledge. 

Mr. ScuacuNer. And every time somebody calls you up to make 
ir records available, does it take, then, 3 or 4 or 5 or 6 days until 
iv records can be made available ? 

\Ir. M ANN. It all depends on how old the records are, or where they 
Kept, and so forth, and remember we are now talking about 
ords that are 5 or 6 years old, and for normal purposes they would 
he retained at all. 

Vir. Scuacuner. They have to be retained, though, don't they ? 

\ir. Mann. I don’t believe so, sir. 

Vir. Scuacuner. You do not know, sir? 

Mr. Mann. I believe taxpayers’ records must be maintained for a 
iod up to 3 years from the time of filing a tax return. 

Mr. Scnacuner. That is your understanding of the rule? 

Mr. Mann. Yes, sir. 

Mr. Scnacuner. And I take it that this is the first time that you 
ve experienced any acute difficulty in complying with a Govern- 
nt demand for records ¢ 

Mr. Mann. Well, let us put it this way, Mr. Schachner. ‘This was 


of these immediate demands, and if you had given us, let us say, 
eek’s time to get together all of our records, we would have been 
to do so. and we would have been able to deliver all of them 
mie. but we evrota subbpena Niond ivat iP: 30. and we were expected 
liver all of those old reeords at Monday at 12: 50. 

Mr. ScnacuNner. Now, as a matter of fact, hadn’t you promised on 
iv to give those records without a subpena ‘ 

Mir. Mann. That orl 

\Ir. SCHACHNER. And did ou not receive a subper i. because you 


not produced them vet ¢ 
Vb M INN. No, We a I | rece ved Tie ubpe 1 DeCATISE n discus- 


with vou on the phone, vou nelicated that n order to protect, 


position. vou woul erve ls With a subpena 

fr. ScnacuNer. All rieht Now I take it on Briday afternoon 
ul Mr. Kaplan and the office boy feverishly looking through 
files to find the records pertaining to Mr. Olson; is that not 

lr. Mann. That is right.s 

Ir. Scnacuner. All rig 

Ir. Mann. Even t feverishly, they were looking for them. 


r. Scuacuner. Where was Mr. Landau on Friday? 


Mr. Mann. Mr. Landau on Friday afternoon was picking up his 
ita boat coming from Kuro] e. 
Ir. Scnacuner. Now, after stopping the feverish activity on Fri 


when was the next time of any activity about these files / 
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Mr. Mann. Monday morning. 

Mr. Scuacuner. Now, what happened on Monday morning 4 

Mr. Mann. They continued searching for the files. 

Mr. ScuHacuner. Who continued the searching ¢ 

Mr. Mann. Mr. Kaplan and I believe one of the oflice boys, a1 
too, intermittently. 

Mr. Scuacuner. Now you say you would search for them inter 


tently ¢ 

Mr. Mann. I had other things to take care of, and it is a rm 
business, you know. 

Mr. Scnacuner. And that of course took precedence over 
mands made by this committee: is that right ¢ 

Mr. M ANN These ree orads were being Sear hed for. il «| as a | 
of the firm I don’t think it is fully necessary for me to do all 
manual labor. 

Mr. Scuacuner. Now, as I understand it, 
your oflice isn’t just manual labor. th 
volved:am I not right in that? 

Mr. Mann. You are absolutely incorrect, sir. 

Mr. Scuacuner. Well, now, you were sitting there in your offi 
I understand it, and occasionally you would pop out to lend a ha 
! searching for those records: is that right 4 

Mr. Mann. That is right. 

Mr. SCHACHNER. Now, taking it as it happened, when was the 
time that vou got out from your oflice to search for some records / 

Mr. Many. LI can’t recollect, sir. 

Mr. s ITACHINER, Well. do you recollect anv time on Monday 


' . > 
n this seareh I 


ere - l 


which you got out of your oflice and took a part 
files ? 

Mr. Mann. A number of times. 

Mr. Scnacuner. A number of times / 

Mr. Mann. Aside from the possibly hour or hour and a half I 
with your Mr. Reilly, and with you on the phone. 

Mr. Scuacuner. You recall a number of times’? Now, ear 
dese be just a single incident that happened aot} Monday Wii 
left your office and where did you go ¢ 

Mr. Jacon Lanpavu. Mr. Congressman King. and Mr. Chairm 

Mr. King. Tam sorry, Mr. Landau. Your client may consul 
Vou or vou with him on any question or ai V inatter pertaining 
question that you wish. I must forbid you addressing yourss 
the committee. 

Mir. J ACOnB LANDAL : Read thi quest ion to me, 

Mr. Scuacuner. Will you please read the question. 

(Whereupon the pel ding question Was then read by the rey 

ibove ren orded. ) 

Mr. Mann. Yes. sir: I would say the first time I went out was 
sot), ana if | recollect properly, I hecked certaim transfer files 
tre n one of the file rooms. 

Mr. Scuacuner. Well, now, who told you te check those ft: 
files 4 

Mr. Mann. I was giving the orders, sir. 

Mr. Scrnacuner. By whom 4 

Mr. Mann. Tsay I was giving the orders. 

Mr. Scracuner. Oh, you were / 
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Mr. Mann. Yes, sir. 

Mr. Scuacuner. What made you sure that nobody else had checked 
those transfer files? 

Mr. Mann. I had no idea, but I wanted to make doubly sure. 

Mr. Scuacuner. Now, how were these transfer files marked on the 
outside / 

Mr. Mann. They are not marked at all. 

Mr. Scuacuner. How many of them are there? 

Mr. Many. In this one particular place, I believe there are five or 
six of them. 

Mr. Scuacuner. Unmarked 4 

Mr. Mann. Yes, sir. They are in the process of refiling. 

Mr. Scnacuner. How long have they been in this process / 

Mr. Mann. Some months. 

Mr. Scuacuner. Are there any other unmarked files in your oflice / 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Tlow many more 4 

Mr. Mann. Well, we have books and records which come in from 
bankrupt concerts ana those probably are marked, but 
Mr. Scuacuner. You just tell me about the unmarked ones. 
Mr. MANN. There are probably some others, 
Mir. SCHACUINER. Do you know whether they are ¢ 
Mr. Mann. Lam not sure. sir. 
Mr. Scuacuner. Did you give orders to look in every unmarked 


it 


Ir. Mann Yes. si 
Mr. Semacuner. Do you know whether your man, Mr. Kaplan, and 


r office bov had to spend ia long time gong through all of the 


/ 


marked files 

Mr. Manyw. T don't know how much time they spent, but they 
| ported that they hack exai nec ill of the files , 
Vir. SCHLACHINER Did that mea to you every filing « ibinet in vou 


+} / 


Vin NIANN. | took tton vbp Chaat. 


\I ScracuNnxer. Plow nv filing cabinets do vou have mn your 
a? 

Mr. Mann. As IT told before, we have possibly 20 filing cab 
ets, and the equivalent closet filing space of possibly 75 or 100 
hitional cabinets 

Mr. Scuacuner. And [take 

Mr. Mann. Tam sorry: plus these unsorted o1 unfiled or unas- 


mbled files. 

Mr. Scnacuner. So that when vou are confronted with a sub 
1. vou have to run through all of that stuf? 4 

Mr. NIANN. Not alwavs, norh ally | have | heen faced with any 

ppena in this sort of thing before, but normally all current records 

nuld be and are available. 

Mr. Scrnacuner. Sir. we are talking about the older records. 

Mr. M \NN, There might he Some diMeulty 1h) ¢ onnection with older 
ords. 

Mr. Scuacuner. Now, sir. on Monday, where was Mr. Landau? 

Mr. Mans. In and around the office. 

Mr. Senacuner. Did you talk to him about this subpena? 


Mr. Mann. Yes, sir. 
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Mr. Scuacuner. When did you first talk to him about that subpe 

Mr. Mann. Monday morning. 

Mr. Scnacuner. Did you have any further discussions with } 
about it on Monday ? 

Mr. Mann. No, sir: I told him I was about to receive a subp 
and now I am sorry—I spoke to him before I received the subp: 
and I told him | had received this call from Mr. Flom, of your ofl 
and that the records that we had of Mr. Olson’s and any compa: 
in connection with Mr. Applebaum were being called for. 

Mr. Scuacuner. Did he say anything to you? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. What did he say to vou? 

Mr. Mann. “Give them whatever they want.” 

Mr. Scuacuner. Well, didn’t he tell you at that time that 
papers were in a locked drawer in his desk ? 

Mr. Mann. You are now talking about one really small portior 
the records that you asked for. 

Mr. Scuacuner. What was that small portion / 

Mr. Many. The bank statements and vouchers of Mr. Olson 
the 4 years 1947 through 1950 and our work-sheet analyses of th 
bank statements and deposits. 

Mr. Scuacuner. Did Mr. Landau tell you anything about hav) 
received a prior demand for these things? 

Mr. Mann. No, sir. 

Mr. Scnacuner. How many other partners do you have? 

Mr. Mann. Two. 

Mr. Scuacuner. Who are they? 

Mr. Mann. Mr. Kaplan and Mr. Schneider. 

Mr. Scuacuner. Did any of them have anything to say about t 
prior demands for papers? 

Mr. Mann. No, sir. 

Mr. Scuacuner. Did vou discuss this matter with them / 

Mr. Mann. With Mr. Kaplan. 

Mr. Scnacuner. Didn't vou discuss it with Mr. Schneider ¢ 

Mr. Mann. No, sir. 

Mr. Scnacuner. As to Mr. Schneider, does he keep anybo 
papers in a locked drawer in his desk 4 

Mr. Mann. No, sir. 

Mr. Scuacuner. How do you know? 

Mr. Many. I don’t believe he does: it may happen, and it mig 
happen: but I don’t believe in the normal course of his work he «i 
that. 

Mr. Scuacuner. Then I take it that it is only Mr. Landau w! 
the man in charge of locked desk drawers: is that right ? 

Mr. Mann. No, sir: I think that vou are misstating it, if I n 
sav so. I told you before that they happened to be in Mr. Landa 
desk and it was locked. 

Mr. Scwacuner. Sir, your answer before was taken down, and 
do not need to repeat it at this point. But you certainly do not ki 
of Mr. Schneider or suspect him of keeping any papers in locked «i 
drawers? 

Mr. Mann. No, sir. 

Mr. Scuacuner. None that pertain to clients, at any rate / 

Mr. Mann. No, sir. 
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Mr. Scuacuner. To your knowledge, only Mr. Landau has ever done 


| at ¢ 


Mr. Mann. I have done that myself in the past at times. 

Mr. Scuacuner. At what times? 

Mr. Mann. I might have a conference with a client at night, and 
might have some papers and I might put them into the desk and 
ck the desk, and in that case I would have been doing the very same 
ing that Mr. Landau did. 

Mr. Scnacuner. Well, now, as I understood it, you testified this 
orning that filing space in your office was so short that if you had 


raKken these papers and put them in any other place you would have 


id to keep the door of your office open because there just was no more 

om ¢ 

Mr. Mann. As I told you, not necessarily for those particular pa 
s, but that is the general condition of file Space in our oflice. 

Mr. Scuacuner. Well, now, when you put them in a locked drawer, 

uu had a purpose in mind; and, as I understand it, when Mr. Landau 
pt those paper there, the only purpose was not to make you! oflice 

ilge too much ¢ 

Mr. Man N. No, sir: that is not correct. 

Mr. Scuacuner. Well, now, how did these papers get into the locked 


lrawer of Mr. Landau’s desk ? 


Mir. MANN. Do you want Mr. Landau to answer that / 

Mr. ScuacuNner. Well, do you know 4 

Mr. Mann. I have been told. 

Mr. Scuacuner. Who told you? 

Mir. Mann. Mr. Landau. 

Mr. Scnacuner. What did he tell you? 

Mr. Mann. Mr. Olson evidently was in our office on Friday morning 
connection with vetting some nformation in connection with same 


f his reecords—and what it was I don’t know—but Mr. Landau at that 
me called the staff man who handled Mr. Olson’s bank records, an 
) 


d 
e papers were brought into lis room, and when they were finished 
ey were left on Mr. Landau’s desk, and when Mr. Landau was going 
| 

Mr. SCILACHNER. Who & they”? You said “they” were fin shed. 
Mr. AY ANN. The stafl bhiakhi al df Mr. ( Ylson, | believe. 

Mr. ScuacHner. Who is the staff man ? 

Mr. Mann. Mr. Sheckland. 

Mr. SCHACHNER. Do | und stand Liat he ana Mi Olson ua 
nference in Mr. Landau’s ollie ef 

Mr. Mann. Friday morning. 

Mr. Scuacuner. Was Mr. Landau present at that conference 

Mr. MANN. | believe SO. 

Mr. Scnacuner. Now then the staff man, Mr. Landau. and Mr. 
son are now finished with the conference: is that mght ? 

Mr. Mann. Yes, sir. 

Mr. Scnacuner. Now, is that staff man in New York today ¢ 

Mr. Mann. He is today, and he was out of town on Monday and 
iesday, which was another one of my difficulties. 

Mr. S« HACHNER. Where was he Monday and ‘I uesday ¢ 
Mr. Mann. In Massac husetts: I forget the name of the town 
Mr. Scuacuner. When was that conference finished ¢ 

Mr. Mann. Sometime Friday morning. 
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Mr. ScHACHNER. And what happened then, according to Mr. La 
aus statement 

Mr. Mann. The records were there, and when he left to pick up 
son, instead of calling Mr. Sheckland in, he just threw them into 1 
desk and locked it up and left for the week end. 

Mr. Scnacuner. All right; when was Mr. Landau next in to 
with the office / 

Mr. MANN. Monday morning, ] wuess, 

Mr. Scuacuner. Was he in Monday? You said so, LT think. 
you discussed this matter of Mr. Olson’s records with Mr. La: 
on Monday ? 

Mr. Mann. Only in the sense that I told you, that T told hin 
were being asked for his tax returns and records, 

Mr. Scpacuner. And Mr. Landau at that time just didn’t tell 
that he had them under lock and key 4 

Mr. Mann. No, sir. 

Mr. Scuacuner. When vou kept looking for them, did you ask 
again about it? 

Mr. M ANN. No, sir. 

Mr. Scuacuner. Well, I think you testified that vou discover 
them Tuesday, that they were under lock and key; and, between ¢ 
time on Friday afternoon when you first found out that such pay 
were required and Tuesday, when you found out that a certain pa 
of these papers were under lock and kev, did you find any other }) 
of the papers? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Now, what did you find ¢ 

Mr. Mann. The New York State tax returns retained copies 

Mr. Scnacuner. And nothing else? 

Mr. Mann. And nothing else. 

Mr. Scuacuner. Although you had looked and had men 
office look through every paper in your office, or at any rate thro 
every filing cabinet: is that right ? 

Mr. Mann. That is right. 

Mr. Scnacuner. Between Tuesday and now, did vou discover 
ol her papers called for hy the subpena 4 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. This morning vou discovered them: ts that 

Mr. Mann. Yes, sir. 

Mr. Seracuner. Now, did you personally discover them 

Mr. NIANN Well. Mr. Landau opened his desk, and I tool 
papers out; that is all, 

Mr. Scnacuner. Oh, yes: but T was talking about papers that 
not locked up in Mr. Landau’s desk, and did you find any ¢ 

Mr. Mann. Well, there were the sundry tax returns that I gave 
this morning. 

Mr. Scnacuner. Did you find anything else that wasn’t locked 
in his desk? 

Mr. Mann. Not this morning. 

Mr. Scracuner. Well, did you at any time find anything that 
not locked up in his desk ? 

Mr. Mann. When I got back during this recess, the boys had locat 
certain additional records not of Mr. Olson’s—there are no additt« 


/ 
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cords of Mr. Olson—but certain additional records which were r 
quested in the subpena. 
Mr. SCHACHNER. Now, had they been looked for at at \ time up to 
this morning ¢ 
Mr. Mann. During the same search. 
Mr. Scuacuner. ‘They had been looked for ¢ 
Mr. Mann. Yes, sir. 
Mr. ScHACHNER. In the course of looking for all 
ok for the Applebaum records 4 
Mr. Mann. Yes, sir. 
Mr. Scnacuner. And did you find them / 
Mr. Mann. We found some of them on Friday or Monday, but 
before Mr. Reilly came down. 
Mr. Scuacuner. That is only the Geffen Industries records ¢ 
Mr. Mann. That is right. 
Mr. ScnacuNner. How about any of the other Applebaum records / 
Mr. Mann. We have located three other of the old sets. and they 
re D> or 6 years old: and, as I mentioned before, I =ee the orig) af 
ibpena has been changed ii the sense that addit oll il compalites have 
een added today. 
Mr. Scuacuner. Never mind; I am just asking you about the old 
me. 
Mr. Mann. Of the original one, we have the Canandaigua Indus 
Tries, Inc.. and the Canandaigua Indust les ("o.. anid Wine Industries. 
Mr. Scuacuner. Now, sir—— 
Mr. Mann. Excuse me. In addition we have lo ated quite a mass 
f “anceled checks and statements which were too voluminous to take 
down with us for this hearing but are available at your disposal eithet 
for us to bring down here o be eXamined up there. 
Mr. ScracuNner. Canceled checks and statements of whom / 
Mr. MAN nN. Of these companies, 
Mr. Scuacuner. Of these companies? Not of Mr. 
ally ¢ 
Mr. MANN. Well. Mr. Olso *s personal checking 
ered to you this morni Y. 
Mr. Scuacuner. Now, sir, vou say, do you not, t 
Mr. Olson which are produced now are all of the 
ve! 
Mr. Mann. Yes, sir. 
Mr. Scuacuner. You say that there never were 
Mr. Mann. No, sir: and if vou will reeall I said 
Mr. Scnacuner. You have answered the quest 
it there never were any others? 
Mir. Mann. I did not say that. 
Mr. Scnacuner. All right. sir; and do you sh to qualify your 
wer ¢ 
Mr. Mann. Yes, sir. 
Mr. SCHACHNER. In what wav? 
Mr. Mann. I will repeat what T said this morning, that for 1945 
1946 Tam not quite certain whether our man examined Mr. Olson’s 
cks and statements at his home and left the checks there on whethe 
were brought back to our oflice and later returned to his home 
Mr. Scuacuner. But at any rate you have none others in vour office ? 
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Mr. Mann. I have turned over to you everything that we hav: 
the office pertaining to Mr. Olson. 

Mr. Scuacuner. Now, sir, was there any personal corresponde: 
of Mr. Olson’s ever turned over to you? 

Mr. Mann. No, sir. 

Mr. Scuacuner. Or any other personal records or books « 
turned over to you? 

Mr. Mann. Not that I know of. Let me say this, Mr. Olson ha 
books until we suggested in 1947 that at least his bank account: 
analyzed in order to provide some basis for preparing his return. 

Mr. Scnacuner. Am I correct then, in understanding that prio 
1947 his bank accounts were not analyzed ? 

Mr. Mann. I am sorry, what was the question ? 

Mr. Scuacuner. Read the question. 

(Thereupon the pending question was then read by the reporter 
above recorded.) 

Mr. Mann. That is not correct. They were undoubtedly analy 
by a staff man, whoever he was at that time, who was making out 
return, but done in a very, let us say, casual way, in the sense that ) 
would group your checks and add them up and let us say “travel 
and entertainment” checks would be in one group and add them 
and that is all there would be to it. 

Mr. Scuacuner. That was done in a rather casual way, is ¢! 
right? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Did your firm prepare the income-tax returns 
Mr. Olson during those years? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. That is for 1945, and 1946 and 1947 and 1948 a 
for 1949 and for 1950? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Now, sir, do you know whether or not his inco 
tux returns were signed by you as having been prepared by you, 
when I say “you” I mean your firm ¢ 

Mr. Mann. No, no personal income-tax returns in our firm are e 
signed. 

Mr. Scnacuner. They are not? 

Mr. Mann. No, sir. 

Mr. Scuacuner. Well, sir, are you familiar with the fact that 
personal income-tax return form for all these years contained a 
which, with possible variations for some years, read as follows: 

I declare under the penalties of perjury that this return including any a: 
panying schedules and statements has been examined by me and to the be 
my knowledge and belief is a true, correct, and complete return— 


and right underneath that, it says- 


Signature of person other than taxpayer or agent preparing return, name of ! 
or employee, if any. 

Now, sir, had you been under the impression that the Treasury | 
this line on the returns for decorative purposes / 

Mr. Mann. I can’t very well say, except that it has been the p: 
of the firm not to do so. 

Mr. Scracuner. Well, sir, correct me if I am wrong, but isn’ 
‘Treasury supposed to make the policy on those things? 
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Mr. Many. I have no idea, and I am not qualified to answer. 
Mr. Scnacuner. Well, sir, certainly you must know who makes the 


pohiey and what should be in the return, if you undertake to prepare 


t 


em? 

Mr. Mann. We have never had any complaint from the Tax Depart- 

ent, sir. 

Mr. Scuacuner. Well, how was the Tax Department to know that 

m had prepared a return if vou did not sign it ? 

Mr. Mann. We have indicated that to the Department many times, 
n we have had personal returns examined. 

Mr. SCHACHNER. Yes, and has anybody ever asked you why you 
tt sign them / 

Mr. Mann. No, sir. 

Mr. Scmacuner. You mean revenue agents pass that over? 

Mr. Mann. I have never heard any complaint or any one mention 

nything about it. 

Mr. Scuacuner. You have discussed this matter with revenue 


Acre nts 


Mr. Mann. No, sir. 
Mr. Scuacuner. Have you ever made out a personal income tax 


return for other people, yourself / 


Mr. Mann. Yes, sir. 

Mr. Scuacuner. And has that line ever stared you in the face? 

Mr. Mann. Yes, sir. 

Mr. Scnacuner. And then you felt that that line conflicted with 


the policy of your firm, and vou did not fill it in / 


Mr. Mann. That is what it amounts to. 

Mr. Scuacuner. Are there any other lines on the personal income 
x return that you feel conflict with the policy of your firm and con- 
jnently vou leave it blank ? 

Mr. Mann. No, sir. 

Mr. Scuacuner. Are vou sure of that ? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Have you ever discussed what makes this line 

que ? 

Mr. Mann. No, sir. 

Mr. Scrracuner. Is it perhaps the fact that you are a little worried 

ut what information you rely on when you make out a personal 

ome tax return ¢ 

Mr. Mann. I don’t know if an answer can be given on that, and I 
n't believe any such thought has entered into it. 

Mr. Scuacuner. It has not heretofore? 

\ir. Mann. I don’t know the answer to that. 

Mr. Scnacuner. That is, you mean, you kept making out tax 
eturns, leaving out information called for on the return with no 
ought in mind except the policy of your firm was against it? 

Mr. Mann. Would you repeat the question ? 

Mr. Scuacuwer. Mr. Chairman, before we proceed with the exam- 

tion, may the usual policy of the committee be followed, namely. 


that if the witness finds that he desires legal advice, that he turn to 


counsel, and that counsel do not interrupt the examination by 
sing to the witness what I take it he means to call legal advice? 
Will the chairman please so direct ? 
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Mr. Kine. I must admonish you, Mr. Landau, because when 
occurrences take place. the committee cannot be blamed if it Tits 
think that vou were instructing your client how to answer the quest 

Mr. Lanpav. Very well. 

Mr. Kean. May I ask a question, Mr. Chairman ? 

Mr. Mann, vou are a partner in your firm / 

Mir. Mann. Yes, sir. 

Mr. Ii AN. Do not all of the partners niake poli V, ana Vou say 

Mr. Mann. No, sir. 

Mr. Kean. What is that? 

Mr. Mann. No, sir. 

Mr. Kean. The answer is “No / 

Mr. Mann. Laima junior partner. 

Mr. Kean. You are a junior partner / 

Mr. Mann. Yes, sir. 

Mr. Kean. And according to the way your firm is run, the ju 
partners are not consulted, and the policy is made by who ¢ 

Mr. Mann. At various times they are consulted, but policy is set 
Mr. Landau. 

Mr. Kean. Polies s set by Mr. Landau / 

Mr. Mann. Yes, sir. 

Mr. KEAN. He is the boss ¢ 

Mr. Mann. That is right. 

Mr. Kean. And he has the responsibility for anything which is di 
contrary to law, and it is Mr. Landau’s responsibility 4 

Mr. Mann. No: it is the responsibility shared by all of the partn: 
but the setting of the policy is his duty. 

Mr. Kean. You are all certified public accountants 

Mr. Mann. Yes, sir. 

Mr. Kean. Thank vou. 

Mr. Scuacuner. Mr. Mam 

Mr. Mann. Iam sorry, [ didn't get the last question, and I dk 
believe L answered it. 

Mr. Scuacuner. All right, Mr. Reporter, will vou please read 
last question which T asked ¢ 

(The question referred to was read by the reporter. ) 

Mr. Mann. The answer to that. the answer was that no informa 
is left out of any return in connection with any meome or exp 
figures that I know of. 

Mr. Scoacuner. Ltake it that your firm holds itself out as being 
versant with the tax laws of the | nited States, does it not / 

Mr. Mann. Yes, sir. 

Mr. ScHacuner. Don't you collect money from your clients who } 
vou for youl knowledge of how to make out income-tax returns / 

Mr. Mann. Yes, sir. 


Mr. Scuacuner. Now, siro am [T not correct in assuming that 


/ 


try to pass off these returns to your clients as having been mace 


accordance with the laws and regulations pertaining to income-| 


/ 


returns 
Mr. Mann. Yes, sir. 
Mr. Scnacuner. And your only justification for omitting infor 
tion plainly called for on the face of the return, is the fact that 
against the policy of your firm; is that right ? 
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Mr. MANN. 13\ “information.” you mean who prepares 
id there was no information left out as to the 
Mr. SCHACHINER. Well, sir. let us hot quibble about it. 

xactly whit you left out. or at least what vo i have admit 

eaving out. 
Mr. MANN. ] have stated 1 


‘ 
l 


bhecome or 


pra ‘*\ ot thre 


lividtual returns 


Mi 
Mr. 
Mr. 
Mi 
Mr. 
ryan C\ 
Mr. 
Vr 


Mr 
Mr. 
Mr. 
Mr. 


hth ag 


Mr. 
Mr. 


/ 


You 


SCIACIINER 
Mann That 


nave stated the policy 


we lenve out. 


=the only thing 
ScCHACHNER. It is not your policy to leave out anyt 
Mann. That is right. , 
ScHachNer. All right Now. who first hirormed 


to leave out anve “ 
Mann. Mr. Landau is t! 


ScHACTINER, Well, did hi 


who sets thie pol cy 


out tha 


* cOobie 


tel] you to leave 


Mann. Yes, ; 
ScHACHNER. When was tl 
Mann. Many vears ago 

SCHACHIINER. Did you ask him how he could set the | 
rainst what the return called for / 
I don't recal] any COnVersatlonls lh col 
Well, sir, Trom the fact that vou hold 


=1] 


at: do you remember / 


nectl 


MANN. 
SCHACHNER 


i the return, 
expense. 
We know 


ted so far as 


no else 


{ purtie lent 


mOoliey OF Thre 


With if. 


vourself oun 


th 


to be tax experts, and from the fact that chents trustingly pay vou 


Tees fi 


Dre 


i that. werent you required’ to know that the 


, 


| them that 


“Landau & Co 


tre my accountants, and they ne 


it information 

Mr. Mann. I don't know if it does, and T haven't checks 

t is necessary, TL will have it checked 

Mr. Scnacuner. Don't you know that the form of at 
reseribed by reoulat on ¢ 

Mr. Mann. Idon't know whether that particular thing 
the filing of the returm 

Mi SCILACTINER, Now, S11 without this information 
eturn it might be very cifh it to trace the preparation of 
vou? is that not right ¢ 

Mr. Mann. Novsir: when a return is called for examinat 

tlly all eases. the agents are referred to us, 

Mr. Scmacuner. By whom / 

Mr. Many. By the client 

Mr. SCHACHNER. Suppose the client is dead when they 
formation 4 

Mr. Mann. Then the representatives of the estate wou 
1 us. 

Mr. Scuacuner. Well, suppose on his deathbed he h 


ad forgotte) to 


sury let > 
' @ re 
ix retul 
treq 
a! 1 t TaN 
utax ret ? 
‘ pore 
" feyr Thre 


lel probab \ 


Vel 


yr 


wh the fact that they had prepared my income-tax return” / 
Mr. Mann, | have ho lea, 


vid that sar 
| 


ss 79 


quest On, 


Mr. SCHACHNER. lt eertal ly IS an “ * question ; and 
ir chents ever died and has that diflicultv ever arisen / 
Mr. Mann. No, sir. 

Mr. Scuacuner. Now, r, vou are perfectly willing 
easury hunt for that formation if vour client should 


eto olve it ¢ 


a 
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Mr. Mann. In many cases, we don’t have the information after t} 
tax return is prepared. 

Mr. Scnacuner. But the Treasury wants to know who prepared 
and on the basis of what information, is that not right? 

Mr. Mann. I don’t know. 

Mr. Scuacuner. Well, now, I am somewhat confused, and I u 
derstood you to say that you are a tax expert. 

Mr. Mann. I did not say I was a tax expert. 

Mr. ScuHacuner. But your firm is# 

Mr. Mann. Our firm are not tax experts. We engage a tax expe: 
in our firm, 

Mr. Scuacuner. Has that policy ever been cleared with him? 

Mr. Mann. I don't believe so. 

Mr, Scuacuner. What is his name? 

Mr. Mann. Mr. Gassner. 

Mr. Scuaciuner. What do you engage experts for if you dor 
clear your policies pertaining to tax returns with him ? 

Mr. Mann. I am afraid I cannot answer that. 

Mr. Scuacuner. Now, you do know, though, do you not, th 
the filing of a false return is a crime against the United States. 

Mr. Mann. Without question. 

Mr. Scnactner. And you know that the penalties of perjury a 
ply to it? 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Well, they do not apply if someone doesn’t sig 
the return; the penalties for perjury, that is. Is that not right? 

Mr. Mann. Yes, sir, it would seem right, but there is no persor 
return which we have prepared which we will not admit that we pi 
pared, but we are willing and able to stand in back of any return 
have prepared. 

Mr. Scuacuner. But not stand in back to the point where y 
make yourself liable for perjury? 

Mr. Many. I don’t believe that was a question, and as a matter 
fact, I recall on tax returns of a number of yours ago, that it was t! 
practice among accountants to add a paragraph or two to this pa 
ticular statement in order to protect their position, and they fe 
that the tax department had gone a way overboard in asking for 
tain signatures, and I refer you to the files of the State societies, ar 
=o On. 

Mr. Scuacuner. You were aware of these discussions, is that right 

Mr. Mann. That is right. 

Mr. ScuacuNner. You felt like some other accountants did, that t! 
Treasury Department was unreasonable on that subject, is that 1 
right ? 

Mr. Mann. We did. 

Mr. Scuacuner. And you hit on the perfect solution: Instead 
vdding the paragraph, vou didn’t sign it at all? 

Mr. Mann. We have never signed personal returns, prior to th 
discussion or after. 

Mr. Scuacuner. Did you suggest in that discussion that you h 
hit on the perfect solution ¢ 

Mr. Mann. No, sir. 

Mr. Scnacuner. But were you keeping that solution a busin: 


~ecrel ( 
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Mr. Mann. It was open for everyone to see, including the tax de- 
partment, 

Mr. Scnacuner. Did you think that this particular method of 
making out tax returns gave you a sort of competitive advantage 
which you should keep as a business secret / 

Mr. Mann. Novsir. This had nothing to do with anyone else, 

Mr. SCHACHNER. Well, all of the other people were troubled there. 
Chis was a heavy responsibility which they were incurring when they 
signed a tax return, and didn’t vou tell them, “Well, gentlemen you 
worry in vain: we have the perfect solution. Don't tell the Treasury 
that you are signing returns, and let them find out.” 

Mr. Mann. Let me make this clear. Mr. Schachner. On all busi 
ess returns, on all partnership returns, and on all corporation re- 
turns, Where we were doing audits or, I should say, I believe it would 
be safe to say on all business returns, all corporations, all partnerships, 
ill trusts, and all estates, we have signed each and every one of them, 
nd it is only in connection with personal mecome-tax returns that 
e do not sign them. 

Mr. Scuacuner. Unless the number of occasions on which you com 
plied with the law is a very small number, you needn’t bother enumer- 
iting them all. Tam just inquiring about the types when vou didn’t 
sign them. 

Mr. Mann. Well, my first point would be whether it is required by 
iw. 

Mr. Scuacuner. Well, that you haven't found out. in spite of the 
fact that you hold yourself out—— 

Mr. Mann. You are making it a statement of fact- 

Mr. Scuacuner. Now, sir, please, I will accept your statement. 
And, now, have you found out that it is the law that vou have to sign 
them, or have vou not ¢ 

Mr. Mann. I have not, sir. 

Mr. ScHACH NER. Well, that is all I said. So [I was rioht nomy 
tatement, is that right? 

Mr. Mann. If you will repeat the statement, I will check it. 

Mr. Scnacuner. At any rate, vou haven't found out the law: that is 
your first point ¢ 

Mr. Mann. Yes, sir. 

Mr. Scuacuyner. Do you have any other point to add to that ? 

Mr. Mann. No, sir. 

Mr. Scuacuner. All right. And now, I still go back to that dis- 
ission which you had with the other accountants, and didn’t you turn 
to them and say, “Look, you don’t have to sign this”? 

Mr. Mann. I don’t recall any such discussions. 

Mr. Scuacuner. Now, again I am plainly confused, and I thought 
that you were testifying to such discussions / 

Mr. Mann. No, sir; I referred you to discussions in the State society 
nd bulletins, and things of that nature. 

Mr. Scnacuner. Well, now, did the idea dawn on you that if there 
so much serious discussion of that, people can’t get out of it quite so 
isily? 

Mr. Mann. It must have been that Mr. Landau was told by someone 
at it was not absolutely required. 

Mr. Scuacuner. By someone? 

Mr. MANN. I have no idea how he would arrive at the poli \ 





240) INTERNAL REVENUE INVESTIGATION 


Mr. Scuacuner. But you never questioned it é 

Mr. Mann. No, sir. 

Mr. Scuacuner. Aithough, for all vou know, you may be incurt 
an even more serious liability by failing to disclose that you prepar 
the return / 

Mr. Mann. I had no idea that it was a requirement of the tax retu 
that that be filled out. 

Mr. Scuacuner. Let me ask you this: Was it the practice in yo 
firm, even in the vears 1945 and 1946, to prepare returns solely fr 
oral reports which you received ¢ 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. And you took no steps to ascertain whether the on 
reports were true or false / 

Mr. Mann. Are you speaking generally or in Mr. Olson's case ‘ 

Mr. Scuacuner. In Mr. Olson’s specific case, or generally. 

Mr. Mann. In Mr. Olson’s case, | know that his checks were 
amined, and his deposits were examined, ana whoever Wits Prepal 
his return prepared it based on such an examination, 

Mr. Scuacuner. And gave back the records ¢ 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. That is for 1945 and 1946 ¢ 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. And for 1947, 1948, 1949, and 1950, vou have pr 
duced all of the records that were ever given to vou ¢ 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Now, in connection with the preparation of 1 
personal return of Mr. Olson, did you usually have discussions w 


him / 


Mr. Manwn. I did not. 

Mir. Scuacuner. Who did? 

Mr. Mann. The man onthe job, or Mr. Landau, 

Vir. Scracuner. Who wasthe man on the job / 

Mr. Many. In late vears, it was Mr. Sheckland. 

Mr. Scuacuner. And he is available today: is he not / 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Now, do you think it is a proper practice to 
pare an Thneome-tax returh on the basis of oral information wivel 
junior in the office / 

Mir. Mann. The tax department does it with people who come 
the office, ina | see no reason whi accountants can't do it. 


Mr. Scuacuner. Are you also the accountant for the 1} 


()lson Corp. ¢ 
Mr. Mann. Yes, sir. 
Mir. Scuacuner. You are 
Mr. Mann. Yes, sir. 
Mr. Scuacuner. Have you prepared the tax returns for that 


/ 


poration ¢ 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. And I take it that it is the policy of your firn 
ha such returns / 

Mr. Mann. Yes, sir. 

Mr. Scuacuner. Is that right / 


Mr. Mann. Yes, sir. 
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Min SCHACTINER, Mr. Witness, ] will show you a papel here, il al 
ust tuke a look at it. 

( Document handed to the witness. ) 

Mi. Scmacainer. Can you tell me whether you recognize that paper, 
ind just say “ves” or “no,” W hether you recognize it. 

Mr. Mann. Yes, sir 

Min. SCHACHNER. You recognize it? 

Mi. Mann. Yes, sir. 

Mr. Scnacuner. Should that paper bear the signature of the person 
preparing it ¢ 

Mr. Mann. If we had prepared it, we would have signed it. 

Mr. Scuacuner. Did you prepare it 4 

Mr. Mann. | don’t believe so. 

Mr. Scuacuner. Were you the accountants for J. B. EE. Olson 
rp.! 

Mr. M ANN. Not for this vear, ] beheve that isthe correct statement. 

Mr. Scuacuner. When were you first retained as accountants for 
the J. B. EF. Olson Corp. 4 , 

Mr. Mann. My recollection, only, it is sometime in 1947, 

Mr. ScmacuNner. Sometime in 1947, is that right ¢ 

Mr. Mann. Yes. 

Mr. Scuacuner. Do you know, by any chance, who John J. Barry 

Mr. Mann. I never knew the man. but I believe he was connected 

th the frm, or was the bookkeeper, or somethn La and | don't recall 
exactly. 

Mr. Scuacuner. He was connected with which firm ? 


Mr. Mann. The J. B. E. Olson Corp. 
Vr. Scuacuner. Do vou know who the 


/ 


rp. Was during 194 
Mr. Mann. I don't reeall, sir. 
Mr. Scnacuner. By the way, didn't vou feel that 
mes B. E. Olson Corp. were also called fon by this su 
Mr. Manw. I didn’t think of it that wav. but we don't have 
r books. and I don’t believe it calls for it. The first time t] 
mentioned was today. after the close of the morning 
changed schedule i) of the subpena, md th 
| have received, let is ] LKt { clear. 
Mr. Scuacuner. Your impression w {] oi) ubpe 
Int eall for that mnformation / 
Mr. Mann. It is not an impression: it definitely did not call for it. 
Mr. Scuacuner. Well. sir, T do not wish to argue with vou, but 
subpena ealls for books relating to expenditures by James B. E 
on. and surely the records of the James B. E. Olson Corp. relate to 
penditures also of James B. E. Olson? 

Mr. Mann. In anv event, it is a question that doesn’t mean any- 
o, because we have none of the Olson Corp. records in our eflice. 
Mr. Senacuner. I suggest that Mr. Mann be temporarily excused, 

that Mr. Landau he isked to take the witness stand. 
Mr. Mann. May I turn these books over to vou officially, sir? 
Mr. Scuacuner. Yes. sir: and mav the record show that the witness 
iv} ine over three bundles of hooks. and ] take t that you have now 
it] of the rec rds COVE red 


i i 


fied that as far as vou know, those are 


es ibper a which vour firm has? 
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Mr. Mann. No, sir; I have not done that. Insofar as Mr. Olson. 
have; and insofar as these various corporations, I have told you th 
we have a mass of canceled vouchers and statements at the office, ar 
there may be some additional papers turning up during the afternoo; 

Mr. Scuacuner. Subject to that qualification, you have produc 
all that you know of? 

Mr. Mann. All that I have available, ves, sir. 

Mr. Scuacuner. All right. 

Mr. Mann. I am sorry. I have some more tax returns which 
would like to present to you, too. 

Mr. Scuacuner. What are they? 

Mr. Mann. The first, I gave you this morning, I believe, the W 
Industries partnership return. 

Mr. Scuacuner. No, if you just will tell us what the papers are 
your possession. 

Mr. Mann. I have here Canandaigua Industries, copartnership 1 
turn of income for the period ended December 3, 1945, and also 1 
excess-profits tax return—also an excess-profits tax return for Cana 
daigua Industries, Ine., for the period to February 5, 1945; and al 
the New York State franchise tax return for Canandaigua Industri: 
Inc., covering the fiscal vear ended February 5, 1945. 

Mr. ScuacuNer. Wil! you step down, Mr. Witness? 

You are not excused, Mr. Mann. 

Mr. Kine. Mr. Landau, will you please come forward and take t! 
stand ¢ 

Will you be sworn, Mr. Landau? Do you solemnly swear the ey 
dence you are to give this committee will be the truth, the wh: 
truth, and nothing but the truth, so help you God ? 

Mr. Lanpav. I do. 


TESTIMONY OF FRED I. LANDAU, MEMBER OF THE FIRM OF FR! 
LANDAU & CO., NEW YORK, N. Y. 


Mr. Scuacuner. Mr. Landau, would you please state your 


/ 


hanie* 

Mr. Lanpav. Fred Landau. 

Mr. Scuacuner. Is your name Fred Landau or Fred 8. Land 

Mr. Lanpav. Fred I. Landau. 

Mr. Scuacuner. Where do you reside, Mr. Landau ? 

Mr. Lanpav. Harrison, N. Y. 

Mr. ScuacuNner. What is your office address, sir? 

Mr. Lanpavu. 1440 Broadway. 

Mr. ScuacuNer. What is your occupation, sir? 

Mr. Lanpav. Certified public accountant. 

Mr. Scuacuner. Are you entitled to practice before the Treas 
Department of the United States? 

Mr. Lanpav. [ am. 

Mr. Scuacuner. Are you a partner in Fred S. Landau & Co. ? 

Mr. Lanpavu. Fred Landau. 

Mr. Scuacuner. There is no “S” in your firm name? 

Mr. Lanpavu. Fred Landau & Co. 

Mr. SCHACH NER. Among your clients, do you have one James LB 


Olson? 
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Mr. Lanpav. I do. 
Mr. Scuacuner. How long has Mr. James B. E. Olson been vour 
client ¢ . 
Mr. Lanpav. Approximately about 5 years. 
Mr. Scuacuner. That would make it since the vear 1946 / 
Mr. Lanpav. That is right. 
Mr. Scuacuner. He wasn't a client of yours in 1945? 
Mr. Lanpav. No, sir. , 
Mr. ScHACHNER. Can you explain, then, how his income -tax return 
for the year 1945 turned up among the papers / 
Mr. Lanpav. It was made out in 1946. 
Mr. Scuacuner. You didn’t do the accounting all along in 1945? 
Mr. Lanpavu. No, sir. 
Mr. Scuacuner. The first time he consulted you—— 
Mr. Lanpavu. We didn’t do the accounting for 1946, either. all along 
Mr. ScuHacuner. Well, now, do I understand. then. that in 1945 he 
msulted you first when it was time to make out his income-tax return é 
Mr. LANDAU. I don't believe it was in 1945: I believe it was the be 
nning of 1946, to the best of my knowledge. 
Mr. ScuHacuner. In 1946? 
Mr. Lanpav. Yes, sir. 
Mr. Scuacuner. When he had to make out the 1945 return ? 
Mr. Lanpav. That is right. 
Mr. SCHACHNER. Now, who did the act ounting for him during the 
year 1945 ¢ 
Mr. Lanpav. I don’t know; I don’t believe he had an accountant 
Mr. ScHacuner. And dur ing 1946. do you know w hether he had at 
iccountant ¢ 
Mr. Lanpav. He did not. 
Mr. Scuacuner. | take it he is quite expert in those matters, hin 
elf. 
Mr. Lanpav. That is a question which he would have to answer. 
Mr. ScuacHner. Well, now, from your observation, would you say 
was expert in that ¢ 
Mr. Lanpav. I wouldn't say so. 
Mr. Scuacuner. Sir, do you know that he is the former chief of 
income-tax division of the Brooklyn collector's office? Did y 
w that / 
Mr. Lanpav. I thought he was in the collector’s office. 
Mr. Scnacuner. I beg your pardon / 
Mr. Lanpav. I thought he was in the collector’s oflice. 
Mr. ScHacuner. Yes, he was. 
Mr. Lanpav. I was always of the impression he was in the collector's 
office. 
Mr. Scuacuner. That is right: first dealing with the income tax 
re, and then dealing with alcohol taxes / 
\Ir. LANDAU. I cant answel that questio! . because | didi rn” k1 Ow 
duties. 
\ir. ScuHacuner. But as far as vour own observation was concerned, 
can't tell whether he knew much about accounting / 
Mr. Lanpav. No: I can’t. 
Mr. Scoacuner. Could you say that he didn’t know anything 
i+ ¥ 
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Mr. Lanpav. I couldn't answer that question. 

Mr. Scuacuner. What can you say, at least 

Mr. Lanpav. I never discussed it with him, and I couldn't s 
whether he was a good accountant or not an accountant. 

Mr. Scnacuner. Well, let us see. Can you say this much, limit) 
your answer to the year 1945: That if, during that year, he did poss 
any knowledge about accounting, he didn’t use it for his own person 
affairs? 

Mr. Lanpav. That is too far back to gO, and I could never recol} 
what happened 6 years ago. Lam not that brilliant. 

Mr. Scuacuner. You mean you couldn't recollect, for instar 
what records he brought in to have his 1945 return prepared ¢ 

Mr. Lanpav. No. 

Mr. Scuacuner. Now, let us go back to 1950. Do you know w 
records he had pertaining to the year 1950 ¢ 

Mr. Lanpav. I wouldn’t know, because I don’t take care of any 
the detail work. 

Mr. Scuacuner. Well, did any of your men ever discuss the k 
of records which he had ¢ 

Mr. Lanpavu. If they hada question ora problem about some ite 
which they didn’t know, they would ask me whether [I could find o 

Mr. Scuacuner. Well, now, have you ever discussed with 1 
younger men in your office what adequate records are ¢ 

Mr. Lanpav. Not for a good many years. I have been away f: 
that end of it for about 10 years. 

Mr. Scuacuner. Forgive me. What end of the accountine ti 
do you devote yourself to? One not dealing W ith records ¢ 

Mr. Lanpavu. No, sir. Mostly contacting and conferences. 

Mr. Scuacuner. | beg your pardon / 

Mr. Lanpav. Mostly contacting and conferences. 

Mr. Scuacuner. Well, now, whom do you contact / 

Mr. Lanpav. Various clients. 

Mr. Scnacnner. And with whom do vou confer ¢ 

Mr. Lanpav. With the chents. 

Mr. Scuacuner. In these conferences, do you ever discuss 
them what adequate records are? 

Mr. Lanpav. Not unless it is a very, very large client, and I k 
that to the junior partners. 

Mr. Scuacuner. The inadequacy or adequacy of your clients’ 
ords, if they are small clients, is judged by junior partners ? 

Mr. Lanpav. That is right. 

Mr. ScuacuNner. Pursuant to your general instructions ? 

Mr. Lanpav. That is right. As a matter of fact. I don't go 
the adequacies of any clients’ records, because I wouldn't have 
time, with the practice we have, and it is impossible for me to 
into that end of the accounting field. | have enough confidenc: 
mv partners to handle that end of it. 

Mr. Scuracuner. That is. the adequacy of a client’s records is 
entirely to your junior partners ? 

Mr. Lanpav. That is right. 

Mr. Scuacuner. Is that right? 

Mr. Lanpav. That is right. 

Mr. Scuaciuner. And you have given them instructions years 
what adequate records are; is that right ? 
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Mr. Lanpavu. Yes, sir. 

Mr. Scuacuner. And their memory is much better than yours, and 
that they remember what happened, iet us say, back in the yeal LO4G ¢ 

Mr. Lanpav. That is still hearsay, and-I don’t know whether their 
memory is better than mine or not, but I leave that entirely to them, 
nd I have faith and confidence that they will take care of that 
properly. 

Mr. Scuacuner. But. if thev were to re ly that vou knew what hay 


pened in 1946, they would be mistaken ¢ 

Mr. LANDAU. That - hearsay, and L can't read their minds 

Mr. ScuacuNner. Well. if 1, myself, were to think that you probably 
remember what happened in 1946, 1 would be mistaken; that not 


right 4 
Mr. Lanpavu. That is vour thoughts. 
Mr. ScHacuNer. Well. now. vou have testified that vou can’t ren 


ber back to 1946 7 


Mr. LANDAU. That rietit 
Mr. SCHACHNER. But vou i> nmed that your p rtners « nore! ember 
ck ¢ 


Mr. Lanpav. I didn’t sav that at all. 
Mr. Scuacuner. You are satisfied to have them judge the adequacy 


| forgotten your instruc 


of records, even though they may have lor 
tions: Is that right / 
Mr. Lanpav. That is right. 
Mr. SCHACH NER. Well. now, to whom dl am vou leave the respo. 
bility of judging whether Mr. Olson’s records were rdequat 
Mr. Lanpav. Mr. Mann 
Mr. Scuacuner. He determines whether or not the records wer 
iequate ¢ 
Mr. Lanpav. That is right. 
Mr. SCHLACTINER Dict e evel isk you any questions il Hit AE 


‘ 


(Ison - records 4 


Mr. LANDAU. He may have on oceas on. but not on the records It 
i\ have been on certal terms, but never on the records 

Mr. ScuacuNner. Can you remember an item he asked you a qu 
on about ¢ 
Mr. Lanpavu. Lean’t. [just can’t point to any indis 

Mr. Scracuner. Well, back in 1946 

Mr. Lanpav. [certainly could not answer that 

Mr. ScuacuNner. Well, let us trv. 

Mr. Olson, we have seen te stimony, deducted something like Ss. 


entertainment and promotion expenses, and did Mr. Ma isk you 
; »t / 


Vv ql estions about 


Mr. LANDAU. No: he a ch 3 


Mr. ScuacuNner. Did he ever ask vou any questions about what kind 
records you need to have about wagering transactions / 

Mr. Lanpavu. No: he didn't. 

Mr. ScnacuNner. Did vou ever give any general instructio is te 
it records are to be kept in connection with wagering transactions ¢ 


Mr. LANDAU. Never. 
Mr. SCHACH NER. Did vou know that anv of vour chents had wage) 
& transactions 4 by the Wav. SIP, Dave Vou al aden | V What act 


, 


ite records ure 
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Mr. Lanpav. Well, I should imagine a complete set of double-ent 
books with complete details supporting the set of books, would be a: 


quate records. 

Mr. Scuacuner. And the supporting documents ¢ 

Mr. Lanpav. That is right. 

Mr. Scuacuner. Merely having one’s canceled checks around, 
that keeping adequate records ? 

Mr. Lanpavu. Well, for a personal account, I would assume it wor 
be ade quate records. 

Mr. Scuacuner. Well, now, suppose there is a check there sayi 
“Stork Club, $200,” and is that the record which would enable you 
determine how to handle that on an income-tax return ¢ 

Mr. Lanpav. Well. if there is a check for Stork Club, S200, we doy 
go any further, and it is entered as a check for the Stork Club; and 
they want to refer to it, they would either try to get the bill from 1 
client or write to the Stork Club and get a copy of the invoice. And 
a concern is running a business or running an operation, I say, “Ye 
they keep all of their bills, and the bills are a part of the purcha 
record. But in a personal account, | wouldn’t consider it as an adi 
quate re ord. We never check into that. 

Mr. Scnacuner. You would not consider it an adequate record 
a personal account ? 

Mr. Lanpav. No. 

Mr. Scuacuner. Merely keeping checks, in your opinion, is 1 
keeping an adequate record ? 

Mr. Lanpav. In a personal account, I would consider it would 
idequate. 

Mr. Scuacuner. I am sorry; 1 don’t get your testimony v 
clearly. 

Mr. LANDAU. | told you before. I considered adequate records 
personal account just the checks, the canceled vouchers, and | 
repeat it again. 

Mr. SCHACH NER. Now, would you consider merely keepi «“y 
checks adequate to support a deduction of the sort which I h 
described ? 

Mr. Lanpav. In a personal account: ves: I would if the check 

inceled by the person who receives it, by the person to whom if 
mace out. 

Mr. Scuacuner. Now, suppose you have a check saying, “S200 
the Stork Club,” and you find the endorsement of the Stork Club 
back, and how would you handle that transaction ? 

Mr. Lanpav. We would consider it as a disbursement, $200 disbu: 
ment to the Stork Club. 

Mr. Scuacuner. How would you handle that on an income 
return basis ? 

Mr. Lanpav. Asa traveling-entertaining item. 

Mr. ScHacuner. You would, sir? 

Mr. Lanpav. As a travel-entertaining item. 

Vir. Scuacuner. You would do that ? 

Mr. Lanpavu. We would question the client first. 

Mr. Scnoacuner. You would question the client first ? 

Mr. Lanpav. Yes, sir. 

Mr. Scuacuner. And what kind of record would you make a 
the information received from the client ? 
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Mr. LANDA ‘ We make ho records, and we can't keep a voluminous 
ecord of every quest lon that is asked on every bill. We would need 
! ules and miles of storage space, and we would need, instead of the 
flice force we have, we would need 30 or 40 times as many men. 

Mr. Scuacuner. Now, when a revenue agent drops in, and he finds 
i check, “$200, Stork Club,” and he finds that that check was deducted 

s a travel and entertainment expense, what records does he ask 
vou for? 

Mr. LANDAI . Well, In some cases he accepts the chee kK, and some 

ther cases he requests a copy of the invoice. 

Mr. s\« HACTINER, Well, how, you don’t vet invoices in the Stor! 
Club ¢ 

Mr. LANDA ; ] Ss hould Mnagine vou woul | vet in voices at any club, 

nd you would get your tabs at the end of the month, or you would get 
record of what you had spent. I know I belong to a country club, 
nd at the end of the month we get our record of the bills. 

Mr. ScHacHner. Do you deduct the dues to your country club on 

our own return, sir? : 

Mr. Lanpav. I refuse to answer on the grounds it may incriminate 
me. and it is not a fair question. 

Mr. Scnacuner. Did I hear you right, sir, that you refuse to answer 
on the grounds that that might tend to incriminate you’ Is that right, 
sir ¢ 

Mr. Lanpav. Mr. Chairman, may I ask a question ? 

Mr. Kine. You may. 

Mr. Lanpav. Am I on the stand here as a witness, or am + on the 

tand here as being examined for my own self / | will be very happy 
to give the committee any information or any help whatever xt Vv want 

connection with a client, but this is a personal ¢ juestion which has 
do with my own returns. 

Mr. Scnacuner. Mr. Chairman, may I suggest that the only obje 
tion a witness can have to answering any questions here is on the 
crounds that the answers might tend to incriminate him. and 

tness wishes to take that position he may say so, and I do not think 

it it is incumbent upon counsel of the committee to explain what the 

irpose of the question Is. 

Mr. Chairman, may I ask for the direction of the Chair that the 

estion be answered ? 

Mr. Kine. Will vou explain it to the committee, Mr. Counsel ? 

Discussion between counsel and the committee. ) 

Mr. Scuacuner. For the time being, I will withdraw the previous 

estion, Mr. Witness. 

Mr. Lanpav. I will withdraw my answer, too, pleas 

Mr. Scuacuner. Yes; you may, if you wish, with the permission of 

e chairman; you may withdraw your previous answer. 

Mr. Kine. You may, Mr. Landau. 

Mr. Scnacuner. The whole previous question and the previous 

swer may be stricken from the record. 

Now, Mr. Witness, we have heard testimony this afternoon that you 

tablished a policy of not signing personal returns prepared by your 

i: isthat right ? 
Mr. Lanpav. That is right. 
Mr. ScHACHNER. When did you establish this polices ; 
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Mr. Lanpav. I don’t remember, but it was a good many years ag 
I couldn't tell you just when. 

Mr. Scuacuner. Did you consult anybody about establishing tl 
pol cyt 

Mr. Lanpavu. No. We just discussed it at State society meetings, a 
we discussed it with a couple of other accountants, and on the basis 
our discussions | thought it was—I set the policy not to sign 

sonal returns, 

Mr. Scuactner. Do vou know of ar \ other accountants who ha 
the sume polices 4 

Mr. LANDA 

Mr. Secu } you mention a few names 4 

NI i DAI ihiheot mention the names now, and | don't remy 
ber who s, but there are more that don’t than do. There a 
prac 
Mr. Scnacuner. Although the information ts called for by a Tr 
urv form: is that right ¢ 

Mr. Lanps Phat is rieht. 

Mr. ScracuNner. Now, sir. there was testimony here that you 
familiar wit : : > oO the | nited estates, and are you 
familiar / 

Mr. Lanpav. Tam, superficially, and you could never be famil 

th il] of the tax law ot the Ln tec States 

Mr. ScuacuNxer. But you do hold yourself out as being sullicient 
expert to kr how to prepare an mncome-tax return ¢ 

Mr. Lanpav. We hold the firm out to know how to prepar 
recur 

My HmacHNer. You hold yourself out, sir, to be able to rey 
clie ( ‘Treasury Department, do vou not ¢ 

Mi sA) LT hold the firm out 

Mir. Scu ! hl Well, now, sir, you are entitled to practice 
the Treasury Department ¢ 

‘Ir. LANDAU. Phat is right. 

Mir. SCHLACHNER Will vou tell me, sir, whether o 


cally al the large firms do not sien personal tax returns. 


rnot vou a 
petent to practice before the Treasury Department ‘ 
Mr. Lannavu. Ethink Lam: I do. 
Mir. Scuacuner. Well. now, in your view of the cua li fic ation 
elore the T easury Dey artinent, don't vou th lik 
rules Lfoverning the filling out of mcome-tax 
i hould be one of the qualifications ¢ 
Mir. Lanpat 
Min. Scuracn R Now, do vou know at least that the form of al 
mne-tax return prescribed by regulation 4 
Mer. Lanpau. That is right. 
ScuacuNner. And don’t you feel that it is your duty to sup] 
nformation called fon by an mcome-tax return 4 
vu. Allbof the information that we can avail ourselve 
uNxer. Well, please correct me if Tam wrong, but isn't 
neome-tax return supposed tosupply information to the Governni 
Mr. Lanpav. That is right. 
Mr. Scuacuner. And arent you supposed to supply all of th 
formation which you have / 
Mr. Las On personal returns we cant supply all of the i 


mination. 
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Mr. Scnacuner. But you prepared the return / 

Mr. Lanpbav. We prepare the return from oral statements, and we 
do not prepare them from books and records, 

Mr. Scuacuner. Is that why you are afraid to sign ? 

Mr. LANDA : That I< One ot the rensons. 

Mr. Scuacuner. Well, now, have you ever mentioned this t 
lreasury / 

Mr. Lanpau. No: I haven't, and it has never been brought 
me, and we have had hundreds of tax examinations. and it was 
brought up. 

Mr. Kean. May ] ask I question There, Mr. Chairman / Phe | 
me-tax returns that you have filed, do you automatically shoot them 

all at one colleetion district / 

Mr. Lanpavu. No: to the various colle tors’ districts where they 
ons, and there may he some first, secona, and third, and some , 
iny, and some out of town 

Mr, Kran. So the fact—— 

Mr. LANDAU. lt has bee ill over the OUnTrY, and we have 

rns in California, and in Vermont, and in Richmond. and in 
winia, and we have had them all over the count ve und we have never 
been questioned all of these vears. , 

Mr. Iki \N. You have never been quest oned by anv collee for at any 
place in the United States with reference to this? . . 

Mr. Lanpav. That is right. 

Mr. Ki AN. Do you thin k the « Olle Tore KNOWS That it is berg {i edd tp 
] 


fhe accountant, or thinks Tiisat the rely dy i} = do ne the 1] 


/ 


ere Is ho way to ley Ow 
Mr. Lanpav. Well, they would know on the examination 

ive the examination, and the revenue rent would ce 

hether we did. 

Mr. Chairman, I want to add this: That when we 
enerally, especially if they are filed—or no matter wl 

“l— we send a Supporting letter With it to the colle tors offi 

e may have 40 or 50 or 100 or 200 returns, and with that letter we 
receipt from the collector that Wwe - 

Mr. ite AN. 30 that you have a recelpt, and vou 

ec] ? 

Mr. Lanpavu. That is right 

Mr. Kean. That is on your letterhead 
Vr. LANDAU. On our letterhead 
Mr. Kean. And vou have 
the United States / 

Mr. Lanpav. And we send 

e chent to file in such and sue 
whatever other signature is 

Mr. Scuacuner. But you don't st 
Mr. Lanpav. No: vou don't 

Mr. Scoacuner. Just that you 
Mr. Lanpav. That ; 

should be removed, 

\ir. Chairman 
Mr. DeWinp. Mr. L 


r 


; 
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Mr. Kine. As chairman of this subcommittee, I do not wish 
prejudice the attitude of the committee concerning the diligence wii 
which records were produced by the witnesses, and which we | 
heard today. However, I wish to remind witnesses, past and future, 
their obligation to produce records with the utmost diligence. | 
diflicult work of this committee, unfortunately, demands that pers: 
subpenaed set aside their private convenience in the public inter: 
Every effort will be made to keep such inconvenience at a minin 
while Lam chairman. However, when it is determined that a subp: 
must issue, we shall require and if need be enforce the utmost go 
faith in complying with its terms. Whether the compliance in t 
case meets the standard, we shall in due course determine. 

Mr. Circele, would vou kindly step forward and take the sta 
please ¢ 


TESTIMONY OF VONNE V. CIRCELE—Recalled 


Mr. Kine. You have been previously sworn ? 

Mr. Crrcere. Yes. 

Mr. DeWinp. Mr. Chairman, may the record show that Mr. V 
Circele is resuming his testimony ‘ 

Mr. Kina. It Is sO ordered. 

Mr. DeWrxv. Mr. Circele, when vou testified here on Monday of | 
week, you heard Mr. Olson’s testimony; is that right ? 

Mr. Crrceite. That is right. 

Mr. DeWinp. And you were present when Mr. Olson gave tes 
mony which was apparently in rather sharp conflict with the tes 
mony that vou had given? 

Mr. Crrcece. That is right. 

Mr. DeWinp. Now, after that. Mr. Circele. did vou give fim 
thought and consideration to the testimony that vou had given. 
as to the events about which vou had testified 7 

Mr. Circeie. That is right. 

Mr. DeWtinp. Were you disturbed about the apparent cont 

Mr. Crrceie. Yes: I was. 

Mr. LD Winp. And so vou rave a eood deal of thought to 1: 
right ? 

Mr. Circeir. Yes, sir, I couldn't figure out in my own mind 
or what circumstances in which Mr. Olson could refute those cir 
stances that stuck so clearly in my memory. 

Mr. DeWinp. That is, it seemed—vyour recollection seemed so 
to you that you did not understand how Mr. Olson could attemypr 
contradict you ? 

Mr. Crreetr. Absolutely. 

Mr. DeWinp. Now, do you recall in greater detail than you sta 
the other day, the circumstances under which Mr. R..J. Blauner han 
to vou the list of prospective customers which he said had bee 
nished by Mr. Olson ? 

Mir. Crreete. Yes, sir. 

Mr. DreWinp. Now, could you briefly deseribe the cireumst 
surrounding the giving of that list to you by Mr. Blauner? 

Mr. Circete. As I recall it. I was released from a naval trai 
school on a Friday, and I believe the second week in October 
and on my way to Brooklyn, to home, from traveling in from Bayo 
I stopped off in the office at 120 Wall Street, about 6 o'clock that nig 


‘ 
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o see if any salesman might still be there, what had happened in the 
ay of orders, that any sales manager would naturally be interested 
n, and I found Mr. Blauner there sitting at my desk. 
Mr. DeWrnp. That is Mr. R. J. Blauner? 
Mr. Circenr. Mr. R. J. Blauner. And I am quite certain it Was at 
at time that he handed me this list, and he says, “We have a new 
ce president, Jimmy Olson.” 
Mr. DeWinp. May | interrupt’ This is a Friday evening, abo 
o'clock in the evening ? 
Mr. Crrceie. I am quite certain, 
Mr. DeWinp. And you came into the office at the end of tl 
nad you were Coming back to work the following Monday; 
ht! 
Mr. Crrceie. Yes. 
Mr. DeWinp. And you had been away to the Navy training school / 
Mr. Crrcertr. Yes. 
Mr. DeEWinp. And at 6 o'clock in the evening, you found Mr. Rh. .J 
launer at the desk ? 
Mr. Circete. That is right. 
Mr. DeWinp. I see. Please go ahead. Iam sorry. 
Mr. Circere. He said, “We now have a new vice preside nt, Mi 
mmy Olson, who is voing to help us make sole more sales. ana 
‘showed me this list, and he told me, as I recall it, "Next week, vo 
in take a transcript of these names and start soliciting them,” whic! 
have testified prey iously 10, 
Mr. DeWinp. Now, did he make any comment to you about w! 
e effect of getting this assistance from Mr. Olson would be 
Mr. Crreeie. 1 don’t recall specifically. 
Mr. DeWixp. Did he say anything to you about what sort of help 
s would give vou 
Mr. CIRCELE. He sald, ves, l remember one remark this may not 
the exact wording. but im effect he said. vad wont be long unt 
ur competitors are beginning to wonder how vou could get around 
fast and get so many orders as an indi dual.” 
Mr. DeWinp. That was on the Friday evening, and vou came back 
work the following week, and that is when you got the list 4 
Mr. Crrcere. That is when we started to work on the list. 
\r. DeWInp. He handed you the list on Friday evening ¢ 
Mr. Crrceie. As I recall it. that is right. 
Mr. DeWinp. And the following week you got to work on the list ¢ 
Mr. Crrcete. That is right. 
Mr. DeWinp. Now, how did you handle the names on the list 
Mr. CIRCELE. | had the stenographet in the office take off a tran 
pt on what we call ¢ “all he cards, little, smal] pocket cards that 
can slip in your pocket. 
\Ir. DeW IND, That Is, VOU handed het the list on one page, al (i siie 
dea card for each name: is that right / 
Mr. Crrcetz. That is right, and I kept that card list. and g 
ter list back to Mr. B]) auner, and I haven't seen it since. 
Mr. DeWinp. Now, Mr. Blauner was still there. and after the cards 
| been taken off, the list went back to him, and he took it away with 
r. CIRCELE. | do not . ll w ether he was there that Totlow 
day or hot, ania he \ 5 ih ania out oft the office OCCISTO! ally, but 
s sometime after t] hat he took the list: Tam certain of that 
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Mr. DeWinp. Now then, you personally began to make the cal] 
shown on these little cards, that had been taken off the list ¢ 

Mr. Circece. That is right. 

Mr. DeWinxp. Do you remember some of the companies you firs 
ealled on? 

Mr. CIRCELE. I believe one of the first I called on Was Peerless Ih 
porters, and Standard Food Products. 

Mr. DeWinpb. Peerless Importers was one of the first you called on 

Mr. Circetre. Yes, sir. 

Mr. DeWinp. Were you successful in getting business from then 

Mr. Circeir. Yes, sir: subsequently. 

Mr. DeWinp. Now, when you went to Peerless, do you rememb 
who you saw at Peerless ¢ 

Mr. Circeve. I don’t remember the initial contact, no. He is one « 
the executives; but it sticks in my mind for some reason that it was a 
Italian name, and he turned me over to a man by the name of Sa 
Rosenthal. with whom we have been doing business ever since. 

Mr. DeWinp. Sam Rosenthal works tor Peerless / 

Mr. Circeie. Yes, sir. 

Mr. DeWtnp. You first met one of the executives with an Italia 
name, who turned you over to Sam Rosenthal ¢ 

Mr. Crrceie. Absolutely. 

Mr. DeWinp. When you talked with this executive, what did y« 
say to him? 

Mr. Circere. I mentioned I was there at the introduction of M; 
Olson, who was a vice president of our company, to solicit his forn 
business, and he wanted to see what he had in the way of prospectiv: 
orders that we might serve him on. 

Mr. DeWinpb. This was in the latter part of 1948? 

Mr. Circene. IT believe it was, or the early part of 1949, and TL knv 
I didn’t waste much time starting in on that list. 

Mr. Ly WIND. Now, have you checked your records to find out | 
date of the first order that American Lithofold received from Peerle- 

Mr. Circete. Yes, sir. 

Mr. DeWinp. Can you tell me, was the date of that first ord 
March 3, 19497 

Mr. Circere. That is right. 

Mr. DeWinp. Let me show you this prece of paper, and is that 
your handwriting ¢ 

Mr. Crrcece. It 1s. 

Mr. DeWinp. Now, what does it say there about Peerless? 

Mr. Circeie. It says: 

Che first order from Veerless Importers was dated March 3, 1949, ar 
sulesman assigned to it was a man by the name of Emmett 


Mr. DeWinp. Mr. Circele, do you recall on what date Mr. Nu 


first gave vou letters to be sent to prospective customers, introduc 


vou / 


Vir. Circene. | believe it was about the first week of March of 19 

Mr. DeWinp. Mr. Chairman, may the reeord show here that 
so-called Nunan list introduced in the record on Monday, shows t 
the letters were dated Mareh 4. 1949. 

Mr. Kine. Very well. 

Mir. DeWinpn. You had received an order from Peerless dated Ma 
>. 1949 7 
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Mr. Circete. That is right. 

Mr. De Wiunp. How long does it take, or what is about the shortest 
time In Which an order can come through after a contact is made ? 

Mr. Circeie. That depends a great deal on what the customer's 
present supply might be, and if he has got a supply in inventory, say, 
for 6 months, you wouldn’t order it for another 3 months ahead of that. 

Mr. DeWinp. In any event, it is entirely clear that if you got an 
order from Peerless on March 3 of 1949, it was prior to the time when 

eerless could have heard from the Nunan letters of March +, 1949, 
and placed an order / 

Mr. Circeite. That is a very logical conclusion, and IT would say 
“ves” to it. , 

Mr. DeWInp. As a matte of fact. you say that some time before 
that, you had introduced yourself to Peerless, using Mr. Olson’s name, 
which was on a little ecard, which had been taken from the list Mi 
Blauner had given you ¢ 

Mr. Circere. That is right, and even considering the time that 
e| ipsed, that is il very quick sale in our business, to make one that fast 
invhow. 

Mr. DeWInp. That is what you mean, whe ‘nh you mi ike a sale to any 
company, they have on hand supplies for some future period, and the 
order will come through after they have taken care of that / 

Mr. Crrcere. It is very rarely that you will walk into an account 
and they will be ready to p ylace an order right then and there. 

Mr. DeWinp. Now, do you reeall when you called on the Peerless 
Co. and spoke tothe executive, what was said about Mr. Olson? Whe 
you said, =a have bee! introduced to you by Mr. ( son what was the 

onversation ? 

Mr. Circerte. The — remark that I can recall was something t 
the effect that, “Oh, Jimmy is a vice president of vour company, good,” 

d I don’t reme rt r the exact words, 

“Mr. Di W IND. Generally when you spoke to peop! e about Mr. 

0} introducing vou, wh it were the types of eonversallon that you 

id, do you remember ? 

Mr. Crrceir. It was practically that same reaction, [T would say. 

Mr. Di WINp. | hey il] knew Mr. Olson .wW ho he was / 

Mr. Circetr. They seemed to, yes 

Mr. DeWixp. Did anybody ever say, “Who is Mr. Olson 

Mr. Crrceir. Not to my knowledge, that I remember. 

Pr. De WInp. Now, on Monday you testified that thereafter you 

ila x ensionally eall Nir. ( Yson, and On occasions Mr. Olson would 

1] you on the telephone. in regard to accounts on the list that wert 

der development or from whom orders had been obtained. 

Mr. Cirncere. That is right. 

Mr. DeWinp. Did you res il] pecifi tilly anv of those telephone 

versations ? 

Mr. Crrcete. Yes, sir: I recall one very specifically and IT don 

ill the exact date. but | he e 

1 Mr. Olson called me hetero tothe f 7 id tt 1 Mr. Moc Sli ! 

\lpine Wine & Liquor, and he was waiting to see me. 

Mr, DeEWinp. Mr. Olson called you? 

Mr. Crrcete. That is right. 

Mr. DeWinp. In the e = part of 1949 and inquired had you seer 
Mr. Moe Scheinink of Alpin eWine & L lquior ¢ 
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Mr. Circece. That is right. 

Mr. DeWinpb. At that time had any business been obtained by Lit 
ofold from Alpine Wine and Liquor ¢ 

Mr. Circete. Not to my knowledge. 

Mr. DeWinp. So that this telephone call preceded the first ord 

Mr. Circece. That is right. 

Mr. DeWinxp. Do you know when that first order from Alpine w 


recel\ ed i 

Mr. Circete. The first order from Alpine was received on April 
1949. 
Mr. DeWinp. And sometime prior to April 12, 1949, Mr. Ol; 
called you and advised you to get in touch with Mr. Moe Scheinin! 
Alpine Wine & Liquor ¢ 

Mr. Circete. That is right. 

Mr. DeWinpb. That he was waiting to see you ¢ 

Mr. Circetr, That is right, as though I hadn’t made my eall qu 


‘ 


enough. 
Mr. DeWixv. How do you happen to remember Mr. Scheinis 


hame ¢ 

Mr. Circere. Well, in listening to Mr. Olson’s testimony Mond 
and after reading some of the newspaper accounts, I conjectured 
my own mind how in the world he could dispute these things, a 
it stuck in my mind some way that the name of Scheinink was broug 
out the other day, and that immediately flashed into my mind 
name of “Moe,” and I connected it, the two together, and I remember 
back to that call then, where he specifically mentioned the man’s nar 
and referred to me to it as Moe Scheinink. 

Mr. DeWinp. That name. the name “Moe Scheinink” stuck in Vi 
mind ¢ 

Mr. Crrcece. That is right. 

Mr. DeWinxp. Why, because it was a somewhat unusual name? 

Mr. Circeve. | think it was because of the unusual aspect of 
hiame. 

Mr. DeWrxp. Now, do you recall any other specific telephone « 
versations between you eid Mr. Olson ¢ 

Mr. Crrcece. Yes, sir. 

Mr. DeEWINpb. Could you tell us about any of those ¢ 

Mr. Crrcete. In the summer of 1950, somewhere between June a 
September, I would say, Mr. Olson called our office at 120 Wall Stre: 

Mr. DeWinxp. Pardon me if L interrupt you, but how do you p! 
it between June and September of 1950 ¢ 

Mr. Circeir. Because I believe that is the time Mr. R. A. Blau 
returned to New York to take over my managerial duties. 

Mr. DeWinxp. And did that call come in after Mr. R. A. Blaw 
had returned ¢ 

Mr. Crreenre. It did. 

Mr. DeWinp. Pardon me, what was the call ? 

Mr. Circeie. The girl indicated, the girl that took the call in 
cated that Mr. Olson had asked for Mr. Blauner, Mr. R. A. Blaw 
and learning that he was not there asked for me. He got me on t 
wire, and he asked me how much business we had done with Alpi 
Blue Crest, and Peerless during the past 6 months, and I told him I: 
not have access to sales records any more, since Mr. Blauner’s 
turn, and he then said, “Il was in a meeting last night with these { 








~~ 
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lows, and they told me that between them they have placed about 

eight or nine thousand dollars’ worth of business with you during 
is past 6 months, and I haven't received no commissions, and what 
out that?” or words to that effect. 

And I told him I still didn’t know anything about it, and he asked 
to have Mr. R. A. Blauner call him upon his return. 

Mr. DeWinp. What did you do then ¢ 

Mr. Crrcete. | put a note on Mr. Blauner’s desk to call Mr. Olson 

thout any further comment. 

Vr. DeWrxp. So this was a call in which Mr. Olson asked what 

siness had been done with three liquor dealers on his list, and com 

iined that he had learned of eight or nine thousand dollars’ worth 
business vivel With the past i) months, and vet he had received 

COMMLSSIONS £ 

Mir. Crrcete. That is right. 

Vir. D1 WIND. Now, what were the hnumes of thre three concerns men 

ned in that telephone conversation 4 

Mr. Circece. As I recall, it was Alpine Wine & Liquor, and Peer 
Importers, and Blue Crest Wine & Spirits Corp. 

\ir. DEWIND. Why clo you think it was those three ¢ 

Mr. Crrceete. | dont know, except that I have seen in calling on 
se accounts that there seems to be some connection between the 

inagement or the operation of some kind. For instance I have been 

Peerless Importers, and IL would see the accountant there from 

Ipine Wine & Liquor, and I have been up at Blue Crest Wine, and 

mve seen the tabulat Inge supery isor there from (lpine, and so on, 

Mr. DeWinp. And so then Mr. Olson in his call to you sa d, “1 say 
se fellows last night.” 

Mr. Circeir. At some sort of a meeting, yes. 

Mr. Dt WINp. And he said altogethe they hac riven e ol I 
isand dollars worth of business ¢ 

Mr. Circere. That ts right. 

Mr. DeWinp. And you had already associated these three as having 
i¢ interrelations in your mind ¢ 

Mir. Crrcete. Yes, sir. 

Mr. DeWinp. So that you put the three together / 

Mr. Crrceie. That is right. 

Mr. DeWinp. That seemed consistent with Mr. Olson’s call 7 

Mr. Circete. That is righi. 

Mr. ly WiuINb. When Mr. ( Ylson spoke Lo you on the telephone after 
found Mr. R. A. Blauner wasn't in, did he tell you or can you 
ember just what he said to you about these three concerns, which 
ple he had seen and how he had seen them / 

Mr. Crrcete. No; 1 don’t remember that he mentioned any names 
than he said something to the effect that he had met people 
those particular places in a meeting the night before. 

Mr. DeWinxno. And he had seen the people from these places at a 
ny the night before ¢ 

Mr. Circete. That is right. 

Mr. DeWrnpn. Mr. Chairman, that is all of the questions I have 
Mr. Circele now, unless the committee members wish to inquire. 

ir. King. Mr. Keogh wishes to inquire. 

| Kroon. Did youl COMpany do business with Blue Crest Wine 

« Spirits, Mr. Circele ¢ 
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Mr. Crrcete. Yes, sir. 

Mr. Kreocu. Do you have a record of the date of your first or 
from that company ? 

Mr. Circece. Yes, sir. We had sold them one order as far back 
January 29, 1946, and then we hadn’t sold them anything after t! 
until after this contact from Mr. Olson, until April 18, 1949. 

Mr. Krogu. April IS, 19497 

Mr. Crrcete. That is right. 

Mr. Krogu. That company was one of the companies on Mr. Nun 
list, was it not? 

Mr. Crrceie. That is right. 

Mr. Keocu. Did you get a letter from Mr. Nunan for that 
pals 4 

Mr. Circeie. That I can’t say at the moment. Presumably we | 

Mr. DeWinp. That is all, thank you, Mr. Circele. 

Mr. King. Miss Lawrence, will you come forward, please? W 
you raise your right hand and be sworn ¢ 

Do you solemnly swear the testimony you are about to give 1 
committee will be the truth, the whole truth, and nothing but 
truth, <0 help you God ? 

Miss Lawrence. I do. 


TESTIMONY OF GENEVIEVE LAWRENCE (MRS. GENEVIEVE L 
WEBER), SECRETARY IN THE OFFICE OF AMERICAN LITHOFOLD 
CORP., NEW YORK CITY, N. Y. 


Mr. DeWrxp. Mr. Chairman, our assistant counsel, Mr. Schapi 
has interviewed Miss Lawrence, and | would like, with your per 
sion, to have him conduct the questioning. 

Mr. KING. Without objection, it Is so ordered. 

Mr. Scuarmo. Miss Lawrence, what is your full name ? 

Miss Lawrence. Tam married, and my right name is Genevieve | 
Weber 

Mr. Scuarino. | wonder whether you would speak up a bit, ple 

Miss Lawrence. Yes. 

Mr. Scrarimo. Is it true, Miss Lawrence, that you are referred t 
the othee as *Aliss Law rence” / 

Miss Lawrence. That i , 

Vi SCRAPIRG. \nd have} chan! meclion f we eall vou Mis | 


re 


Miss Lawrence. No, sir: none at all 


Mr. SCTIAPTIRO. What your | resent position, Miss Lawrence / 
Miss Lawrence. Well, presently, [| am working with the ea 
! a hy ( ish district sales offices. P 
t, n—and T am still stenographer and tv) 
is | mentioned to vou, [I did a | ttle of everything in the offic 
Mr. Scenario. Dun ng 4S and 1949, what position cid you 
Line! i! Lithofold ¢ 
mr. 1 would say just a stenographer and typist, cle 
ley eal work. 
Was it part of you duties to answer the telep 
en telephone calls came in¢ 
Lawrence. It was. 





REVENUE INVESTIGATION 


Mr. Scuarire, What sort of a telephone set-up did you have in the 
tices of American Lithofold during 1948 and 19497 — 
Miss Lawrence. Well, it: was regulal telephone, with two-button 
trol, and eventually we got three, and just regular phone, no 
tehboard or anything to that effect. 
Mr. Scuaprro, So all of the calls that came 3} 
e, would come to thre | 
Miss Lawrence. Whe 
Vir. Scuapire, And wo 
Miss Lawrence. Yes 
\Ir. Scuapirro. Miss L: 
town ollices of Aime 
Miss Lawrence. Yo 


Mr. Scuapriro. Iw 

offices of Ame 

street, | believ 
Miss Lawrence. 120 Wal 

it time. T cannot te vo 
Mir. Scuarmo, Are the off 
treet now ¢ 
Miss Lawrence. No. sir: tl 
Mr. Scuapriro. When were thev moved / 
Miss Lawrence. I would say about December 
Mr. Scuarmo. Miss Lawrence. do you 
rcele Was out of the oflice for a 2-week 
Miss Lawrence. Yes: when he was away | 
Mr. Scnariro. Would you speak up a little bit, 
Miss Lawrence. When he was away in service. 
Mi SCHAPIRO. Fo how lor ea period Was that 
Miss Lawrence. I don't remember exactly hoy 
\Ir. SCHAPTRO. Do you recall whet that Was / 
Miss Lawrence. Well, 1 would say the latter 
Mr. Scuapmro, The latter part of 19494 
Miss Lawrence. 148: Dam sorry. Ta 

‘ When I returned he was vetting 


@ 
| 
i 


back to service, 
Mr. Scuariro., When were vou married, 
Miss Lawrence. In September of 194s, 
\ir. ScHAPIRO. And shortly ; ‘roeyour btiarl 
Circele was leavin th 


ae | ‘ 


it correct ¢ 
Lawrence. No, sir: IT did not 
Scuarmro. But it was shortly 
he left the offices -isthat meht / 
ss Lawrence. I believe so. 
r. Scrapme. Was he gone for a long time 
LAWRENCE. No: it wasnt a long Tile. 
s,and I don’t remember the exact time. 
ScHariro. Now, Miss Lawrence. do you 1 
Yr [OLD or TOD! mn which vou wer telephone 
J. kK. Olson ¢ 
Miss Lawrence. Well, T can’t reeall any specihe « 


ery call I handled. 


; 
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Mr. Scuariro. Do you recall that you ever received any teleph 
calls from the office of Mr. J. B. E. Olson ? 

Miss Lawrence. Yes; there were telephone calls. 

Mr. Scrartro. Pardon me? 

Miss Lawrence. There was a telephone call, and there were t 
phone calls. 

Mr. Scuartro. Do you recall what would happen when there v 
telephone calls, and would Mr. Olson himself call ? 

Miss Lawrence. Well, I can’t remember any specific case of 
calling, but it was usually his secretary calling. 

Mr. Scuaptmro. Pardon me, you say it was his secretary calling? 

Miss Lawrence. Most of the time, and T don’t know of any ot 
time when it wasn't. 

Mr. Scuariro. What was his secretary’s name, do you recall / 

Miss Lawrence. It was Miss Pica: that is what I reeall now. 

Mr. Scuapriro. Did you know that Miss Pica was in Mr. Ols: 
office ? 

Miss Lawrencr. Oh, ves. She would say, “Mr. Olson’s o 
ealling.” 

Mr. Scrarimo. She would say. “This is Miss Picea.” perhaps? 

Miss Lawrence. Well, she must have. at one time or another, 
I recalled her name, 

Mr. Scuariro. Did vou exchange pleasantries or greetings with 
at the time? 

Miss Lawrence. Possibly “How are you?” 

Mr. Scrraprro. You knew her well enough to ask her how she 

that right ? 

Miss Lawrence. I guess you could call it knowing her. 

Mr. Scuarmo. After vour offices were moved uptown, did you 
ceive or do you remember receiving, as well as you can, telephone 
from the oflices of Mr. Olson ? 

Miss Lawrence. No. sir: I don’t remember receiving any calls at 
moving, and I don’t handle the telephone any more, and we ha 
switchboard. 

Mr. Scruarmo. So that the calls that vou recall receiving from 
Olson’s oflice were prior to the time that you moved uptown, is 
right ? 

Miss Lawrence. Yes, that I can remember: ves. 

Mr. Scuartmo. Do you reeall whether there were a great ) 
phone calls during the vear in which vou moved, that is, 19507 

Miss Lawrence. A great many phone calls? 

Mir. Scrrario. Do you recall that there were many phone calls 
ing 19504 

Miss Lawrence. Well, T would say so. Imean, I can’t tell you 
many. IT assume that the phone was always ringing. 

Mr. Scuaritro. You assume there were many phone calls fron 
Olson's office 7 

Miss Lawrence. I don’t know of any. 

Mr. Scnarmo. Not of any during 19507 

Miss Lawrence. Not from what IT can remember, no. 

Mr. Scuaptro. You do not recall those ¢ 

Miss Lawrence. No, sir. 

Mr. Scuaprtro. So that the telephone enalls vou received fron 
Olson's office would have been received, as well as you can reme! 
now, during 1949, is that right ¢ 
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Miss Lawrence. It must have been in that time, ves, sir. 

Mr. SCHAPIRO, Do you recall any occasions nm which there were 
ephone calls and Mr. Circele was not in 4 

Miss Lawrence. Well, I can’t recall any specific call, and appar 
tly that must have been the case, at some time 

Mr. Scuarimro. What would be your normal procedure when Mr. 


rcele was not in the office / 


Miss Lawrence. Well. if Mr. Circele wasn't in the office, or any 

lesman, | would miuake a note ot the eall onion piece of seratch 

per, a little pad. 3 by 5, and place it on their desk. 

Mr. Scnarrmo. That is, on Mr. Circele’s desk, is that right ‘ 

Miss Lawrence. Ye 

Mr. Scnarimo. Now, IT realize that at the time these phone calls 

re made, they werent ve ry Important to vou then and, of COUTsSe, 
wouldn't be expected really to remember them very well, but 
if would he your hest estimate now, just as well aus you ean remem 
realizing, of course, that naturally you can’t be expected to re 

mber it very well-—as to the number of phone calls? T know that 

i hard question 

Miss LAWRENCE. Phone calls never meant anvthing to me, and 

e\ just didn’t make a \ hipression, and it was the same as any 

el eall. 


Mr. Scuariro. De 
" ! 
il 


1] het] 1] } 
vou reenti Ww ( el Vou Would Sav. as between 


) hae | 
1 would more likely by ¢ 
‘ 


Miss Lawrence. T can't sav. the wav vou put it before—2 ealls or 


0, or 200, whiel 


enlls that is one extreme to the other, and I dor t remember any 
ber of calls 

Mr. Scuarime. But vou do reeall there were a number of calls, the 

cact number of which vou do not know?’ Is that right 

Miss Lawrence. There were a few “alls. yes 

Mr. Scuarmo. Unless the members of the subcor ttee have ques 
s. that all that T have ’ 

Now, Miss Lawrence. the telephone set-1p w h vou desertbed. 
t Mr. Cireele’s pract to make outgoing telephone calls him 


a 


Miss Lawrence 


) 
Mir. Scurarime, In other \ . te mself, would pre lown one 
e outside lines ane a that rig 4 
Miss Lawrence. And vr 
Mr. Scuraprre. At e t to di it? 
Miss Lawrence. N 
Mr. Scraprtre. So that \ hout the telephone calls 
he made. outeomne. ries. ere \ ! previous telephone call 
Mer. Olson whiel i ! ‘ perhay 4 s that right? 
Miss Lawrence. Then again. T might t have known, and maybe 
ent ahead and got the ill nek. mu ar placed t lot of his calls. 
\l Scrapmro. So. the really, on the ba of what vou have been 
oe, Miss Lawrence, all of the telephone calls about which vou were 
ne with us wer neon ay alls t] if - il] fron he ft ‘ of 


KE. Olson to Mr. Cirecele. is that r 


Miss Lawrence. Yes, any that Tecan recall, and T ean associate them 
wii\ 

Mr. Sernapmo. But vou wouldn't know about. the ills that he 
; 


d.is that right / 
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Miss Lawrence. That is right. and wouldn't know who he w 
calling, 

Mr. SciAvapruno, At dl he nevel asked you to make thie al calls / 

Miss Lawrence. No. It is the first time, once or twice. that I do 
remembet 

Mr. Scnartro. Thank you very much, Miss Lawrence 


May IT request that vou call Miss Pica, please 


TESTIMONY OF MATILDA M. PICA 


Do vou swear that the testin onv vou 
\\ 1] be the truth. the whole truth. a 
vou God. 


I «lo 


‘state vour full name 


n. Miss Pica / 
—ar. Aleohol Tax U4 


leon how lo o | ive vo held the DOsITIO! 


of the Alcohol Tax [ itin New York ¢ 


t not. that vou were Mr. Olso 
the Alcohol Tax Unit supers 


Could vou tell the conmittee. please. Miss Pica. w 
ctice Was W H} rey ira te tele} ho e calls wh ch hie I 
le was inthe office? Hor would he evo about doing it ? 
Miss 1c") lle would ask me to eall nnd | would vel th eall. 
Mr. Scrarimo, He asked you to make the telephone calls for h 
that right ¢ 
Miss Pica. That is right. 
Mir. Scurariro. Then you would get the party. find out whetl 
they were in, announce that this was Mr. Olson calling. 
witch the « 
Miss Pr 
Mr. Sen 
ide in tl 
\I Pu 
Mr. Scuarimo. So then. vor 
Olson’s ¢ itvoing telephons eall 
Miss Pi 1. If I was there. 
Mr. Scnarmo. If they were made while vou were there; 
right / 


Miss Pica. That is ! elit, 


} 


Mr. Scuaprie. As well as you can remember. then. 

ot make outgoing ealls by himself 4 

Miss Pica, Not to my knowledge. 

Mr. Scuarirno. With regard to incoming telephone eal] 
Miss Pica, how were they handled ¢ 

Nis Pi \. Incoming ¢ 

Mr. Scuaptmro. That is right. 

Miss Pica. Well. I would take the message. 

Mr. Scrarmo. Would you usually ask who was calling? 
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Miss Piea. I did. 

Mr. Senarmo, And you found out and then you transferred the 
all to Mr. Olson: is that right ? ; 

Miss Pica. That is right. 

Mr. Scuapriro. Miss Pica, as well as you can remember, were there 
CCasions On which Mr. Olson asked you to place telephone calls for 
himto Mr. Cireele / 

Miss Pica. Yes, there were. 

Mr. SCHAPIRO. There were such ov ensions: is that right 4 

Miss Pica. Yes; that is right. 

Mr. Scuaprio. And vou recall them: is that right ¢ 

Miss Pica. Yes. 

Mr. Scuariro. Do you recall speaking with Miss Lawrence at the 
ther end of the ‘phon ef 


Miss Piea. Yes, I do She told me ] iter what her. ame was, 
Mr. Scuarrro. And you recall that she used to ask vou how you 
ere or exchange slight office pleasantries: is that right ¢ 


Miss Pica. No: we didn't do that. She just happened to know my 
mune She recog) Zed nv dame more than I did hers. 
Mr. Scu APIRO. So, vou had called her at least often enough so she 


least, she Wis rather eood at tellir vu 


hil recognize Vour hame ¢ 
who was calling: is that. aht ¢ 

Miss Pica. Yes: 1 ouess so. 

Mr. Scruartro. Do vou recall the vear or vears during which Mr. 
(son asked vou to plaice most of the telephone calls to Mr. Circele ? 

Miss Pica. Well. What few entls they Were they were mostly in 1040 


Mir. Scurartrre. Plow a ou recall that / 
Miss Prox. Because [T know it was before Cly stmas of last vel 
it’s how T happer to know it was 1949 
Nin SCHAPIR =o. Ve i plice the « ills from. My Olson to Mr. 
( cele becuse \e recent! t was before ¢ hiristh Now. Christmas 
ro last veal of co t ist ear was 1950, Yo eant it Was the 


‘ / 


“TTPTIEMN Tbe Pore 


Miss Prox. That 


Mir. Scrrarirre. Chi nine t eas it With moans people, satime 
Vo nh whieh ve rt ehiber f us f 

Miss Presa. That ris 

Mir. Scuarine. Do ve recall aeccasions on Mr. Circele tel 


nea to Nii ()iso d 
MM . Pi \ Yes. Thiers ere ¢ r=TanS 
Mr. Scuarmo, What would you do when Mr. Olson was out of the 


/ 

\I =“ Pic \ | told ! he ‘ ! onterel eC Or son ewhere, 
a rhe wes bhi e \ 1 |e t ol l ive him eall 

My SCHAPIRG. So yor Wotlk Write outa [tie message or note. is 
rieht ¢ 

Miss Proa. That is right, 

Mr. Scuarie. Do vou recall the year in which those telephone ealls 
rredl 4 


Miss Prea. Well, T should connect them in 1949, 

Mr. Sernaprime. Also? 

\j =s Pi ® Yes, 

Mr. Scuarmo. So, it was during 1949 there were t lephone calls 
ch you recall from Mr. Olson to Mr. Circele and also telephone 
Is from Mr. ¢ ircele to Mr. Olson ¢ 
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Miss Pica. That is right. 

Mr. Scuario. And since you recall that the dividing line or th 
point for you was Christmas, the calls came up as well as you ¢ 
remember, up to about Christmas, is that right 

Miss Prea. Oh. no. LT use that because I thought it was a year o1 
ago. I-said it was Christmastime. I remembered last year was 1. 
So, it was more than a year ago. So, IT placed it as 149. 

Mr. Scuariro. Do you recall that during 1950, when you were lo 
ing over the phone book, that you mentioned something to Mr. OO); 
about Mr. Circele / 

Miss Pica. T was making up a list of telephones and IT came acr 
his hae. 

Mr. Scuarino. You were making up a list of telephone numbe: 

Miss Pica. Yes. You see, my book was so worn out T was mak 
Lipp a new one, 

Mr. Scuariro. You were transferring the names from your « 
hook toa new telephone hook which wasnt worn out / 

Miss Pica. That is right. 

Mr. Scuapmo. At that time you came across the name of Mr. ¢ 
cele, is that right / 

Miss Pica. That is right. 

Mr. Scuaviro. And what did you say to Mr. Olson at the time t] 
you came across Mr. Circele’s name in the new telephone book ? 

Miss Pica. That we hadn't heard from him for a long time. 

Mr. Scuariro. What did Mr. Olson say to you at that time 4 

Miss Pica. Let's call him and say hello. 

Mr. Scuarmo, So, sometime, then, during 1950 when you we 
making upa new telephone book, Vou came across Mr. Circele’s nal 
and you said to Mr. Olson: “We haven't heard from him,” and M 
Olson said, “Well, let’s call him up”: is that right ¢ 

Miss Pica. That is right. 

Mr. SCHAPIRO. Deo you recall receiving telephone calls from \I 
Olson from Mr. Blauner ? 

Miss Pica. I do. 

Mr. Scuarmo. Do vou recall whether that was Mr. R. A. Blau 
ol Vr. R. J. Bla ner é 

Miss Prea. Well, TE wouldn't know which is which, whieh is 
father and which is the son. 

Mr. Scraprrro. And vou dont recall whether they were calls fr 
the fatheror w hether thes were calls from the son ¢ 

Miss Pica. Well, I should say the father in the early stage. 

Mr. Scuaritro. The father called him at the early stage. Deo \ 
recall when that was / 

Miss Pica. It must have been in 1949. 

Mr. Scenario. Would you place it in the early part of 19494 

Miss Pr \. Well, I don't know when this thing started, but il 
the first stuves of it. 

Mr. Scuariro, But you got telephone calls from Mr. Blauner t! 
Hlow did you know at the time that Mr. Blauner called up whet! 
it was the father or the son ¢ 

Miss Pica. Well, because I think it was last vear or so when \ 
Blauner called and said it was the son. 

Mr. ScHAPiro. But at the time that you first started receiving 
telephone calls from the father, did you know then whether it was t 
father or the son / 
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Miss Pica. No: I didn't know there was a son at all. 
Mr. Scuaprrro, You started receiving calls from a Mr. Blauner. 
d you didn’t know he had a son? 
Miss Picea. No. 
Mr. Scuartro. How did you find out that Mr. Blauner had a son? 
Miss Pica. Because Mr. Blauner’s son apparently called up and 
d it was the son. 
Mr. Scnarrmo, Mr. Blauner’s son called up and said: “Hello. This 
Mr. Blauner’s son ealling”? 
Miss Pica. Yes. 
Mr. Scuarprro. Did you ever meet Mr. Circele ? 
Miss Picea. I did. 
Mr. Scnarrro. Do you recall when that was? 
Miss Pica. That is some time ago. 
Mr. Scuaprro. Do you recall what the occasion for that was? 
Miss Pica. I think he came to find ont if it was possible to have 
rms printed, or somethn ge to that effect. the forms they use 
office. 
Mir. Scuartro. He came to see vou the 
he time he came to see vou about Mr. Blauner, father and sor 3 
\liss Pica. No. 
Mr. Scuaptro. Do vou recall any occasions on which Mr. Olson 
red telephor e calls to Mr. Blauner / 
Miss Pica. Not to my knowledge. 
Mr. Scuarrro. Just Mr. Blauner calling Mr. Olson: is that right ? 
Miss Pica. I think so. 
Mr. Scnarmo. Having remembered that Mr. Circele came to se 
i about forms, do you recall about when that was? 
Miss Pica. No. 
Mr. Scuarimo. Sometime during 1949 to the best of vour recol 
on: is that right / 
Miss Pica. Well, 1 am not saving: it might be I don’t know. 


Mr. Scuaptro. Do vou think it was earher or later, just as well as 


n, and then did he tell vou 


ican remember / 

Miss Prea. Mavbe late in 1949 I don't know, though 

Mr. Scnarmo. Do you recall approximately how many times, as 
is vou can remember, Mr. Blauner called Mr. Olson ¢ 

\] ss Pi * I don't believe iT ore th m twice, if tf was th it 

Mr. Scuaprro. That was Mr. Blauner, Sr.: that right? 

Miss Pica. That is right. 

Mr. Scuarrro, How about Mr. Blauner, Jr.: how often about did 
ill Mr. Olson ¢ 


Miss Prea. Those calls werent verv much, either I don't th 

re than two or three times at the? 0 

Vir. ScHrapire. So vou would Sit rbout as well is vou can remembet 
Mr. Blauner. Sr.. called Mr. Olson two times, and Mr. Blaune 
alled Mr. Olson two or three times: is that right / 


\I ss Pr \. ] SUP pose SO 

\lr. SCHAPTRO. The calls from Mr. Blauner, Jy ~cnme atte: the cal 
Mr. Blauner, Sr.iis that right / 

Miss Picea. Yes. I should think it was last vear, sometime 


Vii SCHLAPIRG. Sometinie frst yveaur, ifter Vo had KhnOW Poot 


Blauner, Sr.. and didn’t know about Mr. Blauner, the son, the son 
vou: is that right? 
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Miss Pica. That is right. 

Mr. Scuapiro. Thank you very much. 

Mr. Kine. Thank you, Miss Pica. 

Mr. DeWinp. Could we recall Mr. Circele for a minute. please 
Mr. King. Mr. Circele. 


TESTIMONY OF VONNE V. CIRCELE—Resumed 


Mr. DeWinp. Mr. Circele, on Monday, vou testified regarding v 
conversations with Mr. Olson concerning Form 52—B, the form ¢ 
Lithofold wanted to have approved so it would fit their presses. 

Mr. Crrcete. That is right. 

Mr. DeWixp. Do you recall what that matter was finally d 
posed of / 

Mr. Crreceie. I don’t recall the specitic date, but to the best of : 
memory it was in the spring of 1949. 

Mr. DeWinn. In the spring of 19497 So that telephone ealls af 
the spring of 194) between you and Mr. Olson would not invo 
Form 52-B/ 

Mr. Circere. There might have been several after my trip to Wa 
ington pertaining to the form after that date; ves. 

Mr. DeWrwp. But the later calls would not have involved t 
matter, because it was all closed up. 

Mr. Crrceve. That is right. 

Mr. ly WIND. You have mentioned telephone calls between M 
Olson and vourself, he ut his othe e ana vou at your otlice. Were t} 
other telephone calls / 

Mr. Crreete. How do vou mean that ? 

Mr. DeWinp. Did Mr. Olson ever eall vou at home. or did 
ever call him from vour home / 

Mr. Crrcetre. Yes: there have been occasions when | have called 


home, anda | have contacted him at his home when he Wa 


from my 
available in his office. 

Mr. DeWinxp. Would you know whether Mr. Blauner had 1 
calls to Mr. Olson at his home / 

Mr. Circeir. I presume he did. Iam not certain. But I have 
memos on his desk that indicated a eall to Mr. Olson at his home. 

Mr. DeWinp. In addition to these telephone calls that vou | 
testified concerning, do vou recall any other specific telephone ( 
hetween Mr. Olson and yourself or between Mr. Olson and 
Blauner ¢ 

Mr. Crrcere. None other than I have recited here so far. 

Mr. DeWrxp. Thank you very much, Mr. Cireele. 

Mr. King. Mr. Landau and Mr. Mann, will it be unreasonable of 
committee to expect that in the near future, if your cooperatto) 
needed. vou will make yourselves available / 

Mr. Lanpav. I will speak for both of us, sir. 

Mr. Kine. T wish to make two statements. During the past 5 « 
the subcommittee in executive and public sessions has heard testim: 
concerning Mr. James B. FE. Olson. Important tssues have been ra 
which will require careful study. Apparently conflicting testin 
has been heard which will require investigation. 

In executive session the committee has heard the testimony of 
Joseph D. Nunan, former Commissioner of Internal Revenue. Dr 


\f) 





e presstire of work hn connection Ww thy pend ne tux le@isiation, tlie 
embers of the subcomm (tee are now retur) ne to Wash neton. The 


committee will carefully consider the testimony here presente {in 


continuing further nvestigation., It Ss aunticipated that further 


rings will be required in connectio th the present tter and 
litional matter. | Wisi TO ¢ Mi] hasize Lhe colmittee has by ome 
nated Its present (| 
Iw =f) further to state. rder to make lear t Ce procecdttrre Tolle 
s hearing. that this hearing is part of an investigation being cor 
ted by the committer Sui hvestigations and hearings by 0 
it onal committees ure Ot jllciiclal trials, noi ive they governed 
rules applicable to jud clal trials, Consequently the technical? e 
evidence do not obt nicl the scope of the questioning by cou se] 
the comimiitlee Is not muted by the rules that are ippiteal le to 
il hearings. Counsel for the witness may not thus question the 
nel which t 1 Tacts aye being developed by the Committee on 
ff. His sole function is t ivise his chent of his right: The enti 
wt of the hearimeygs, luding the activities of counsel for a wit 
ire voverned by the rule of the e mmiittee. As inthe ise of all 
vressional conunittees, thie SCOP of these rules Villiin the aisere 
of the committee 
Phe committee believes that t he rules it has adopted andis follow hy 


¥ periait an orc rlv and fair hearn o, \ witness before the om 
tlee Is hot a cete dant Lhe COMMITEE S Investigating Tacts It 
es not intend ut th = tine o Ln\ other t me to prosecute individuals 
If there is no further business, Mr. Counsel 


Mr. DeWinp. Mr. C} urman, T would simply lik e record ti 
there has at allt nies au ne the hear nes bee tL QuUOruUulL Drese? 


lorum of the com LlLee, 

Mr. Kane. Any furthe business’ Any further b ess, Mr. 
( self 

Mr. DeWinp. No. Mr. Chairman. That is all. 

Mr. Kine. The committee, then. will st tha adpourned rit furthel 

v the chairmar 

Whereupon, at vi In., The hearing was recessed, subject to the 

t the Cha I.) 
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WEDNESDAY, OCTOBER 3, 1951 


House or Represenvatives, 
SUBCOMMITYEE ON ADMINISTRATION OF ‘THI 
INTERNAL REVENUE LAWS OF THE 
ComMMITTEE ON Ways AND MBANS, 
Washington. dD, C'. 
Che subcommittee met at 9:55 a.m., pursuant to call, in the main 
ring room of the Committee on Ways and Means, New House Of 
e Building. Hon. Cecil R. King (chairman of the subcommittee ) 
residing. 
Present: Representat Ves King, (Brien. Combs. Keogh, Kean, 
urtis, and Byrnes. 
Present also: Adrian W. DeWind. chief counsel to the subconmit- 
CC, Bruno Schachner, spre inl counsel: Stanley =. surrey, special 
unsel; Charles S. Lyon, assistant counsel; Donald Schapiro, assist 
nt counsel: Joseph I] klom. assistant coul <el: al cl James W Dow 
ov, chief investigator. 
Chairman Kine. The meeting will now come to ordet 
This morning the Subcommittee on Administration of the Inte 
| Revenue Laws begins its first public hearings in Washington. 
Lhese hearings come ata time when publie confidence In the Bureau 
of Internal Revenue has been shaken by reports of corruption ana 
neflicrency within the Bureau. It is not too much to say that the foun 
ition stone of our American tax system is the behef of the American 
xpayver in the integ itv of those w ho admunister the system. One of 
main purposes of ou heal Ings, therefore, W il] be to see that lay ig 
rnew basis for public conhiden: e ih the Bureau Is at least beoun, sO) 
it the Bureau will again occupy the high position of esteem in 
uch it has long been held by the American public. It is not enough 
say, as is undoubtedly true. that the vast majority of Bureau 
ployees are honest, hard-working, and loyal. One thousand cor 
pt or grossly lax employees out of 60,000 could seriously impair pub 
confidence. A much lesser number could be even more damaging if 
ey occupy key positions. 
We have heard all manner of criticisms concerning the Bureau. 
We are told that tax avers with an “in” receive unduly favorable 
itment; that many Daves employees have outside income, the par 
ulars of which are often not explained; that there is little supervi 
n by the Bureau of matters in which the various collectors of inte1 
| revenue are involved; that racketeers and gamblers receive tax 
itment not accorded to ordinary taxpayers ; that persons admitted 
practice before the Treasury Department are not held to the stand 
is of deportment normally required of professional people ; and 
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that red tape, duplication of function, and the like are prevalent 
some parts of the Bureau of Internal Revenue. These are all serio 
( hargwes, and we intend to examine them carefully. 

We will begin this morning with an examination of these matte 
insofar as they are related to the offices of the 64 collectors of inter 
revenue. The collectors are doubly important to our study, because 
is with their offices that most taxpayers have their only contact a 
because many of the charges T have mentioned have a particular r 
tion to collectors’ offices. 

The Lnited States is divided into 64 collection clistriets, each one 


1] 


ich is administered by a collector of internal revenue. The collect: 


Wi 
ire appointed by the President with the advice and consent of the S« 


ute, and are not civil service emplovees : however, all other Bure 
employees are under civil service. Collectors’ duties are manifold, | 
their iain responsibilities are concerned W t] 
turns and the collection of the tax revenues of the | nited States Go 
ernment. Last veal the collectors collected more than S50,000,000.0% 
nh revenue and received and pro essed) some S2,000,000 tax return 


h the recelpt of tax rr 


The collectors have in their offices some LOO employees, more tha 


one half ot the total number of emplovees in the entire Bureau ‘ 


Internal Revenue. So one can see that the collector of internal reve 


nue is a very Important figure in the administration of our rever 


svstem. 


There have been ThLetnn Indications In recent months that all is Mm 


well Ith SOE ¢ ollecton = ollie es, lor example, four collectors have eithe 


resigned under fire, been removed or suspended since April 1, 195 
Some other collectors are now under investigation. Also.a study ma 
by our stafhof Bureau files on cases of misconduct of employees ind 

ites that the overw helming Hanypor it\ of such cases involve collector 
offices. It may he that civil service is as vet a matte of little con 
quence insofar as personne! matters are concerned a these otlics 


Of course, this Is in part due to the fact that the people in these offic: 


have been covered bry civil service fo only i few vears, ana this cove 
we was the result of a “blanketing in” to civil service of all collecto 
eniplovees 

The mere recitation of these charges suggests that the Bur 

should exercise close SUpery Ision over ¢ olleetor = anal their oth es. | 
Bureau has had for some years a supervisory unit whose functior 
s to oversee the operations of these 64 ofhees. The fact that 
merous irregularities nevertheless occur suggests perhaps that t 
Bureau needs additional help or reorganization of Its SuUpery ISsOry ul 
The committee may fee] called upon to recommend such additior 
help to the Congress. The Bureau seems in some instances to ha 
had advance warnings of trouble, which warnings were ignored unt 
too late. These are matters which we will explore. 

We have already ascertained that it is the practice of some Bure 
employees, and particularly of collectors of internal revenue, to + 
gage in outside business activities while holding Government po 
tions. We have grave doubts as to the advisability of this pra 
tice, and we will wish to learn about it in detail. In this connectio 
the subcommittee has concluded that the Bureau should have 


formation regarding the income and expenses of those of its emplove: 


who deal with the public. This would supplement what should 
a most careful audit of the tax returns of Bureau personnel who 
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th the public. Sole time ago a form of financial questionnaire Was 
orked out by our subcommittee in conjunction with Bureau officials 
hich will provide this sort of information. 


The question as to the 
e of this questionnaire IS now awalth 


¢ the decision of the Secre 
rv of the Treasury, who assured the subeommittee of his acceptance 
this program last July 31. At present the Treasury Department 
f which, as you all know. the Bureau of Internal Revenue is a part ) 
equires applieants fon employment to submit net worth statements 
conjunction with their applications. We think the 


questionnaire 
ould be useful as an ak 


ito dbetter supervision and as evidence to the 
blic of a new determination to uphold and protect hig! 


nigh standard 
I conduct. It would be a means of brin ring up to date the finaneia 
formation which the Treasury Department has long felt it necessary 
obtain in the first inst mce, but which has never been kept up to 
te as a basis for periodic checks on the net worth of certain Burea 


plovees. We intend to press this matter fully. l it add that 


] 
pier 


subcommittee has already condueted interviews with a selected 
mber of Bureau en ploves - and the results of thes nterviews are 


i as to convince ts t! it solne sort oft finane il qtiest ohnuire 
eded. 

It is this sort of awpproa I a follow through, SO to speak, on pres 
tly existing procedures--which may provide the answer to the Bh 
u's principal difficulties. In any event, we will strive to work for 
provement In administration of our tax svstem mn every possible 
iv.and we are contident that we will be successful 

Our first witness this morning will be Mr. John B. Dunlap. whi 
imme Commissioner of Internal Revenue on August 1. 1951 Mi 


} 


lap is a career man with the Bureau of Internal Revenue. \ 
tered the internal revenue service in 1952 as a zone deputy collector 
the office of the collector of internal revenue i Dallas, lex ar 
e rapidly through the ranks, and became acting collector and t! 
ector of internal revenue for Dallas, Tex., in April 147, 


lle served as collector until the end of January 1, ow n he w 


\ t jt 


‘ 


ppomted as internal revenue agent in charge of the Dallas division 
() April 24, 1951, he was appormnted as director of the Spe al tax 
d drive now ben oO conducted by the Burean. and on \uecust 
he became Commitssione! In addition to his service in the Bu 
of Internal Revenue, Commissioner Dunlap has a distinguished 
ra in the Army. I) his new office as Commissioner, Mi Dunlap 
vorked closely with this subcommittee on all phases of our studs 
Mr. Dunlap, we are happy to have this opportunity of hearing your 
vs on the administratior of the internal revenue laws of the United 


~ to 
it's 


Mr. Kean. Tam sorry that Secretary Snyder was unable t 


to accep 
subecommiittee’s Invitation to be the first witness. ‘| he Bureau of 

ternal Revenue is a very important branch of the Treasury Depart 
t. perhaps the most important. 

\hi Dunlap was not in charge of the Bureau at the time those 
a ilarities ocetul red which } nve heen publhieized 1} thi hewv spapel 
thers which the subcommittee has studied. The Secret ry Wa 

ifice during most of this period, and is responsible for what went 
| hope that he \V 1] ap penr before t} - subs Omniittee at thre enrl est 
ble moment. 
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Chairman Kine. Very well. The Secretary, as you probably kno 


Mr. Kean, was out of the city at the time we sought to request | 
presence, and I believe I am correct, stating that he would be ava 
able at the subcommittee’s pleasure from here out. 

Mr. Dunlap, would you kindly come forward and take the sta: 


please ¢ 


STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF INTERNA! 
REVENUE, ACCOMPANIED BY THOMAS C. ATKESON, HEAD 0! 
THE MANAGEMENT STAFF OF THE BUREAU; EDGAR E. HOPP! 
DIRECTOR OF THE INSPECTION SERVICE OF THE BUREAU; AN) 
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Chairman Kine. Mr. Commissioner, would you kindly introdw 
the gentlemen you have brought with you, and give the report 
their names ¢ 

Commissioner Duntar. On my right is Dr. Atkeson, the head 
our management group in the Bureau; and on my left is Mr. Hop; 
the head of our new Inspection Service in the Bureau; and on 
left is Mr. Charles Oliphant, the Chief Counsel for the Bureau. 

I have no prepared statement to bring before this subcommittee t! 
The first one is that I do not take mu 
stock in prepared statements. I think it is much better to sit doy 
and talk things out as they come along and to answer any questions t! 
you might have; and the second one is that due to the pressure I hi: 
been under and the lack of time since you decided to hold these he 
ings, | have not had time to prepare an adequate statement. 

There is one statement that I would like to make. I came into 
office of Commissioner of Internal Revenue rather suddenly. I 
not seek the position. In fact, I took it under urging. 1 knew f 
what I was coming into, and the problems that faced the Bureau 
came in there with the distinct understanding that I would be give 
free hand to do whatever was necessary to restore the public confid 
in the Bureau to which it is entitled, and which it must have if . 
entire tax system is to function. 

I have the personal assurance of the President of the United Sta 
that he will back me 100 percent in the actions I desire to take to 
I have the same assurance, of course, from Ss 


morning, for two reasons: 


complish that goal. 
retary Snyder. 

I shall not hesitate to do whatever I deem proper and necessary 
accomplish that goal, regardless of where the chips may fall. 

I might further add that if the day comes that Iam not permitte: 
take such action, Lam going straight back to Dallas, Tex. 

In your opening remarks, Mr. Chairman, you said that the Bur 
had been, let us not say “charged,” but there had been talk that 
Bureau had been guilty of certain derelictions. Among those was 
statement that possibly we had been lax in the treatment of cert 
taxpayers insofar as examination of their returns was concerned 
would not say that the Bureau had been lax in that regard. T wo 
say that it had concentrated the manpower that it had on the retu: 
which it felt would vield the greatest revenue to the Government. 
doing so, it has been necessary, and will continue to be necessary uw 





INTERNAL REVENUE INVESTIGATION 271 


we get more manpower, to work only those returns, to examine only 
ihose cases which, on the face of them, demand exXamuination. We 
nust necessarily pass over thousands of cases which would yield the 
Government additional revenue, and that is due primarily to the lack 
if adequate manpower. Our field men have constantly shown a profit 
to the Government. The average, I believe, is something like $20 
ought in for every dollar the (rovernment has spent on them: that 
-, including salaries and expenses, and everything else connected with 
he support of a field man in his field operations. And yet, we have 
een unable to secure adequate personnel, clue to lack ot appropl lat ions 
ior that purpose 5 and | contend, as L have contended for the past Ls 
ears, that any private business enterprise that would not hire a sales 

un who would bring in S20 for every one they spent on him, would be 
sing very poor business judgment. 

The primary problem facing the Bureau, and which has faced the 
Bureau ever since | entered it as a field deputy collector, has been 
wk of adequate personnel and funds on which to operate. Ou 
nanagement problems today trace directly back to the lack of ade 
ate management manpower on the Washington level 

With those statements, sir, | would like to ask if you prefer to ask 
me questions, or if you would rather have me go on and describe 
tv you some of the things that have been done since I became Com 
missioner’ I feel that we would probably get a clearer picture in 
the minds of the subcommittee if you asked me whatever questions 
vou would like me to answer: and then. if those questions do not 
over the entire field, T would like the privilege of making furthe: 
fatements. 

Chairman Kine. You certainly have that privilege. Mr. Commis 
oner, | am sure. 

Commissioner Duniav. Before you start. I would like to give you 
1 example of what I mean by lack of adequate manpower. 

The Bureau has been accused of being lax in its treatment of 
racketeer-type cases, and as a result T was called in to Washingtor 
» Set up that drive. After compiling the lists from various sources, 
ich as our own knowledge of people within each district, the know] 
lore of all of our field otlices, police records, and every other know) 
uree, including our own other agencies within the Treasury and 
Government, these squads were set up. They take some 5.000 people 
» operate; some 2.000 of those necessarily are the field men, and the 
thers are supporting forces which must dig out the documents and 
indle the returns and the other clerical work necessary to keep that 
force working. 

To date, after a very trying period of organization, August being 
eally the first month of Operation of these squads, we have closed 
me 1200 cases and collected some S13 million—and I correct that 
atement—and have assessed some 315 million against that type of 
\xXpayer, 

In addition to that, we have made jeopardy assessments totaling 
me $7 million where we felt the Government's interests were 
opardy. 

But I would like to eall your attention to the fact that out of am 
ready overburdened budget, that is taking S15 million to accom 
ish—I mean it will take $15 million by the time the end of th 

il year comes. 
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I would like to also eall vour attention to the fact that those ager 
engaged in that work have averaged only 56.000 apiece for the peri 


of time they have been engaged im it: whereas mm my own home d 
per day. So it is not a productive field from a financial standpor 
although l feel that it isa very. very product ve field from the star 
pomt of the wood of the people of the United States L do not 


trict, the average production pet working day was 85.000 per age 


eve the Bureau could have undertaken cUtiN ner activity than 1! 
eine up of the racketeer field. But | would like to call vo 
ittention to the fact that in spending S15 million, with no relief 


our bucdoet, Wwe are nhecessial ly failing to eNahilne othe 


niore re 
nerative cases I want the subconnnittee to understand that t] 
‘ ugh, and completely, 

‘hairman King. Mr. Commissioner, I know 1 


ia) 


ial thie SHDCOMMELEE 


terested 1? vou! statement about the undernint ning ih Vo 


ioner Dunnar. In that connection, sir. if vo will give 
| leve ot rend ne vou | ~hort foreword from what | COLSI Che 
ry fine survey that his recently bee completed in the Buren 
ol due tec i! the cdlireetion of the secretary of the Treasury by Ve 
ipable people from the Preasury Department, | think if would u 
youn little « learer picture ol whit | hieaie when | snd t| nut we AY le 
hinhnpower o the management level: 


group ha cull that th Mihacement-linprevement progral 
In ern ! l Hi $ ix siti effect \¢ This Is ¢ 
most striking ings about the Burean is rt? 

mportant improvement hi F ! ritiv been roel 

- his t reorganiZatice 


several unit ! rise rgaunizations or staffs are b 


striking i i of the tremendous diffieu 
brevwrnn Laven i se difficulties can be underst 
e World Vail | thie ‘ ilu neome 1 


‘ 


ix 
me tens of m ons of low-income taxpaye 
presented the Burean with a staggering problem, sim 


‘ e the methods wl 
developed over many vears fer collecting and auditing the income 
Ww number of high-income taXpavers Were phys 
ne of low-iieotie retcuriis 
is thus confronted witt he problem of de i 
ome tax could be administered at a time when 
her much less how such a tax conld be enforced 
Bureau did successfully develop such methods, but these are sti 
nel they must be assim lated, refined. and improved This basic: 
tusl ch the management-improvement program 
e tremendous burdens placed upon the Bureau by the prob 
of change-over, and the probletus arising daily from the huge and con 
task of administering the tux laws, Is thie le press ng fuct that with its pres 


Iv a fraction of the ns which a 


result of these factors is an atmosphere of constant, overwhelming 

upon top officials and their staffs All are badlv overworked and so ru 
it is very difficult to find time for any but the most urgent matters. 

this tuation, the management-improvement program has one great 

vuivantage It is soundly based on an attack upon operating 

n upon administrative details. This is not from an assumpt 

Is are unimportant, but upon recognition of the fact that in 

Bureau of Internal Revenue much weightier problems must be given first at 

tior It is this very soundness, however, that creates the basic problem of 


nanagement-improvement program Since it is devoted to an attack upon 


ng problems and since the operating problems « f the Bureau are so numer 
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mil so large, Inhore oppertunities for uprovements are being uncovered than ea 
rrently be analyzed and scheduled for action 
Compared to the problems facing ther the personnel who have re spons 
Ltity for nithacement lead rsh pare relatively few They nre so DUS that they 


ive no time to tackle many of the problems that they recognize, and little op 
wrtunity for the kind of creative thinking which is their basic function This 
isic problem is well recognized by the officials responsible for the management 
nprovement program 

I might add, Mr. Chairman, that your counsel has been given a COPY 
f this entire survey. It goes right back to the same basic problem. — 
As an example, | would like to tell you that when I entered the 
nternal revenue service, counting all of our field deputy collectors, 

one of the larger offices nh this COURTPY, there were a total of 90 pea 
le. When I came back from the Army in 1946, there were 700, And 
ierein lies our basic personnel problem. 

I have recommended, and we are t rving now to get the Civil Service 
ommiussion to boost the opening erade for field deputy collector to 
vrade 7. and it Is now erade 5. Phat is for the miple reason that 
e find it impossible to hire the kind of people we want, and the 
nd of people we have to have in this service if we are to get the 


b done, at grade 5 salaries. They will not even take our exam 


nations, 

The Civil Service Commission has t 
e have not been able to Vet them to requulesce In that request 5 a al. if 
we do get them to acquiesce in that request, we are going to be faced 

th the problem of asking you people for enough money to allow 

» hire that kind of people 

It is a serious problem. Our personnel shortages in Washingtor 


hat full authority, bit <0 far 


the management level stem from the very fact that we cannot hold 
t sufficient inducement to our experienced people in the field, who 
ive the know ledge and the eXperrence To help us solve these proble Hhis. 
induce them to move to Washington: and Ikewise we have great 


ficulty In persuadit inVvene capable of management at tlvsis t 
me into our service on the Washington level at the salaries we car 
iV. 

So ] repeat that Our main trouble, both from L tikhaewemenht i! 
pervisory standpon t. fias been AY k of adequate personnel, 
| would he happy to answer ny questions. 

Chairman King. Mr. Commissioner, on the basis of vour statement 
varding personnel, I wonder if vou would have the uppropriate oth 
of the Bureau furnish us, for the record, the requests of the b 
tu for additional personnel before the Committee on Appropria 
ns that were made, say, for the last 5 or 6 years, al d what the re 


tsof your requests of that committee netted vou. 

Commissioner DuNnAr. You wish that furnished to the subcommit 
in Writing. and not at this time, of course? ‘That is a big order, 

[ might add, one of our pressing problems that has arisen since ou 
propriation bill for this vear was approved is the racketeer activity 
ch has taken so many of our people. 

Mr. Byrnes. Could | interject rieht there and ask that. in furnish 
that material, vou show the requests made by the Treasury for the 
eration of the Internal Revenue Burean tothe Bureau of the Budo be 
| then the amounts submitted to the Con gress by the Bureau of the 
lvet, and then the amount that was actually appropriated / 

appv to co that 


} 
' 


mmissioner Dunbar. 1 will be most 
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Mr. Byrnes. I think that that will be of more value to the su 
committee than just the single application. 

Commissioner Duntar. We will be more than happy to do that, - 

Chairman Kine. Very well, then, Mr. Commissioner, 

We all know that the vast majority of the Bureau employees a 
completely honest, and there is no doubt of that in the mind of a: 
of us. It is equally true, however, that the Bureau of Internal Re\ 
nue is one Government agency where we must be sure of the integr 
of all of the employees. 

The Bureau appears now to be faced with a more serious proble 
insofar as corruption on the part of its emplovees is concerned, th 
has ever been the case before. Would you care to comment on the situ 
tion and explain or deal with what vou consider to be the most serio 
problems vou have gleaned in the 2 months that vou have had a rat! 
limited opportunity of apprising yourself of the situation ¢ 

Commissioner Duntar. No, sir. I think that you may be unde: 
wrong impression there. I have been thoroughly familiar with 1 
supervisory operations of the Bureau for some time. I was fami! 
with them before T came here. ‘The fact of the matter is that up uw 
recently the Bureau had devoted its entire etfort toward simplificat 
of its operations and decentralization of some of those operations to | 
field, where they rightly belong, the performing of detailed w« 
which could better be done in field offices than it could on the Washi 
ton level. That decentralization has been accomplished. Very lit 
more can be done in that field. 

But. at the time that all of this decentralization was going on, a 
quate provisions for the supervision and management of those fir 
offices were not adopted. That, of course, goes mnght back again to | 
fact that. when we decentralized operations to the field offices, it 
necessary to decentralize people and funds from the Bureau to ace 
plish that: and, due to the fact that we lacked adequate funds, 
quate Supervisory machinery cid not grow in stature alone with t 
decentralization of functions to the field. 

We are now mn the process of establishing adequate field Supers 
services and strenethening some of those that did exist. But in or 
to do that T must again call vour attention to the fact that we 
robbing the field of its investigators to bring them into Washinet 
or to the other headquarters cities where these units functior 
enforce our supervisory efforts. 

There again, while we strenethen the supervisory force, we wen 
oul field examination forces. 

The Bureau has always had supervisors of accounts and collect 
stationed at various points throughout the United States, each on 
whom usually have from four to five collectors of internal rev 
under their supervision. ‘Those people have been auditors in the In 
sense, and they drop in on the collector’s office without warning 
check the cash and the stamps on hand in his home office and in a 
his district offices simultaneously. And the reason for that, of co 
ix perfectly obvious. It is to cover any shortages in cash or sta 
that might eXIst. 

When [say “stamps.” you must remember that those are negot 
stamps, and each collector's office keeps a large number on hand 
times for sale to the people who need them. 
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They then proceed with a complete audit and examination of the 
ilectors’ offices and report their findings to the Bureau. ‘They have 
ted as a direct representative of the Commissioner in whatever 
tions he desired taken in the field. But ri experience with those 
ople has been that they have not been given suflicient authority to 
ke corres tive action on the spot when they found it necessary. They 
ive done a good job, but They have not been putting in What I con 
ler the type of reports we should receive in the Bureau to enable 
to take proper action—that is due to many reasons hanging over 
om past administrations—and neither have they had suflicient ai 
rity to tuke the corrective action hecessary. 
Now, that has been the only fielal SUpPerVISOrYS force in the Bureau 
until now. It has not been able, due to lack of personnel. to audit 
se oflices as often as they should be audited. ‘I hey just simply have 
t been able, if vou will pardon the slang, to cover the water front 
| he supervisol of accounts and collections Isa harried and harassed 
vidual, and he lies Deen jurapu u from collector's ollice to colle 
's office and correcting little minor deficiencies and carrying out the 
reau’s instructions, and he has not had enough help. In some in 
nees | have found that possibly the SUperViIsol of accounts and 
lections in charge of a particular aren has not been a strong 
ough man to get the ob done, and that situation is being corrected 
me of them have been old, approa hing retirement age, and they 
ive been sick, ana they should retire, and | think they will shortly 
il will enable us to give to the collectors’ offices the kind of supel 
sion they should have. 
In the offices where we have had trouble, | think that tl ere 
al relationship het ween the tVvpe of SuUpervisol we had 
i and the lithe ulties that have arisel: and, conversely, I 
ih the areas where we have had ho trouble, a large pra Tlie 
lit must go to the outstanding work of some of our best supe 
do not mean to say that in those areas we have had 
because of thei activities, We have hsv the wood luck 
very outstanding collectors in most of them, and between the tw 
ave had no cithi ultv in our bette r ofhice 
But I recognize, and I hope you will recognize, that, in order t 
e the kind of supervision that will insure the nonrecurrence of 
e of the unfortunate things that have happened recently. we must 
e the highest possil le type of super sory people in the field. and 
must have enough of them to get the job done, and we must have 
traveling funds and the money to enable us to pay those people the 
lof salaries we have to par them to vel those kind of men. They 
ot eracde | ana » people: ther are vl ides 14 and le. 
airman King. Mr. Commissioner, would you permit me to inter 
nt there? 
L\re we to understand from vour statement a moment 
had a lot to do with having Outstanding mel 


wo that lucl 


‘ities ? 
minissioner Dunnar. Luck has had, vou say 


/ 


} 


Chairman Kine. Yes. 
mmissioner Duntar. No; T would not say it was 


WchK,. SII iM 


] 
most of these supervisors have come up through a gradual 
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process of evolution. In other words, our assistant supervisors we 
ing in those offices are coming from among the outstanding mer 
our various field offices, and they are then trained as assistant suy 
visors, and then supervisors, and finally _ rvisors in charge. 
Chairman Kine. Perhaps you re ‘ferred, in vour use of the w 
“luck.” to collectors rather than to supervisors. Is it your opi 
that dependence upon luck has been responsible for some of your g 
men ¢ 
Commissioner Duntar. I do not remember using the word “lu 
Chairman Kine. I thought you did, and I thought that you s 
the Bureau was lucky in having that sort of man here and there. 
Commissioner DuNntar. IT said we were lucky in having that k 
of people, because as a general rule—and you know the trend as \ 
as I do, Mr. Chairman—remuneration that these people can ree: 
by leay Ing the Government service and taking outside emplovme ! 
accountants and attorneys for different firms over the country is 
greater than they get in the Government, and only through as 
of duty have we been able to retain those people. And mayl» 
shouldn’t have said “lucky”; maybe I should have said fortunate 1 
we are able to retain the kind of people that we have doing those 


now, 

Now, I would like also to call the subcommiuttee’s attention to 
fact that since I have been Commissioner we have taken steps to es! 
lish supervisory services in all of the units of the Bureau, the Tne 
Tax Unit and in the other units which have field offices: and « 
now have a field supervisory and management group, or are 1 
process of completing those organizations, which will insure a 


quate examination and coverage of field offices. 

On top of that. 1 found that the Commissioner has never | 
veapon at his direet disposal which would enable him as the Cony 
sioner to know what was going on and to make his own checks a 
saw fit. and therefore the Internal Revenue Inspection Service 
heen created. It is just now beginning to get organized and get 1 
tioning. But within the next few weeks it should be a strong and t! 
ng organization and should be in a position to strengthen all of 
Stipe rvisory services throughout all of the units and insure that 
field offices not ow cet the supery ision that they must have but 
they alee vet the help and assistance to which they are entitled 

» Wasl bneton level. 

y hairman Kine. Getting back to the collectors again, Mr 
Ihissioner, the Bureau has ho choice with respect to collectors. hy 
Commissioner Duntar. You mean as to the appointment of a 

tor, sir f 

Chairman Kine. Yes, 

Commissioner Duntap. Collectors are appointed by the Presi 
with the advice and consent of the Senate. The only thing tha 
Burean has to do about such appointments is to conduct a pers: 
nvestigation of the applicant. 

Chairman Kine. Is that done with every applicant ¢ 

Commissioner DuNtor. To be sure that he is suitable for app 


ment, 
Chairman Kine. Is that done _— every applicant ? 


Commissioner Dunnar. Yes. s 





INTER 


Chairman Kine. Mr. Comm 


n your eXperience and 
| ath pleased to have Vou state that vou were 


\ sand are competent to Lo 
to the questions, even UI ough you have only been Comnissionet 


th 
ort 2 months—what is your own frank opinion ce 
opriety cases and the « 

. in the past vear / 
tions Vou have made, 

ve vou had any opu 
( oi 


I] blame fe 
SCOT (| 
lleetors’ office 
’s part heretof 


uctl 


Comm 
{ O1DILISS 1 
the (onus 
rbout the outs 
val and are not i 


] 


. . 
sundae whi 1h LLLOse 


rate give them that 
properly and so lo 

proper and are not 
permitted to have 

Phere are two schoo 
Lhe method undael 
em have merit. One 

enue, since with tt 
gous proportions 
lists, and that t] 

Cs making if Poss 

cs, Including the ofli 


tlhe 


ive come up that 
lof thought which has ce 
the s ol of thought which savs that \ 
| level the hould be an indi ferably : aol 
i level there should be an individual, preferably a coitect 
i cureer mah, to Whom the neral publi can bi ne its 


cre them straig! 


el ed out. 2 yhnors not ame able to « iV) 
ind regulations, but accountable for 


through appor tment by the 
ulvice and consent of the Senate: 


} 
there to whom i vbody could Come 


‘re is a third factor, and those are 

the third factor which enters into it 
or not the Government could be suecessful 

e stature which we would like to have as collector of 
if we prohibited him, under the present system, Tro 
business interests. Collectors of internal rever 
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pointed by the President, and their terms of office are at the Presider 
pleasure. A man who is appointed collector of internal revenue «: 
not know whether he will be collector of internal revenue 30 days fr 
now or not, and there is no term, and it is subject to political chan: 
and it is subject to termination at the President’s pleasure. 

The question then is: Could you go out and get any reputable bu 
nessman of the stature that you would want to be a collector, to ta 
that job, sever all of his outside connections, and have nothing to { 
back on as, if, and when his picture changed ? 

I say that that is a consideration. It must be taken into acco 
in the appointment of a collector. We could secure any number 
people to be appointed collectors of internal revenue who would 
most happy to devote their entire time to that job, but whom we wo 
be most unhappy to see collectors of internal revenue. 

So you have a lot of considerations to take into account there, 
Chairman. 

Chairman Kine. To date, then, Mr. Commissioner, in your ex 
rience, Vou final your principal difficulties with the noncareer collect 
is that right? ; 

Commissioner Duntar. Unquestionably so. 

Chairman King. Can you account for that or what is your acco 


\! 


/ 


ing for it 

Commissioner Duntar. TI cannot account for that, Mr. King, ot 
than on the basis of the personal characteristics of the person 
cerned. I would like to fo on record here in saving that some of « 
best and most outstanding collectors in the entire United States 
not career appointees. They are excellent men, and their appo 


ments have been wise. They have done outstanding jobs, and the { 
that have rone bad possibly were poor selections. I do not know 
was before nh time. But | would hestitate to Say that there are 
hetter collectors in the country than some of our nonecareer P) 
dential appotmntments. 

So there Is it lot to be said on both sides of the picture. 

Chairman Kine. What is the story, Mr. Commissioner, behind 
statement a month ago that vou now have authority not enjoyed 
vour predecessors, and what is that authority or what is the st 

(‘ommiussioner Dr NLAP. Well, of course. I cannot Sith about 
ponesenmiees, but can say that in my case T have been given 
blanche authority by the President and the Secret: iry of the Tre 
to do whatever was necessary to straighten these affairs up: t! 
what I meant when T said it did not apply in my case any hesit 
to take proper action due to pressures other than the eood 
“eTvice, 

Chairman Kine. Was not there concern sufficient in prior 
to have warranted that authority being given to vour predecess: 

Commissioner Duntar. IT would say say that my predecessor 
loved the « omplete confidence of both the President and the Secret 
but some of these things had grown up during the past years, and 
have been the type of thing that no Commissioner of Internal Rev 
could have discovered, or could have taken corrective action a 
without the adequate tools in his hands in the way of field 
visors to enable him to do it. 

I would not want to act or do anything which would be an inj: 
fo any human being, and that includes collectors of internal re 
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ntil adequate investigation had convinced me that such action is 
est, and the minute such action is justified, it should be taken, but 
ome of the facts which must be established to prevent Injustice some 
mes take a littl while to determine. 
| think the Miatih difficulty his been the lack of tools to at termine 
ose things. 

Chairman King. To what extent, Conmmissioner, do you place out 
de business activities of collectors as responsible for the corruption 
f the three or four that have come to lieht, or ther IMibproper ety i! 

ell conduct ¢ 

Commissioner DuNntar. In the eases we have handled se far. they 

ve been due in their entirety to HMproper outside activities of t 

lectors concerned. | would like to sav to you In the case of the 
st. Louis office we had tive supervisors of accounts ind colleetion 

d some of our best people brought in there from all over the United 
states and found nothing wrong with the operation of the office and 

th the accounts, and nothing materially wrong. But the entire 

ernal revenue service ts paving the penalty of one collector's out 
le business activities in that area. 

So T would say that every difficulty we have encountered so far lias 
een due to Improper outside business activities of the collector con 
erned, with the exception of the collector of internal revenue for the 

rd New York district. so far as I know that collector neve had 

y outside business activities, and it) was purely L question of 

lity to run his office properly in that ease, 

\In BYRNES. In that New York case, then, tT Was Dus Cally ti tuiinre 

far as the supervisors were concerned to properly pick wp thi 
management im the office that was existing over a period of time 

Commissioner Dunxiar. Originally, ves. The last vear or so of 

tions It Was operat oD the SUperVisors and we oved in there 
fia team, and they operated the office. 

Mr. Byrnes. It was pretty apparent, then, to everybody right from 
top down that the man should not be in there as collectoy ora 
- derable period of time, at least from the Tibi you moved ! l 
ervisor to take over / 

Commissioner DUNLAP. Yes, sir. it was obvious that thes shouta 

placed 


| } } ] ‘ + ¢ / 
1? BYRNES How one «ait he renal there from j nie 


Commissioner Duntar. | would say approximately a year and a 

f. Now, understand the picture: During that period of time 

e was run and operated by a team of supervisors sent in there from 

~hihngton, sone of our hest peo] le Lhev d cl a ren arkable rob in 
ng that office up by its bootstraps, and it is now functioning well, 

1 its field production has vrownh ly leaps and bow ds. ‘The collector 
no authority other than to sign the papers that any collector is 
red by law to sign The difhieutty Ink tirat office arose from the 
that we simply could not find an adequate lector, anda Laie 


etainan to apport is collector tot ike over the yoo, 

Mii BYRNES. Do vou have te 

olomissioner Dun \r The l umiber ol pp! cants eXamined and 11 
ewed rioht down thre line, 

\Ir. Byrnes. Do vou have to maintain dead weight, though, even 
gh von cannot find somebody to put in his place, as long as the 


> eine done by i Wpervisaory stati norhner we (is. Vou a) 
| vd iT? | 
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plained about a lack ¢ r funds } 1} order t to do -ome ot the work 
has to he clone, anal here is a typie: al case where fo. a year ana 
half you maintain on your payroll a collector who is not doing a 


tain him only teen vou cannot find somebor 
‘ ae 


Wie rk i} lL you Seri ean 4 
else to substitute. It would seem to me that you would be much bett 
off 
Commissioner Dunntar. | would appreciate yout 
I am designating the Department 
~ because Lapprectate he was out | 
T understand it. 
is a question that I just cannot resolve. 
sioner DuNntar. The Bureau of Intern: 
Bil viliing about that. 
Where vou know a mean ts absolutely 
Dunnar. I miigthit tell vou this. that the ¢ Orth 
ne requested that gentleman's resignation, and 
Preasury requested it, and T understand that 
I cannot testify to that because IT do not know. 
faras Lam concerned. And so in order to get | 
Wits hecessary LO appoint a successor, and there we 
of dereliction or financial shortage, or anything like 
brought uvulhist the nian. and no charges of outside | 
his failure to run that office properly, 
| thowuelit you just stated to the committee that the 
pao nted al the WW il] of the Presider * and could be l 
for ho cause whiate ver. 
Phe Commission reads, and the law read 
7. lis ! collector internal revenue 


l serve until his successor Is appointed 


words, the President has no right of reme 
nability to perform the yob ¢ 
Dunztar. | would not go that far. I would th 
that 


l collector Is appointed under t hat condition, 
‘SSOP Is apporn ted and qual 


appoimted to serve until his suces 
You inderstand that man - operating under a very hie av‘ bona, 
ometimes it is ditheult to get those bond 
Mir. Byrnes. You did not in this case tind from your examinat 
he New York situation that there was any gross neglect of duty 
ibuse of power 
Conunissioner DuNtAP. The man was there on the job. as Lou 
stand it, every day, all during working hours, and was doing what 
was capable of doing, but he was only allowed that last vear and a 


todo those things which the Bureau thought were proper to be do 


that office. 
In ornel words, he Wits there anal pel forming what fur tions the 


lector is required by law to perform, but under the direct super 
nil nanagement of a Supervisol of accounts and collections, 

Mr. Byrnes. Do you think the New York third district case just 
some kind of action oy h will make it possible for a suspension « 
collector either by the Commissioner or by the President for cau 
less than ross neglect er fraud / In other words, for Incompetel 


or inability to do the job? 
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Commissioner DuNLap. Without some research into the powers of 
the President in that respect, 1 would not want to comment on the 
thing. but I should think that the power already exists. 

Mr. Byrnes. There is where | run into the trouble. If the powe1 
oes eXIst, then I cannot understand the existence of a man in oflice not 
performing his job but drawing his salary for a year and a half, pai 

cularly when the department is very short of funds. 

(C‘omiliissionel Dy NLAP. | did hot t\ he Was hot perform ne ii 


b. LT said he was unable to manage his personnel, and the manag 

ent level had to be put on there by the Bureau to stra ohtel the ollice 
out. 

Mr. Byrnes. I understand that is one of the jobs of a collector. 

n the ollice. 

Commissioner DuNtLAp. It ts. 

Mr. BYRNES. And tom thayve the personnel, 

That is all, Mr. Chairman. 

Chairman Kine. Mr. Commissioner, is there information vou wer 

vare of concerning the third district trouble that would seem 

dicate a lack of « ooperation with the collector bY KEV personnel al 

ie office during the time that he was attempting to ado the job ¢ 

Commissioner DuNLap. I have never heard of any, Mr. Chairmas 
but Lean say that I have never heard of any lack of cooperation towa 
him by his people. Ido not know o | 
that at all. 


Il have never heard invthing ke 


Chairman Kine. Do you know whether o1 ot it trie 
critical time in the office, the third district office. iu kev personne 
knowledged to be good personnel, some sever or eight \ ere 
from his office and placed n other duties im ce ‘ 


offices / 
C omnmiissionel Dy NLAr. T never heard t iat. " 
me things that were tried there in New York from: v 


erow, and there is such a rumor, and that was thi 
account of the pre tlhiar situation in New York esta Let 
ocessing ageney there which handled the asse 
1 refunds, and all of that kind of busine I 
ere Phat was beeause some people rmiay ty ut t \ 
York and would file their return at their | 
New York. and it was so mixed up that they ; 
: ve and I think that they vot the personnel f 
off es. Isthat right ? 
Mr. Arkrson. That is right 
Chairman King. | seem to rm et what | 
e probably unfair to this part <1} 
dexperienced met tothe number of Lol ve ere? out 
eed for them was greatest here the vere fr tlie 
that part cular fepurtment e rte ) [ Pi 
erably, 
Commissioner Dux { rete 
irse, they took one wit! em the dit 
coll tol = office. 1 ef line op { 
that the eoll I , oth Vas] ved Troy 
( “rman KUNG | { this however, M 
maby be rated a ‘ ! 


tipo rvisor, 
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Commissioner DuNLar. Would you repeat that, sir‘ 

Chairman King. The whole situation with respect to the third d 
trict in New York failing in the duties, and allowing that tremendor 
backlog to accumulate could probably be placed at the door of po 


superviston. 
Commissioner DUNLAP. Absolutely. 
Chairman Kine. Equal to the shortcomings of the head ot 


? 


department. 

Commissioner DuNLapr. From what I know of the case, T wou 
think that the Bureau was as much to blame in that case as was 1 
collector, and they waited too long to move In and take correct) 


auction, whi he of course. is the main purpose behind the move that 


made to strengthen our supervisory services. 

You might be interested at this point to have me leave with t 
coramittee a chart which does not show the entire Bureau. but do: 
show the set up of the supervisory services that have been establish: 


and their chain of command. Up until now the Bureau has not 


this office. ana this is new, and this Is hew, and this Is lew, 
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Mr. BYRNES. For the purpose of the record, ] wonder, Mr. Cor 
missioner, if you could just identify those sections that you we 
pomnting to? , 

Commissioner Dunbar. 1 was pointing to, on the Commission: 
level, the Director of the Inspection Service, and in the unit level 
the field supervisory service for the intelligence unit, and to the fi 
supervisory service for the income tax unit. 

Mr. Kean. Could we have the information as to who is the m 
1) rector of this Inspection Service / 

Commissioner Dunuar. The gentleman on mv left, Mr. Edear 
Hoppe. 

Mr. Kean. And it is now in full effect ? 

( ommiussioner Dr NLAP. No, sir. if Was to hecome effective. the ‘ 
der establishing it was signed in August, but it was to become effect 
on October 1, Mr. Kean, for the reason that the gentleman we want: 
to head it, and who was and I think is one of the most experienc: 
and highly qualified men we have in the entire service, Was On spe 
detail to work out a tax survey for the ECA in Germany, and 
would not return until the last week of September. 

Mr. Kean. You said it was in effect as of October 1. 

(‘ommissioner Dunnapr. Yes, sir. 

Mr. Kean. It is in effect now / 

C onimiisstoner Dt NLAP. Yes, Sir. lle has assumed his duties wit! 
the past week. 

Mr. Kean. But he has not yet worked out his assistants and t 
whole sta tt / 

Commissioner Dunnar. That is exactly right, sir, and in ot] 
words, it is just now beginning to function. 

Mr. Kevan. I think. Mr. Chairman, it would be a good thing if 
would describe to us about what they would do which would corr 
ome of the things which have occurred, and what the plans for t! 
ew Inspection Service were, and how much authority they wo 
ive over the Inspection of the collectors, and so forth. 

Commissioner Dun tar. In order to answer that question, sir, 
would have to look at the lower boxes on that chart, and the field 
pervisory service of each unit. Each unit is charged with that m 
vement tool and through those people they manage and supervise 

spect each of their field installations themselves. You see on 
tis given. 

t is hard for me to underst ina this. 


tl level Lier 
Now, 
t. the Director of the lh spection Service, 

ws down to the head of the intelligence unit. and then it st 
C ommissioner ey NLAP. If you notice, 1t Goes to every install i! 
Mir. Kean. By wandering around through the maze. 
€ OMNLISSIO! e} Duntar. No: he can go clirectly to any of them, 
it merely iIndieates that he 


“Y 


in follow the most direct route, ane 
votoany of them at anv time. 
\I Kean. For nu tance. =< funetion with reference t 
f hom we are pri pally concerned at the moment 
‘DUNLAP - function in connection with the 
Ipervisol oft accounts ata 
- doing it thoroughly, prope 
e nna complete report 


first funetion. 





Mr. Kean. Is that the rou » work of 
Commissioner Dun , ; 2 


fone propre I ly. 


Mr. Ix WNL Phat has bee 
DUNLAP 


‘ ‘ 


ink eXami 

Mr. Kean 

urred ¢ 

Commissioner Dung 

WnYg that has bee thet] pel 

joston case, under the present 

the earmarks of a true bank defa 
of those things tI hd tak 


aes 
i 


l ONIN 
fort to find “Ome menos to correct 
Mi IK EAN Would thev ha he authority tl 


Hectors what to ado rei ft 


eriine | 


nm. or would all 


to report bysve k to vou ina then you would take thr ACLIOT 
Commissioner Dunnar. They could have the collector tak 
tive action on the ground: but. if it involved the collector hin 
lf, what they could do would be to tell him what thev thought ar 
eport the situation up to me, It would he up fo me to ee tliat corre 
as taken if it was of such a nature. 
It s somethn i of the same relation ship as a bank ex 
as, and a bank eXanmiimhel would tel] the president or the cash el 
oes not do it he reports back to the Comptre ler, 
d the Comptroller writes a nasty letter telling him to do it or else 
Commissioner Dunnar. Check. 
Mir. WK \N. With reference to what you said about the new collector, 
mean ab ut collectors with outside business, the committee has been 


i bank that he ought fowl ite off eertain securities or some loans, 1! ct 
| 


the bank president ( 


llowed to have outside businesses. Have you had difficulty in vetting 
le or efhicient collectors where there were Vacaneles with that qual 
ition ¢ 


formed that new collectors who are being appointed were not bein 


Commissioner Duntar. I have not: no, sir: because there have been 
ne appointed since I have been in office. 

Mr. Kean. There have been none appointed since you have bee 
office ¢ 


V1l550 
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Commissioner Duntap. But that is the policy, to call them in 
Washington and have a thorough discussion with them of the duti 
and responsibilities of a collector and extract from them a promis 
that they will devote their entire efforts to the operation of the co 
lector’s office. 

Now, how successful 

Mr. Kean. You do not know whether that has resulted in any dit 
ficulty in getting collectors / 

Commissioner Dunuar. The only collector who has assumed offi 
since I was Commissioner was appointed prior to the time I assum 
office and was a career Government employee at the time he was a 
pointed, not in the internal revenue service, and I believe he can 
from the Department of Labor. 

Mr. Kean. Do you know what the date was that that policy w 
adopted ¢ 

Commissioner Duntar. I believe it was July 1. 

Mr. Kean. July Lof this vear ¢ 

(Commissioner DuNLApP. Yes, sir. 

Mr. Kean. That was after there had been some signs that the: 
was some trouble in the collector s’ offices ¢ 

(Commissioner DUNLAP. Yes. 

Mr. Kean. I would like to comment on what you say about t} 
aunoswer to nearly all of your troubles in your mind seenis to be lac] 
of funds. There may well be something to this, but 1 think that vo 
may remember, or some of the staff may remember, that when th: 
tried to cut your funds on the floor I took the floor and spoke agains! 
it because I did not feel that it was a wise thing to do to these funds. 

Llowever, it seems to me that every time the present administration 


is criticized for anything all they do is come to the Congress and sa 


“Give us more and more and more money .’ and there is a limit to t] 
amount that the already overburdened American taxpayer can give uj] 
Coniumnissioners Di NLAP. Mr. Kean, if you go back to the incepti 
of the internal revenue service, you will discover in using the statisti: 
aVailable a very unusual thing. The cost is one-half of 1 percent 
collect the revenues of this country. It has cost year after vear aft 
year when we have had to come back for deficiency appropriation 
vou can boil it down, it has cost one-half of 1 percent, and now if w 
are going to colleet $60,000,000,000, I can tell you just as plain as ! 
ean talk that it is going to cost one-half of 1 percent. As the tar 
rates increase, the difficulty of collection increases, and the temptatio 
to evade is greater. It takes more people in the field to collect t] 
accounts where returns are filed, but no remittances accompany thet 
and it takes more people in the field to determine and to collect ré 
turns from the people who fail to file them. Every time the rate gox 
up. and it is a peculiar fact when you analyze it year after vear, 
you want to figure cost of doing business, it is one-half of 1 percent 
snd now I agree with vou, there has been a lot of call for additiona 
funds; but after all, where are these funds being raised, and whet 
are they coming from’? The cost of operating your Bureau of h 
ternal Revenue per dollar received has not increased, and we are 1 
expecting it to increase, but we do Say that the monev and the peopl 
necessary to enforce these expanded tax laws must be forthcoming « 
we cannot do the kind of job you expect us to. It is apparent rig! 
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ow that the Congress is going to pass this gambling tax, and I have 
id ever since I have been here, and I have been to the Committee on 
Finance and others and told them it is going to cost 335,000,000 to 
foree and 3,000 additional field people if it is adequately enforced. 
We will tell vou that, and Tam telling you now, and it is going on 
e statute books, but we cannot enforce it without the men and the 
oney. Likewise, Wwe cannot do these other things I have peeh talku uy 
oul unless we have the men and the money. 
You asked me what I found here, and I told you I found a lack of 
pervisliol. Whi have we not Vol these people to do this supers iIsion ¢ 
Ve have not got the money to hire them without taking the money 
vay from the operation of collectors’ offices, and we hesitate to do 
it because those peopl are already snowed so completely unde 
they will never dig out. 
Mr. Kean. Has that percentage of one-half of 1 pereent changed 
er the last 30 years, since the income taxes have been iD, { 
uined constant, practically constant ¢ 
(ommilssroner Dy NuLAP. | think that vol will tind, sir, that it has 
ilually decreased Up through the vear 141, It started off in the 
ir IS6G, and it cost S2Z.4AT to collect S100, and in LS67 it cost S3B.58 1 
lect SLOO, 
Mr. Ki AN. Let us get to where the income tax came iin Ll 
Commissioner Dun tar. When you get down to 1914, in 1914 1 
w2 to collect S100, Now. that eradually decreased each vena 
iM41—and this was just prior to, if you will remember, the 
t—in 1941 the cost was 8S? cents. 
Mir. Kean. Then the withholding tax came 
e reduced the cost somewhat. 
Commissioner Duntar. Then the next vear, the vear withholdu sy 
x came in, 1945, it cost 44 cents, and it has varied between 44 cents 
1 52 cents up until 1950, 
Mr. Kean. Has it been increasing a little bit ever since 
esent ¢ 
Commissioner Duniar. No, sir: it went down during the wa 
rs and it went down to a low of 33 cents to collect S100, and then 
i ily toa low of 3Y cents to collect SLOO, and then it has vr} idually 
e back up due to the increased audit, field audit. , 
Mr. Kean. I can see why it would increase at present owing to the 
‘rates being so high that some people feel that the taxes are unfair, 
therefore do every possible thing to avoid the taxes, and during 
war period probably the reason for the very low cost was the 
that people felt at that time that it was the patriotic thing to do 
pay every bit of tax, which they should always feel, but now with 
very, very high tax I think you are getting to the period where if 
are going to collect such taxes you are going to have to spend it 
hore money because it is going to he considered tax avoidance is 
only thing you can do in order to save practh al confiseation. 
mumussioner Dunbar. The patr otic motive of course entered into 
picture in 1942, 1943, and 1944 but there is another vital factor that 
ered into the picture, Congressman, and that is the fact that we 
nt have any people, and the Army and the Navy and the Air Force 
i them, and all the collectors’ offices could do during that final tran- 
on period when the withholding tax came into effect and the me 
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ev on all of this tremend 

refunding program, all they could do was to try to keep the th 

together. When I came back from the Army, at the start of 1946, t 

office in Dallas was so far behind that I didn’t see how in the wo 
utd ever cateh lip. 

is that period has passed and it became necessary for Us t 


chanics were being worked out and bringin 


nour audit work again. and pick up the black-man 
veoure now picking up the ra keteers and to bri u 
tandards up to what they ought to be, and in addition ent 
‘the additional laws that have come into effect, the rate 
}) from that wartime low. But vou can rest assured 


rime to vary from one | alf of | perecel t drat hi either WW 


‘ 
|? 
i 


every ' ir except fa that one period. 
Vii Ky LN Would the amount of idditional revenue collected 
nue to increase indetinitely as you took on more agents? There n 
some place where DO.000 more agents or oA OOO more people 
Departiment— 
Commissioner Duxtar. You would reach a pomt of diminis 
returns, Ves, but we h ive hot vet itp} row hed that point, not by alo 


margin of means. 

Mr. Ix \N. M\ memory Is that the Appropriations Committee 
not allowing a year or two ago the full amount of extra employees th 
vou wanted stated that it would be impossible for you to train th: 
and that was the excuse. 

Commissioner DuNI AP. I didn’t understand that. 

Mr. Kean. They said it would be impossible for you to train thi 
during the time and I think the appropriations committee told 1 
that vou asked for some 5.000 additional agents, and that they allow: 
vou 2.000 or 3.000, <ayving you could not train the 5.000 during 
period of that year. 

Commissioner Duniap. The training of a deputy collector, M 
Kent . is a progressive thing. No deputy collector In mv opiniot 
and JT have had it for yvears—is worth anything much, he will p 
his wary but he is not capable of reaching his peak efficiency 
he ms hot as \ iluable as he will be to the (rovernment until he 
had at least a vear’s training. You must then go back and 
how they ire trained. In the first place, they vo to school. © 
Instructors teach them these tax laws, and the methods of filling 
returns and all of that, all during this period. But while they 
doing that, the man starts out first and he learns how to serve 
collect the warrant for distraint. In most cases that is just ge 
to see a fellow and saying, “Here, I have got this account and t 
is what it is all about. Let me have your check.” He break 
that way. As he masters that field, he is brought into the n 
complicated field, and he is then put on the securing of delingu 
shall we say withholding tax returns and delinquent social secu 
tax returns which are purely a matter of adding up the man’s b 
and putting the figures down and he progresses gradually thre 
his training until finally he is able to audit the most complicat 
income tax return. But he can’t do it overnight. So while 
say we can’t train the people in that length of time, those peo; 
who are in that training relieve the experienced deputies fro. 
briefcase full of warrants for distraint and turn that man loose 
audit work, 
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was not discovered and determined to be illegal operations in rele 
ing the kind of liens for which he was indicted until—when was 
suspended ¢ 

Mr. Ourenanr. It was discovered in our investigation which stay 
in Washington in June. 

(‘ommuissioner Dry NLAP. It was discovered in June. 

Chairman Kine. But. Mr. Commissioner—— 

Commissioner Duntap. I would like to call your attention to 
fact, too, of how a thing like that could happen. 

Chairman Kine. But what he was known to be doing was a viv 
tion of the law. and not the regulations, but it was a violation of 1 
law. I donot want the record to show, unless it is true, that a collect 
is determined to be violating the law by his supervisor. Was the }» 
sonnel problem so bad in the Bureau that known violations of the 
were being tolerated ¢ 

Commissioner Duntar. Not by any manner of means. We m 
realize that a collector of internal revenue is vested with vast auth 
ity. Hemust be. He must use judgment, rare good judgment in ¢ 
tending terms of collection and payment to businessmen and indis 
nals and he must use rare good judgment in originally filing tax lis 
I say that for this reason: An internal-revenue agent examines 
man's business and he thinks he has paid all of his taxes, but they 
cide his depreciation rate is wrong and they finally settle down 
say, “Well, you should depreciate this asset over a 20-year period 
stead of a 10-vear period.” which results in an additional tax, Tf a 
lector when he gets that assessment for collection insisted, say, t! 
that fellow come in there and pay that tax immediately, or have | 
liens filed on him, he could possibly put the man out of business 
collector that operated on that iron-clad basis could close up 
of the businesses of the United States tomorrow. So a collector n 
use rare good judgment, and he will call in the businessman or | 
individual, whoever is concerned, and say, “All right, we will hay 
conference on how you can settle this account.” He Savs, “Mr. Col 
tor, here is my financial statement, and I can settle that and still s! 
in business on the basis of paying you so mucha month. But if vou 


tax liens mv creditors and my bank are going to close down on me, 


I can’t do business 

So there is a collector on the spot. He must rely on the integ 
of the businessman involved. He can put him out of busines 
he can collect the Government’s money and leave the man in 
hess, 

Now bearing that background in mind, the cases the supervisor 
talking about up there, I understand. were cases where the colle 
had to do something to collect the Government’s money and 
leave the man in business. The Government ran no chance in t! 
open and aboveboard methods of losing its money, because « 
though the collector had no authority to release those liens, 
very fact that he did made him accountable to the Government w 
his personal bond for the full amount of the taxes involved. In ot 
words, the Government could not lose. So that practice was, | 
derstand, discontinued after the supervisor’s warning, but I 
know. Certainly I heard no complaints about that any more. 
actions that the collector took up there were done, but I don’t k 
or we don’t know yet what corrective actions were being take 


| 
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prevent a man who deliberately does a thing like that any more than 
you know how to prevent an employee of some bank from walking 
off with samples. He violated the law deliberately himself and the 
very nature of those things are such that there would be no way to 
atch it unless you went to the office of every county clerk in the 
State and checked the releases of liens against the outstar ding books 
n the colleetor’s offices, and that would be a mountamMous and almost 
uipossible task. That is the reason collectors are bonded. 
Chairman King. Mr. Commissioner. an intervening audit during 
at period, however, would have caught the acts as they were being 
fone, 
Commissioner Dunrapr. Not if the collector did them himself with- 
t going through proper channels in his office and if he just took 
he form and signed it and took it down and put it on record or had 
e taxpayer do it, there would be nothing in the office to check. 
Chairman King. Then an audit would not cover it. 
Commissioner Duntar. | have never heard of any such instance 
i fore and | Can thiagine a than doing il thing like that. There again, 
ough, you mitist bear no mind that under our system the Govern- 
ent won't lose one dime. 
Chairman Kine. What vou have said, then, just reemphasizes the 
obvious necessity of the integrity of the collector being determined by 


every possible method before he is appointed, 

Commissioner Duntar. Yes, sir. They must be men of business 
iwacity and the highest possible integrity. 

Chairman Kine. His powers are far greater, and his leeway 

r greater than the average citizen or taxpayer realizes. 
Commissioner DuNtar. Yes, sir. 

During the depression from 1933 mp until the t 


1o40). every b ess nour part of the 
7 , 
| 


collector used 

»than they were. I personal 
soutofa very, very difficult financial 
to ask the peapte to come mn along the 
“Depending on the way 
ire foing to stay n 
‘rious proposit mn and 
you put a tiartinet in one 
nse who follows that law right 
I vould close up half of the small 
oft mat io} WwW. d vou have rot to have people 
eood busty “ae vine? } hon sense Who w 1] protect the 
rnment s interest t the same time not let anvbody get away 
inythiing. 
airman KING ( der, Mr. Cominissioner, that the freedom 


| 


i mvehie bord r 4 hietia hterests 


(‘onmmnissione) SLAP Lnot hear vou, sir, 
hairmian KING it ahnvehineg approaching col flicting terest 1 
outside busines { ties of collectors should be pr rinitted / 
Missonel ~ ND \ outside business ACTIVITS at ill ? Mr. 
rman. that 3 etty broad question. Should a man be pro- 


ited, just because he has been appointed collector of internal rev- 
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enue, from operating his wheat farm that li has owned and operat 
his | fe and should he be prohibited from Operating his Catt 
he owns an interest in an oil cor pany, and shou 
that to become collector of internal revenue / 
if the propriety of then outside DUSINesses. \ 
to that (plies ne that consideration I mention 
ne collectors is follows 
his business COMMUNITY to t 
rather bias ob admin stered bry 
n who yorng to retuse to vive up his o 
V uheertatn surrounding 
ctor ota Tl \ Lf tha collector wa 
term 


Pree 


e 
lave vou 


colle tors 


} 
peapie W 
li revenue, il 


cotlector, 


Vol ld. 


Hoover re] 
Deel! that the Gove! 


» through the pol tking levels, should be a sti 


} . } 


Mr. Byrnes. Before vou leave this phase of the question, a 
ana VO just test fied that there can be circumstances wt 
| ‘ collector . the lif or cae it] propos tio | | 


tuxpavel who might he in trouble is coneerned. It would see 
et it that would of itself dictates that the job he remove 1 fron 
political considerations and that under your present system certair 
polities Is one of the important factors in the employment of a 
lector, and the only way vou are going to remove it is to put it um 


crvil ( ct ii | mv yudgment there ! question 
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hether vou are remoy vou do that, but there is some 
rotection in that area 
Chatrman Kine. Mr. Comniissioner, 


s not unusual to find civil 
ryvice emplovees el 


enced ) outside business activities: 1 it / 
Commissioner Duniar. Yes: I would sav it was very. very excep 
al. very. In at oy yords, 1 would he against m\ policy to 


service emplovees eng: 


—t 
} 


igecd 1 outside businesses as you meal 
I am sure per rally have oranted author t\ to many 
tuke outside jobs, and | made no bones about 

deputy collector or a grade 4 clerk in a collector's 

‘oe and three kids, can’t live adequately on the salary 


quite often L have given those 7 ' rm 


Sclor] 
1 1O} 


mrious stores on Saturday ol work filling 
oranted that kind of permissio1 
reel employee should have a oO 


Vou meat 


| 


rouen 


r | would evel have “o tec 


In fact. as vou ki ow. we took ac my the mint =| fou 
I condition ad di exist 
airman Kixo. Now, Mr. Comm 


t requires an applicant for employme 


mev away. the hy cot 
the kind of n , want to emplox 
weapons that we ti ised to enabl 


background of t] 
he Crovernment 


} 
Voras 


“ervice and we a 


int people who don’t pay th ! 


courage the emplovment of 


rown home d to show a hi »thrift n 


' 
it ‘ menn therr own perso 
nuse We kK \ mn) ‘ Xperiet e that those 
hat are goin oj is t] 


i? DEST ~ S 
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Chairman Kine. Does it work well; has that method of determi: 
ing a man’s fitness and aptitude worked well? 

Commissioner Dun.ap. It is just one of the checks we make. 

Chairman Kine. An essential check. 

Commissioner Dun ap. Yes, sir. 

Chairman Kine. Now, then, Mr. Commissioner-—— 

Commissioner DuNLar. You must bear in mind, though, that th 
is only part of the picture. 

Chairman King. That is true. 

Commissioner Duntap. In employing most people, before thi 
employment becomes final, they are subjected to a very, very clos 
character investig ration conducted by our Inte llige nce Unit, and the 
record must be excellent before they could be employed. 

Chairman Kine. Now, Mr. Commissioner, if it was deemed appr 
priate and it was developed to ascertain by a rather comprehensiy 
questionnaire dealing with financial matters or standing of an app 
cant, What would be amiss 3 years or 4 years or 5 years following | 
employment to confront the same employee with an identical or simil 
net-worth or financial questionnaire, in your opinion? 

Commissioner Duntapr. In my opinion, it is a goal toward whi 
we should work: complete financial picture of all of our people 
all times. And it is a goal which I think we will accomplish as sox 
as we can. Whether it is wise to do it at this time or not is som 
thing else again. There was publicity released in New York « 
somewhere relative to the fact that this was in the wind. I doi 
know whether there was any publicity or a rumor; but, anyway, 
was in the papers, and we have in some of our more technical offices 
60-percent load of people who are performing oe service fi 
the Government. A lot of them are lawyers and ¢. p. a.’s and evei 
thing else, men with the highest possible integrity an who are pr 
fectly eligible for retirement tomorrow if they want to retire, ar 
we couldn't replace them. Some of the reaction to that article w 
rather astounding. I take the view I can fill out any financial stat 
ment at anytime to anybody, and I don’t care, and none of the rest « 
them care, but the first reaction is, and was, “If this is the kind 
outfit I'm working for, 1 will just go on and retire and leave it w 
them.” That is without thinking. But we are having a most difl 
cult time due to shortage of personnel and lack of money and w] 
ever you want to call it, and T would hate to run the risk of a lot 
retirements at this time by people who just did not like the idea. 

The Bureau of Internal Revenue is 100 percent willing to put « 
those questionnaires and process them and gather them up and | 
them together and do anything else necessary if this committes 
directs. We would be most happy to cooperate with you 100 yx 
cent in that regard. Personally, I prefer at this time to follow a 
other route and I am following it. I have directed that the incor 
tax returns for the last 3 vears be given a close scrutiny, and the 
come-tax returns of everybody working for the Bureau of Intert 
Revenue, wherever they may be located, from the Commissioner 
down, with the exception of our very low-grade clerical employe 
That is to include every fieldman and every supervisor or anybo 
with any job of any consequence in the Bureau or in any of its fi 
offices, to be examined immediately. That is for a period of the | 


3 vears. T think that it will accomplish the same results: but. 
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i say, if it is the desire of this committee that that questionnaire go 
it and so direct us, it will go out and go out immediately. Mr. De 
Wind knows the questionnaire has been worked out satisfactorily 
etween your counsel and the people in the Bureau who have been 
orking on it with him. 
Chairman Kine. Have you had any considered reactions from any 
the employee L2TOUps as to their attitude or reception of this pro 
osed questionnaire ¢ 
Commissioner DUNLAP. Yes, sir: I have. 
Chairman Kine. What was it? 
Commissioner Dunnar. It was in the form of a resolution passed 
the Association of Kemployees of Collectors of Internal Revenue 
d that is quite a name to repeat—in convention at Cleveland last 
mth. They had a resolution which reads as follows, Resolution 
14: 


Vhereas the Commissioner of Internal Revenue, on 


ti 


ssuming olfice 


1951, in his acceptance remarks stated, in parts, as follows: 
There may be some few within our service who, even now, do not measure 
to our standards; possibly some who may have betrayed their high trust 
sure you and the public that these few will be eliminated from our service 
kly, whenever and wherever their irregularities are detected, in simple 
rness to all of our honest and loyal employees. It is necessary that no one 
allowed amongst us who might cause the splendid reputation of our 
i our service to be smeared by any faithlessness to his publie trust”: 

Whereas we have heard that a committee pra Congress has suggested that the 
reau of Internal Revenue should require each of its employees to file periodi: 
plete financial statements as & means " mend helping the C ! 
tuate the high principles contained in the above parngrap! 
solved, That this convention go on record as heartily 

sioner’s statement and, further, that it be emphat 


ome the opportunity to complete any financial questionna 


3 peop 


and 
SS1roOney,T 


ital | 
ng else possible to assist the Commissioner in achiev 
ete integrity in the internal-revenue service. 


pe rsonally 


Chairman Kine. What other reactions have you had 
m individuals, Mr. Commissioner / 

(‘ommissioner Duxnar. Mainly in the form of letters to var 
nvressmen who have referred t} em down to me for comment 

Chairman Kine. Are the field officials of the Bureau in your opinion 
orable to the quest onnaire, and have vou had any expressions ¢ 
ommissioner Dun tar. This is the only expression I have had. 

‘ hairman Kina. Does fiat cover most of the emplovees ¢ 

Commissioner Duntar. It covers just the collectors’ employees, and 
es not cover our te hnical people, such as people in the techmical 


one 


I and the people oft that charac fer, al cl if does not cover internal 
] 


enue agents and it does not cove) any employees other than those 


llectors’ offices. 

airman King. Have you personally had reactions from other 
‘au enip lovees, other than inthe collectors’ offices. that are covered 
‘ties resolution, indicating displeasure or opposition to people 
ving this sort of ma which, T will repeat for the record, 

most identical in its provisions 
pre Duniar. I wouldn't say, sir, that IT have heard any 
its from any of the othe divisions al the rota get Aes than } I 
lesan of mens stating that they mare heard this rumor and that 
think it is a violation of their rights as American citizens, and 
e they are glad to have the returns examined with a fine-tooth 
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comb they don’t see why thev should be singled out to have to do 1 
when hobo else : 

Chairman King 
ssioner / 

Commissioner Duntar. 1 don’t 
Chairman Kine. When thev sa 
forced to do it, whom did they mean 

er Dunbar. The 


in Kine. Oh, IT see. 
ssioner Duntap. As 1 say, the 
bere facetious in this matter, are var 
pre pie have written their Cor “ 
been referred down to me for comment. 
i! KING Lhe, were 11 


er DUNLAP. Some 
Kina. Did 


DUNLAP 
it | personally 
ier 1 elits us Amel! 
wi i violation of then rights 
Mr. Byrnes. Were any of tho 
vr Duniar. No. 
It was below I 
Dunrar. || 


ana t 

g fortifving ublie op 

fidence in the complete integrity of the serv ce, and 

Poss ble being done to make the service without 

»> far us m : tl view would be cor erned, IT t 
nterest is more niportant than the few emplover 
t be resentful and might say, “Well, if thi: the kind of 


going to have to work for, T will t.” T think if they 


nal the welfare of the “eTvice, | its : referred lo 


idopted hy the ollectors’ offices. hie olla Von 
ae 1 is cleni as possible mad 1 (jI rwekly i> possible, 
he tvpe of ager 


there would be no question in thei mind ibout t 
ne for 
~ one 1) NLAP. Th: | rieh aoe e Vy th you. nba 


We re W 
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rao Tt 1) percent, ! . { ribute them and process the) 


d evervthing else, 


i ii 
Isa directive from vou to do t. 
\ having a directive l \ \\ Via cunt! bikdye omy vth 
“es: you see whit 
Mir. Byrnes. tood it there was 
i oOo stnee Wwe had tt 
the Sex retary of the ‘| reasury, 
Commissioner Dunnar. The reluctance ha 
committee, And 
th) whon Vo 


; lled 


dd adopt 
rgoing 
ier 
ute and 
Byrn 
ttee directed 
Dee} prepared ¢ 
(Commissioner Duny 
\ir. Byrnes 
secretary 


, 
lv wher 
: ! 


issecl The 
it’ thi if 


hoOnnamwre 


hhinissiohner [>t NI 
he Secreta 
Mr. Byrnes. 7] 
ommissioner Dun 
Mir. Byrnes. From t! 


I \ 


mimussioner DUNLAL 

Mr. Byrnes. Mr. Chairman. 
me tor that purpose, I move tl 
reulate the questionna 

Mr. Kean. That bri 

lid cireulate it. if 
from the Departme: 


| t 


is to what would happen if 


ane would t| ere he coopel 1 


missioner Deny 
percent cooperatilor 
hem out and eat] 
vou want them process 


pe, manner, or form \ 





INTERNAL REVENUE INVESTIGATION 


Mr. Byrnes. I assumed that was the case because I think to dat: 
Mr. Commissioner, you have been most cooperative with t! 
conumittee. 

Commissioner Duniap. There is a question in our mind as to wh 
is the proper psychological procedure at this time. You must kn: 
that our people are highly perturbed by some of the publicity a) 
things that have gone on. 

Chairman Krxe. I think perhaps this subject should be gone int 
In executive session. 

Mr. Byrnes. I would be willing that the matter be held in abeya 
for an executive session. 

Commissioner Duntap. I would like to leave with the subeommitt 
a copy of my directive covering the audit of income-tax returns of t! 
employees and officials of the Internal Revenue Service, if you do 1 
already have it. 

Chairman Kina. It is so ordered. 

(The document referred to is as follows:) 

TREASURY DePARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington, D. C., October 1, 1951. 
Audit policy in respect to income-tax returns of officials and employees of 
internal revenue service 
Collectors of Internal Revenue, Internal Revenue Agents in Charge, and Ot 
Officers and Employees of the Internal Revenue Service Concerned: 

1. It has been the policy to select for audit examination the individual 
come-tax returns of ollicials and employee s of the internal revenue service 
the same basis as the taxpayers of all other professions and oecupations, 

Effect ive immediately, the rule will be to have the returns of every 


rently employed official and front-line enforcement employee examined ir 


spective of whether or not the information on the return indicates that 


eXamination is warranted. 

3. Officinis will be interpreted to include every employee with the titl 
livision head, and all employees of higher rank to and including the Comn 
sioner of Internal Revenue. Front-line enforcement employees will be int 
preted to include office and field deputy collectors, collectors’ office auditors 
returns examiners, revenue agents in the office and field, conferees, tech: 
advisers, reviewers, special agents, miscellaneous tax agents, alcohol tax 
spectors, alcohol tax investigators, and storekeeper-gagers. 

t. The collectors and revenue agents in charge in the respective jurisdict 
will cooperate with each other for the purpose of having the appropriate } 
sonnel clerks prepare a full list of names on which requisitions will be prepa 
for the returns. The returns will be allocated for audit as between the coll 
and the agent on the basis of existing rules in respect to all other returns 

5. For the purpose of inaugurating this program, requisitions will be prepa 
immediately for returns for the years 1950, 1949, and 1948. Returns for ear 
vears Will be requisitioned only if the audit of the returns for these 3 y« 
indicate to the auditor that such is warranted. Thereafter requisitions wil 
prepared on an annual basis. 

6. The audit may be made in the office or field depending upon the cir 
tances of each case, but contact must be made with the taxpayer, or his 
authorized representative, in every case. A report to that effect must be 
pared and attached to the closed return. Returns which are obtained on re 
sitions which are found to have been previously audited need not be reop 
if the record indicates a satisfactory audit and the taxpayer has been 
tacted. 

7. The general rules regarding proposed changes, appellate rights, specia 
vestigations, etc., will prevail. 

&. Adequate records must be established and maintained by the colle 
agents in charge to indicate the progress of this assignmer 


and revenue 
be examined from time to time by the internal reve 


order that such may 
inspection service. 
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9. Income-tax returns of all employees of the internal revenue service not 
specifically covered by this order will be subject to the same classification rules 
soverning the selection of returns of the same general type for non-Revenue 
mployees. 

10. Commissioner's Mimeograph, Coll. No. 6593, Ro. A. No. 1804, as amended, 
: modified to the extent indicated herein. 

Joun B. DUNLAP, Commissiones 

Chairman Kine. | wanted to make an observation In connection 

th your motion, Mr. Byrnes, and the thought struck me at the mo 

ent I realized the type of motion you were to tnake. 

| believe, to be candid here, that knowledge has come to me, at 

ist, that the secretary of the Treasury is opposed to this question 
ire, and to what degree and in what respect> we do not know. In 
ite of his statements, 1 believe last July, to this subcommittee that 
» was favorably inclined to it, I have reason now to believe that he 
is changed his mind. And I think that with due respect to him the 
otron perhaps should be deferred until such time as we have his 
ore recent views with respect to the questionnaire available to us. 

\ir. BYRNES. That is perfectly all right as far its | ain concerned, 

| suggested, I would like to have the views of the Secretary , but this 
matter that has been pending before the subcommittee since prion 
» the first of July. Now we are in the first of October, and nothing 
ts vet been done except some of the detailed work between our staff 

d the Commissioner's office, in preparing the questionnaire to be 
ed. 

Now, we are back where we were the first of July, with the tl 


1] unresolved: and t seers to me t} il we ought to resolve 


or the other, and right away. 
ommnissioner DUNDLAI Mir. Chatrman. ! ke a statement 
I have Clvel that attitude to the subcommittee throug i Its counsel 
nany occasions since it first came up, the fact that we would be per 
thy willing to do it, 100 percent cooperation, on direction from this 
beommittee 
Chairman Kine. At one of the conferences which vou and our chief 
nsel hac, is it not true that a number of ranking officials of the 


reau were present at the time this questionnaire was diseussed and 
posed, and am [ correct in my belief that all such men who were 
sent in vour office or at this conference were in accord with the 


ulation of the questionnaire f 
Commissioner Duntar. My reaction to their reaction, if that is 
per, was that they said, “Well, now, if this is what the King sub- 
mmittee wants, let us sit down and work it out.” But the whole 
ng was being worked out on the basis of “This is what the subeom- 
ttee wants.” 
Chairman Kine. They were not, of their own opinion, in aceord 
th what the subcommittee wants ¢ 
Commissioner DuNnLap. No, sir. 
Chairman Kine. While we are on the subject, Mr. Commissioner— 
! am aware that this is a little delicate question, but the rumor 
come to me—are vou aware that there has been any effort in con- 
rt or by individuals to inflame or arouse a feeling among various key 
ployees of the Bureau against this questionnaire ¢ 
Commissioner Dun.ap. No, sir. The only influence that I know 
ything about is this resolution that I read you. 
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Chairman Kine. I cannot say anything there, other than to cor 
mend that convention, and the spirit that they have taken seems 
belie some of the statements that have come to me that their reputatior 
are going to be ruined and they will retire rather than sign it, wh 
most of them at the time they entered the employ of the Governni 
signed, | believe, or were subject to a questionnaire even more seve! 
than the one that the subcommittee has proposed, 

I do not mind saying that IT am disturbed, and IT am fully aware th 
every member of the subcommittee is quite concerned about this. W, 
realized it was a harsh sort of thing to suddenly bring up and propo 
to good employees of our Government. And I think the major 
of the subeommittee will agree with the statement that ] will make t] 
tis difficult for us to understand a man in righteous feeling ag@ainst 
ind not being able. after long service in the Government and in vie 


of the recent events, to be in accord with its purposes. And, as \ 
have stated, it was an essential phase of determining the aptitude a 
the character and Integrity of a man on entering the employ of 
(rovernment, at dl | think our entire cohncerh how should be what thie 

wrong W th keeping il fresh anid up to date. at dl Whit snot this 
me to do it 

Novy ° Mr. ( olnbiissroner, I have Jiist those Iwo questions, 
(‘ommiussioner DUNLAP. Mr. King, I think the only question bet we 

one of mechanics. In other words, we feel that it would be w 

have i dl rective from this sub oniiittee, due to the fact, one fix 
it Weare ol ly one small seoment of the Government: due to the pe 
ible psychological reaction. Nobody in the entire internal reves 


rvice would question one moment the propriety of the thing it 


teas a directive from this subcommittee on il reqtiest from. this 


But we would like tha ison ! Irahiee Porey, ! 


} 


i! ull it that. 

Now, I cannot tell you what the Secretary might say to you i 
ippearance before you, but ] do want to clear up one thing: Phiat 
Secretary was out of town on these commitments before we even kine 
thiat ther was to be a hearing, mid tis appearance here today Wot 
have required the cancellation ot engagements made miat \ weeks i 

Chairman Kine. I realize that, Mr. Commissioner. 

Mr. Kean. May Lask a question’ Are there any other departme 
of the Government that ask for the type of questionnaire that vou a 
many of your employees for when they are first emploved 4 That 
not general, is 1t¢ 

Commissioner DUNLAP. IT cannot answer that. sir: I do not know 

Mr. Kean. I do not believe it is, and I think that the whole purp: 
of this questionnaire is the extreme SCDSILIVITY of this departine 
and the temptations which must necessarily exist when a man gett 
i small amount of salary, comparatively, deals with others with en 
mous figures and amounts of money 


} 


Commissioner DUNLAP. That could be. sir. but ] yust do not kr 
what the other departments do, and I have never had oceasion 
inquire or to encounter the question. 

Mr. Kean. Lam a little confused, still, by your statement. You 
that Vou think that this questionnaire should be the long term, or pa 
of your long-term policy, and yet you say that this is not the prey 
time to do it. 
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Now, I understood from that last statement why you feel that it 
vould be better for personnel relations if you could volo all of these 
} eople and say, “We don’t necessal ily hike this ice a. but the blanket, 
blank Congress told us we have to do it, and therefore it isn’t the 
fault of the department, and it is the fault of this wicked ¢ ONYGTeS> a 


lL ecan wu derstand hist But | still do not get the pont where Vou 
iv it ~. wood 1a] Vv. but vou do not think It ought to de the nh) “y 
ov 


Commissioner DunnaAar. There would be no such attitude on the 


it of the Bureau, in the event vou ventlemen decide to request it 


There would be no suel ittitude us that. us | ‘ili ure Your COUlise 


lltell vou. But ten. right now we are frozen in the tield. and we 
innot emplo dma. and we had to lose 00 field pos fiohs as a result 


f the last budget. So we | 
ttrition 

Mr. Ki \N ‘| =~ frozen ol account of thy Fereuson Jenser 
nendment 4 

Commissioner DuNtar. No, sir: we are not subject to that, and 


ve had to freeze unt we dothut DV norma 


are frozen by virtue of the fact that the budget was set up here 
d recommended for passage, and it was cut SZl.o m 
ean we had to lose 900 people. 

Mir. Kean. The budget is less thar last vear/ It eut this \ 
less than vou had last vear/ 
(Commissioner DUNLAP. No, sir. 

Mr. INK EAN, How do vou lose ans people c 


( ommiisstonel ey NI I Last vear we were ailowed au erta 

r of people when the Social Security Act amendment vent 
rrojected to go into this vear, and we hired them. and 

u cut our b wiget k where we have got to fire ther ri} 

lt was not extra money nou budget request, but the situation 
ere, and we are losing 900 people. 

Now we are short of emplovees in every office of the United Stat 
d we are having considerable readjustment to do. Lhe job ota 
come-tax collector ind everybody working n the oflice is not 
ypular employment Airplane factories are Opening up ill over thi 


ountry, and opportunities for employment in outside businesses are 
inv and varied. any section of the country you go to, ma 
chairman's home town there came out a cartoon in the paper last 
ek that showed two hands, one reachn rout to collect the taxes 
dthe other reach hg hack for the graft. 
We have got to hold onto the people We have, or we cannot fur etion,. 
wed with that kind of cartoon and that kind of publicity in every 


t\ of the United sstutes, ana then slap them thie face with eve r\ 
¢. that we do not think is possibly the psychologically wise thing 

do maht now, How anv of them do you think ure voiny out ana 

Ke Those jobs n those a rplane factories ana sav, *Phoo 61 then 


have donea eood job ma Ww int just tired of ben ry kicked mowuha, 
wenre not voing to be kicked around any more, rbd we are velting 
° 


of the Government service, and we will ro ovel ere to Where we 


re honest people al dl \V¢ york for Cor SO) dated \ reratt We Willi 


ike no chance o1 That kK nal of reaction. And that Sour sole ob pec 
te t. and that is the reason L feel that a directive from 1 s sub 
ttee will penn t byaot of | T¢ rwecomp! x] 1 ee ore 
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not give our people the idea that “this screwball up there in Washing 
ton is going to run us all nuts.” That is all we are asking you to do 

Mr. Kean. I understand it now. 

Commissioner Dun tap. And I cannot see what the objection is. 

Chairman Kine. I think Mr. Byrnes has voiced the concern and no! 
the objection as the sense of the subcommittee, Mr. Dunlap. Sony 
people are questioning why it has not been done, and others are ques 
tioning why we have to do it when it is agreed that perhaps it is th 
thing to do, and it brings about the thought that perhaps this sub 
commitee will have to remain in perpetuity here in order to police an: 
insist and further other directives we might have opinions on, and it 
does sort of clutter our schedule a little bit. 

It does pose the question: Is it the idea of some persons that thi 
subcommittee remain a permanent activity and constantly be forward 
ing to the Treasury or the Bureau its views, and will this be the last 
time that our views will be of such a nature that the Bureau or th: 
Treasury Department will insist that the subcommittee force it upon 
them? And it does pose for us some ticklish questions. 

Commissioner Duntar. Well, sir, we are not trying to put the sub 
committee in that position. We are merely trying in this particula: 
nstance to do what we think you would want us to do, and that is to 
look out for the best interests of the internal-revenue service so that 
we can keep functioning as you want us to function. 

You know, and your chairman knows, that he has been given acce 
to every file and anything he has asked for in the Bureau, and it ha 
been laid in front of him; and a lot of things he has not asked for hav: 
been laid in front of him, and we are operating with him and co 
operating with him 100 percent, that is on everything. But I do not 
think that vou or any other person in the Government service 
ind you are in the Government service just the same as T am—should 
object to a difference of opinion on mechanics of how a thing should 
be done when it is the considered opinion of the people who are dea! 
ing with these things that we would secure a better reaction by follow 
ng a different mechanical route. And that is all we are suggesting 

Chairman King. 1 think the subcommittee is willing and anxiou 
to cooperate in that connection, Mr. Commissioner, and it is the last 
thing that any member of this subcommittee wishes that their action 
shall cause demoralization and upset. However, on our own, we hav: 
seen fit to inquire a bit in connection with this questionnaire. Now, 
perhaps some have said “It is because you are a committee of Cor 
uress and you are not apt to extract frankness from people in th: 
Grovernment.” but in each instance where our counsel has made in 
quiry or where I—and I have seen fit to do it on two or three ocea 
stons—I have found a wholesome acquiescence on the part of Bureay 
officials to go right out, and the sooner the better, with this question 
naire. And I have stated the two factors that I believed are the onl) 
ones we have to give serious consideration to. Is it improper at al! 
to bring it up and keep it alive, the matter of the net worth or thi 
financial status of an employee? and, secondly, When to do it? 1: 
might be just as devastating a year hence, or 2 vears hence. Perhap 
we should consider an explanatory page or two that goes to the em 
ployee, and perhaps we can work out a method of tuning it to what 
facing the subcommittee and what is facing the public opinion of th 
country. 
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And, I will have to reiterate, on my own inquiry, and on the inquiry 
of our counsel, we have found nothing but agreement, plus this further 
fact: I have not wanted to bring this out, but I think now that per- 
haps it is appropriate, and I think it was covered a bit in the state- 
ment. Counsel has seen fit to sit down, I believe with four key per- 
sonnel. and it was not good news to hear these four respond to the 
question 

Commissioner Duntar. I beg your pardon ‘ 

Chairman Kine. It was not good news to the subcommittee to hear 
of the responses of the four persons we selected, or the counse! 
selected, to question on the net worth financial statement—it has been 
more than four, I am advised—-and the big percentage of, I will say, 
conduct on the part of these employees under questioning was bad, 
just plain bad. 

Commissioner DuUNLAr. You are talking about the ones interviewed 
n New York? 

Chairman Kine. They happened to be personnel in New York. 

Commissioner DunLar. I will say this, that the counsel for the 
-ubcommittee has given us that information, and we are taking the 
orrect ive action suggested by your counsel at this time. 

Chairman Kine. Are there any questions ? 

If there is no objection, the subcommittee will recess until 2 p.m 
this afternoon. You will return at that time, Mr. Commissioner. 

Commissioner Duntar. Yes, sir. 

Chairman Kino. The subcommittee is adjourned until 2 o'clock t] 
ifternoon. 

(Whereupon, at 12: 10 p.m. the hearin 
of the same day.) 





was adjourned until 2 pom 


Th 
AFTER RECESS 


STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF INTERNAL 
REVENUE, ACCOMPANIED BY THOMAS C. ATKESON, HEAD OF 
THE MANAGEMENT STAFF OF THE BUREAU; ERGAR E. HOPPE, 
DIRECTOR OF THE INSPECTION SERVICE OF THE BUREAU; AND 
CHARLES OLIPHANT, CHIEF COUNSEL FOR THE BUREAU OF 
INTERNAL REVENUE—Resumed 


Chairman King. Mr. Byrnes will inquire. 

Mr. Byrnes. Mr. Chairman, there are a few areas—I think a couple 
f them were partially developed this morning—on which I still have 
ome questions and would like to get a little more thorough under- 
standing of the situation. 

First, Is it true that the only examination or supervision in any 
regular manner of collectors is done by the supervisors from the 
Accounts and Collections Unit? 

Commissioner Dun Lar. As a regular practice, that has been the 
practice, unless something was brought to light which would oceasion 
using a special agent. 

One correction, there. Every so often the General Accounting Office 
ume into that, too. 

Mr. BYRNEs. Their activity, however, is more of an auditing 
ictivity ; is that correct / 

Commissioner DuNLAP. Yes; it is along the bank-examination lines, 
ut it is a broader examination 
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If vou would like me to. | would like to give you what the supe: 
visor of Accounts and Collections does when he checks those offices 
Would you like that ¢ 

Mr. Byrnes. In a brief way, in general categories, yes. 

Commissioner Duntarv. Before I] start that, though, IT would like t 
et the record corrected. It is going out over the w ires, and this to Me 
S important. The account of this morning going out over the wire 
sald we had assessed S13 million in this racketeer drive and had 
vddition thereto paid ST million in jeopardy assessments, which 
true. They stated that it cost 815 million to do it. That isn’t tru 
Phis cost for the drive up until next June 50 will be S15 million. A 
ivainst that, we have already collected 315 million, and there may | 
jeopardy assessments of an additional 87 million By that time, thie 

ike will be considerably more than the S15 million total cost 

Reading: 

Without ; anee noti te collectors’ off Iperviser ee examinatic 
iifforts are ma to eXamine each office at le: it 1 yeu The branch offi 
receiving cash are examined more frequentl) 

Cash and stamps are counted and values verified 
All cash is deposited and related documents pro 
Unpaid accou all assessment lists are che 


termine status 


nidentified and unclassified remittances are che 


pet to have such items cleared promptly 
tims for refund, credit, and abatement are 
ability 
iF All work charged to deputy collectors is checke 
erified with office records 
7. Inspection is made of safes, vaults, files, and desks 
SA ccounting records are inspected and verified 
a I] correspondence files, index files, return files, ti ‘ neue! 
ds of offers in compromise, proofs of claim, warrants 
classes neInding suret bonds of emplovees equipmie 
ersonnel actio cli . record 10 (list of taxpayers required by law 
blic inspection), ni tie registrants, special taxpayers, miscellaneous 
eipts (firearms licenses and items for deposit to appropriations), disbu 
nts and withholding tax accounts, are examined 
10. Personne appointinents, promotions, transters, reaussignments, ets 
eviewed Allocations in divisions and sections of office are examined If 
balanced conditions are fonnd, corrective action is instituted promptly 
11. Condition of work in every division of office is ascertained in det 


L\eTtion take is req red. to clear backlogs: level peaks mad valleys by pnerse 


shifts 
1 Oraennizautior wet s eXomined If collector coneurs, changes 


I 


made on the SpMot otherw Int’ res ommendat eri s submitte al lo sure I 
Washington 

3. Quality of management and supervisory personnel is appraised and ev 
ted 

14. Cases involving defaleation, irregular conduct, complaints from 
pavers, malfeasance, officiousness, incompetency, and insubordination are look: 
nto and reported to the Bureau at Washington 

mS. All procedural methods are observed to assure adherence to prescribe 
methods. Modifications needed to meet local conditions are made on spot, unt 
of major import in which event Bureau approval is requested 

16. Determines whether Bureau policies and procedures are followed 

17. Space needs and utilization are surveved Every effort is made to effe 
efficient lay-out in areas available with due regard for convenience of pub 


(s the Commissioner's representative, the following duties are 
formed, Reading: | 


Reviews and approves or re jects personnel setions 


a) Promotions of auditors to grades GS-7 and 8. 





h Promotion of any emplovee on whon adverse comment le ' 
iminhation report 
ec) All promotions of ore than one grade 
d) Establishment of ne position not covered in Personnel Class 
Misr } 
(e) Utilization of new position covered manual but previously unused 
establishment of additional teller positions in branch offices 
He SUPerviseal I ( irue eSOlives Uy problen s concerning i Ve eS 
rit ictions With « ector before transmitting them to Bureau 
Conducts speci nvestigations, as required, and rey ts to Commiss 
» Confers with other Governmental officials concerning Bureau policies dl 
itfers relating 1 ‘ ‘ rencies wit vl h the Bure s a ings Sov 
curity Administratio GS. A., etc., at loeal level) 
i. SeTves s direct Lisol vetween Washington head ' id 
% <A Ler Wi i. Ivise ( ene rs and their it personne 
d all matters pertain rt orgiul itio and i vement Makes re 
chiithe designed mluet effi ! I ‘ working 
necessil adetiils 
6. Resolve questiol eats rr ting to Bure 1} 3 \ 
Ine > TiTbe 
7. Outlines and dire tion of office systems, methods. and procedures 
eribed by Bureau Studies local operations, loo gt liprovement i 
dardizatior In cooper on with collector ntroduces ¢« or ede 
‘ | ontlic ‘\ Lure policies 
S. Recommends measures rr prever n ds dete defa t I 
be ement of publ meVS tH reets « elie Derrre , d depart 
nin reguiiut ons re til ereve 
. Oreanize Sper i vy TITIS re el ‘ } iL \ 
ects d technica nvestiz n 
iL iit cwWws ‘ ‘ Tole ( l < 1) } . 
Plects ther ‘ - ‘ 7 
lL. Approves adjust f erroneous ¢ rrect t d ‘ 
“ Revis eq I aa ‘ rire eq pre! l I ( mak 
rop ( nme 2) I spect thers 
iL , ‘ ‘ 


\ pretty wide spre Loft dut es those bovs have. 
Mr. Byrnes. Have all those duties been mposed uy a 
od of time. or are some of those new ? 


Commissioner DUNLAI No. that is standard ar has hee for 


V rave hee) hort! mid (i. 
\ir BYRNES. Whe ne Py tikes his report, where ton = that ro 
{ conin “One ] Lt NI | le fie’ \ccounts i? i 4 oOlectio} I ? t 


Nii BYRNES And froy There where / 
C OMNIS Te C1 1) NI Ps Well, c oo tron there to inv other 


reney, depending on what is inthe report. If it isa clear report, if it 


| olt: ! does} | ro nl vwhere 
Mir. Byrnes Well, what if there are suggestions Tor improvement, 
the CVibicisy Or tive sry Visory perso nel. ] t | ' Whar 


il] happen to it? 
(‘omm oner Duntar. Either the Deputy Commissioner concerned 
l take whatever action is deemed necessary or he will refer it on to 
‘yr authority , 

Mr. Byrnes. Does the collector involved receive a ‘opy of t] 


I's report 4 


le eXaMmM- 


Commissioner Dunrapr. Yes. 


Mr. BYRNPS. How <O0O] ifterward 7 
(‘on missioner Dr NI 1’ \s soon as is if .. ompyil i 
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Mr. Byrnes. As I recall, we ran into considerable evidence up i 
New York that it was a vear or two after the examiner's report that 
the collector would finally get a copy of that, so that he could tak 
corrective action himself. 

Commissioner Duntar. That was the system prior to, I would say 
3 years ago. But since that time, they have been furnished a copy 
I believe, as soon as it is compiled. 

Mr. Byrnes. Is it your belief that the Bureau has followed up o1 
these supervisory reports to the fullest extent possible / 

Commissioner Duntap. No, sir, as I said this morning, the Burea: 
will have to take its share of the blame. It did not follow up som: 
of those reports. 

Mr. Byrnes. It is your belief that this new set-up you have now wil 
follow that up more closely ¢ 

Commissioner Dunbar. Yes, sir. That is the purpose of it, to a 
sure that these things are followed up. 

Mr. Byrnes. During your testimony this morning, Mr. Commi 
sioner, you said that one of the troubles today is that the superviso 
did not have the authority to take on-the-spot action that he shou! 
have. Is it necessary to legislate him the authority that you believ: 
will be necessary, or can vou take that action administratively 4 

Commissioner Dunnap. T think that can be done administrativels 
It is being done administratively. I don’t think it requires ai 
legislation. 

Mr. Byrnes. You have. since you took over, vested these super 
visors with more authority to take on-the-spot action ¢ 

Commissioner Dunnap. Yes: we are strengthening that set-u) 
considerably. 


Mr. Byrnes. In his examination. as T understand it. he is not r 
sponsible for evaluating the individual personnel from the standpoi 
of their integrity or their outside activities or anything of that natur 


is that correct / 

Commissioner Dcunnar. He hasn't been up until now. He h 
merely given us the picture of his official performance of duties. B 
he will from now on give us the information vou mentioned. 

Mr. Byrnes. This morning we went into this question of the 
worth statements as a means of checking on personnel and their actis 
ties. I would like to go into that just a little bit further, particular 
because IT think that the committee, in taking action upon my moti: 
which is pending, should have some further information on the subje 

In the first place, it is my understanding that in checking or spot 
checking certain personne! in some of the areas considerable reluctat 
on the part of some emplovees developed as far as eiving the inves 
tigators of our staff information concerning their net worth. Pr 
ably, Mr. Chairman, it might be well for Mr. DeWind to g 
to the committee what they found in this spot check on this net wort 
factor at this point. 

Chairman Kine. I think that might be worth while. 

Mr. DeWiw~p. Well, Mr. Chairman. as the committee knows, the: 
reached the committee in the early part of its work enough inform 
tion, rumor and information and evidence, of a widespread feelir 
that there was corruption on the part of officials and emplovees of t! 
Jurean in various areas to justify real concern. At the direction 
the committee, the staff undertook some spot investigations whi 
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were, for the most part, conducted on the basis of going into the finan- 
‘ial affairs, net worth, of a selected group of employees. 

In the course of that work, the staff was met by several things. In 
some cases there was the refusal to disclose the information that was 
requested, in other cases the failure to provide net worth statements 
that were submitted, in some cases answers to questions regarding 
financial transactions and net worth that seemed to raise some very 
erious questions both as to whether the answers were complete and 
is to whether the alleged sources of income were in fact the sources of 
ncome that these emplovees had. There was enough in the selected 
rroup, a high enough percentage of failures to answer, and disturbing 
nswers, to lead the staff to feel that a further study should be made. 
That, as you know, was the background that led to taking up this net 
vorth questionnaire. 

Now, as far as the net worth questionnaire is concerned, it has been 
developed by the staff and by officials of the Bureau of Internal Reve 
ue. It is designed to pro\ idle periodic statements of net worth and 
exepnditures which would be useful in checking on any outside source 
f income, outside receipts, by Government employees. 

Our research and investigations with experts in the development 
of net worth material have led us to believe—and,. as you know, that 
is been conveyed to the committee—that a very potent source of 
investigative material is the net worth statements. It is not very 
easy, over a period of time, to pro\ ide cle cept ive net worth statements 

that cannot be detected. In past investigations of this sort of thing. 
net worth statements have proved a very potent source of checking. 

d I think that the experience we have had so far on failures of 

people to provide us with the net worth statements is evice ntlary of 
¢ effect that a net worth Statement can have upon people who have 
ything to conceal. 
Commissioner Duntar. May I ask a question, sir’ 
Chairman Kine. You may. 
Commissioner Duntar. Mr. DeWind said that he had encountered 
n some cases failure to provide the information he required. 
llow many cases, Mr. DeWind / 
Mr. DeWinp. I think at the present time out of the froup covered 
re are perhaps 15 percent that have not vet provided us with 


(‘ommissioner Dunuar. Yes: but I am talking about how many 
fused. 
Mr. DeWinp. Well, as I say, we have long since requested the infor 
ition. 


(‘ommissioner DuNLAP. I know, but how MANY of them told you they 

fused to furnish the information’ Come on, now. 

Mr. DeWinxp. Mr. Dunlap, this is a matter of some importance. 
We had one—— 

Commissioner Dun tap. One? 

Mr. DeWinp. No; that is not right. We had one person who re 

sed to talk with us, on the grounds of possible self-incrimination. 

t of this selected group. As I say, we have three or four, and the 
time has gone by a long time now, who have yet to provide us with 

worth statements. 
Commissioner Duntap. But who have just failed to do it. They 
en’t refused to. 
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Mr. By WIND. They were requested to do soa long tithe ago, aha 
havent heard from them. 

Commissioner DuNtar. But L mean there has been no refusal. 
me ask you another question. 

Chairman Kine. Mr. Commissioner, while we are getting into 1 
hair splitting phase here, just what constitutes a refusal ¢ 

Commissioner Dunbar. In that case, the man just flatly refuses 

Chairman Kine. Well, if a congressional committee requests 
Federal employee in good standing to furnish the committee with c 
tain information concerning himself as a Federal employee, and 
the end of several weeks he has not complied, it could be pretty w 
construed to be a refusal. In other words, he Is going to have to | 
exposed or threatened, now, before he will do it. He has not COOpe 
ated, at least. with the committee. It ism matter that would take 
hour's time of an expert man in the field. And these men were 
experts In exacting from taxpayers their net worth. and it should 
be difficult for them to give their own. 

Lhe duty that would require an hour has rone sevel | weeks 4 
has not been complied with. and I would sity they had refused to 
operate if thev have not refused Hatly to give their net worth. 

Commissioner Duntar. | will have to differ with your opimior 
that couple of hours business, because I will say for myself, that 
Mr. Kin vraonave me one of those questionnaires to till out, l would ! 
perfectly ippy to do it, but it would require checking my ba 
tatements back for a pel iod of 5 years. And you can't do that n 


Hours, 


Mr. Byrnes. Mr. DeWind, could T inquire, here: Have these pe 


ple who have not furnished the information you requested don: 
on the basis that time was an element, that they Just could not get 
material together? Or have they given vou any excuse ¢ 

Vir 1s WiINb No: there has been no eXciuse, and im some cease 
ndicntion has been oiven that we will not get them. Let me 
threat ow ome cases the answers have been more Interesting than 

inswer. Ina good many cases there have been revea 
illeged sources of rncome, that. to SUN the least, 
nfallible methods of betting on horses, very ore 
ind poker, which has produced a steady an 

Commissioner Duntar. Another question [ would like to ask M 
DeWind Wasn't that survey taken in one trouble area, wher 

now there is trouble and where we are taking every step poss 
to correct the situation’ Have you gone in, as I have suggested, 
any of our better oflices any where else in the United States and f 
lowed that experiment 4 Or are vou talking on your experience in j 
that one area / 

Mr. DeWinp. We are talking on our experience in a selected gro 

Commissioner Dunrnar. But in just that one area. 

Mr. DeWinp. Yes. The very reason why, as I] understand it, 
whole matter has been presented to the Bureau is that a comp 
survey is not within the ability of the staff of this committe 
conduet, and such a thing would have to be conducted by the Bury 
and policed by the Bureau. 

Commissioner DuNLApP. Well, vou are going right back to the stat 
ment [T made this morning, Mr. DeWind, that the Bureau is 100 pe 
cent willing to do that for you if vou will just tell us to. 
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Mr. Byrnes. May | preceed a little further on this, Mr. Chairman ¢ 
I appreciate the willingness of the Bureau and the Commiussione: 
proceed under direction of the committee. I would like to in- 
pure, though, as to w haat your Views would be, Mr. Ce Hiliissioner, Oo] 


i matter of requiring the tiling of net-worth statements by key 


ersonnel m the Pure mu oOna periodic basis to be used by the Bure iu 
’ ] 1 ad ] 
periodically having a heck on the financial operation of key 


ersonnhel. 


] } 
Commissioner Dunnar. If I understand your question right. you 


e asking n what | tl < about that as a system, reporting the 
‘rit us ! qui a emt tntemelts o 1 recurring i 
Mir. Byrnes. Ye 
Commissioner Dunt I think that unquestionab vould be 
very Va ible { LL 
Mr. Byrnes. Are derstand that the B nicl 
cl ble ! I t under consideratiol say \ 
{ onimitss er D . Ye ! 1 1 ! | Ter 
Wahting tod t Dart ular mi ent very pia 
Mr. Byrnes. It psvel worhen pect { 
derstand it. 
C‘ommiussioner DuNntar. Well, more than that To us iS} 
tv of being a rather acute problem, as I 
\ at could happe t morning 
Mr. Byrnes. We fe r I do: let 
! ite pro ‘ il T ( 
\ ! |) I \\ ! } \ 
rtod AT vr vyou to: - t 
Mr. Byrnes & Yon i ‘ 
rhit | ( ent ma 
ore { ec ? | , ; 
t ort nit! \ 5 \ t 
nm the qu i yo ‘ ‘ 
‘ ‘ rant , 1 real . | 
Conn oner DuNnAt I | \ fair amow of rt 
lan t o ‘ ed with the no-range ope ot 
concerned wit la iso concerned abo ‘ we a 
or ten pore i ~ | i } yriatd | i*¢ ( | lis ij rhe next 
mths 
| the manpower sittration. thre onipetitron s such that J ist Les 


uld be wiser to go the othe reroute 
Mr. Byrnes. Of course, there are always matters of difference, but 
ink the sooner the Amerient public has confidence that the ] 
Revenue Department itself Is operated on nm sound and cor 
ely clean basis. the more you can depend upon the voluntary retun 
of income-tax collections to do collecting rather than havine 


that aren. So IT think it isa dua 


yn tion which certainly has to be rol ed out. 


Of investigator ind personne] 


iar vou Know of nny pbetter wav to keep track of he | I (i Ss! 


tions than throug hel worth <tatements 
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Commissioner Duntar. You are talking about the income-tax fie! 
the problems we have in establishing net- worth cases ? 

Mr. Byrnes. No; I am talking “about the problem of establishi: 
whether a person has outside income, where he is getting it, whetly 
he is living beyond his means, detecting whether the ‘re is somethi 
shady in the operations of an individual, in his financial dealings. 

Commissioner Duntap. Well, I still think that a good thoroug 
examination of not a single income-tax return but a return over 
period of years will give youa much better picture than any questi: 
naire that you could ever devise. 

Mr. Byrnes. Well, why is it, then. that the Bureau has used, in 
income-tax fraud cases on racketeers, built up net-worth stateme: 

Commissioner Duntap. Because there was nothing from which \ 
could establish their income whatsoever. 

Mr. Byrnes. They filed income-tax returns, did they not ‘ 

Commissioner Dun tap. But they have no records, no salari 
nothing that you can go back and check on, not even bank accou 
So that all you can do is find out what he has got and try to estab! 
what he had when the period started. And in the cases where 
failed to secure convictions, it is where we cannot establish what 
had when he started. 

Mr. Byrnes. It would seem to me that none of that informat) 
would be furnished by an income-tax return; that you would get mu 
better information as far as knowing whether an individual is report 
ing all of his income through a net-worth statement than through | 
individual income-tax statement itself. 

Commissioner Duntap. I beg your pardon, sir. We only go tot 
net-worth method as a last resort when we can’t go any other rout: 
When there is nothing left to do, no other way to get it, then we res: 
to the net-worth statement, and only then. 

Mr. Byrnes. But that is the one that is effective, isn’t it? 

Commissioner Duniap. No, sir, not a hundred percent. [ wou 
say it is only effective in about 25 percent of our cases. 

Mr. Byrnes. Well, it is more effective than the income-tax retu 
Otherwise it would not be the last resort. 

Commissioner Duniap. No, sir. 

Mr. Byrnes. The income-tax return would be the last resort if 1 
was the case. 

Commissioner Dunnar. No, sir: by far the most effective is 
standard investigation of an income-tax return. We only resort 
the other because we are forced to. There is no other way to get 
Where we can find records of any kind, bank accounts, savings 
counts, purchase of Government bonds, dealings through a stockbrok 
anything like that, we had far rather go that route than go the! 
worth route in any income-tax investigation. 

Mr. Byrnes. It is the easiest way to do it? 

Commissioner Duntap. No, sir; it is the easiest thing to prove. 
can prove that, and you can’t prove the net-worth case. 

Mr. Byrnes. You mean to tell me that you cannot prove a fh 
easier on the basis of a net-worth statement than on an income-! 
statement ¢ 

Commissioner Dunnap. I refer you to the court records. <A 1 
gets in there and says: “These people say I am worth a hund: 
thousand dollars now and I was only worth a thousand when T start 
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[ submit to the court that I had $99,000 buried under the oak tree in 
the back yard.” And they make it stand up time after time. How 
ire you going to prove he didn’t have it? It is the weakest kind of 
ncome-tax case. 

We have been very fortunate in securing the convictions we have, but 
vou must bear in mind that we only presented the cases where we felt 
positive we could prove that the man had so much money to begin 
with. 

Mr. Byrnes. Well, you have to have a starting point. I under- 
stand that. You have to have a starting point, a net worth, to make 

any good. But in these particular cases you do have a net-worth 
starting point, because it is required today that with their applica 

on they file a net-worth statement, Now, if they filed a net-worth 
tatement in 1925, when they started working, and then in 1930 they 
how another net-worth statement— 

Commissioner Duntar. There is your weakness. They didn’t. 
That isa recent requirement. It started since 1940. 

Mr. Byrnes. All right. From now on in, then; take an employee 
tarting in 1940. He did file with the Bureau a net-worth statement. 
If he was required to file another one in 19-45, do vou not believe that 
you could determine more from the comparison of those two than you 

could from just his bare income-tax return / 

Commissioner Duntar. As a supplement to the examination of his 
ncome-tax return > ves. 

Mr. Byrnes. Do you not believe so? 

Commissioner Duniarv. As a supplemental aid in the true exami 

ition of his whole picture. 

Mr. Byrnes. As long as you have a starting point, and as long as 
lis net-worth statement has some effect in law so as to make the per- 
on subject to criminal penalties for a false net-worth statement, or 
or perjury, do you not believe that it has considerable importance in 
vecking the outside activities of an individual / 

Commissioner Duntar. Yes; but only, as I sav, would we want to 
ike that in coinjunction with the entire picture. I mean by that: 
ot.on that alone 

Mr. Byrn! S. Oh. you have got to find out all kinds ot thing about 
e fellow before that But the pont I am trving to make is that a 
et-worth statement, if you do have the starting pornt, is ¢ f con 
derable Hnportan e. 

(‘Commissioner Duniar. Don’t misunderstand. If we had net 

wth statements filed with income-tax returns all the way through, 
e would have had a lot simpler job, for instance, In connection with 

rackets than we have now. That is a foregone conclusion. 

Mr. Byrnes. That is right. It was my understanding that Mr. 
() iphant, and maybe your prede essor also, at one of the meet ings of 

e committee, suggested that it might be better to require from a 
rge group of taxpayers that in addition to their income-tax return 
ev file a net-worth statement. 

Commissioner Dun.apr. | believe that suggestion is under consider 

on somew here in the Congress now, 

Mr. Byrnes. It was suggested that the Bureau had that under con- 
leration. and that was suggested to this committee. If it would 

good for large groups of taxpayers, I am wondering why it would 
it, as a general policy, be a good thing as far as key personnel in the 
ry sensitive agencies, such as the Internal Revenue Burean / 
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Commissioner Dunnar. I submit to you, Mr. Byrnes, that even the 
President thinks that. He so asked the Congress the other day. 

Mr. Byrnes. He suggested that they show outside income, but }y 
did not suggest a net worth st itement. And does not the Bureau re 
quire that corporations today file annually what is, in effect, a net 
worth statement / 

Commissioner DuNLAP. Yes: balance sheets as part of their retu 

Mr. Byrnes. So that as far as that whole group of taxpayers is c 
cerned, it is required today 

Commissioner DuNLape. You will get no argument out of me 


admit they are a first-class we tpon. i admit that 
Mr. Byrnes. This mornin 


FVOoluU Sure sted. and | heleve Voor are 


rvesting it now, that a good area that vou hhiave ivailable th 
al hneome-takx returns of these (LIV ict W 
tod t\ file hy iIncome-tax retu 
“ Duntar. Normally 
Byrnes. He files it with himself 
oner Duniap. Yes 


Byrnes. Is heel 


’ 
Ss 1a) 


} 


oner DUNLAI olt. 
Byrnes. Have vou considered a policy which would requ 
of income-tax returns as far as collectors and key person 


] ] 
h themsel 


‘ 


erned ut some other pomnt t} an wit 
¢] Dy NLAI No. | havent. but it isa vood 
omething to nk about there. No. T hadw 


ves ‘ 


Deo t! if 


! 
Mh BYRNES It would seem to me that at least as fara 


ire oncerned., they mught he filed with the Commissioner 
Commissioner Duntar. Yes: that is true. 
Mr. Byrnes. And they would then know, in the first instance, t! 
their income-tax returns were going to be subject to so 
. rather than have it entirely within their own control. 
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Commissioner Dr NLAP. That is a vood point, Mr. sy rnes. 
frankly hadn’t thought about it. 

Ilowever, my offhand opinion would be that that would require 

me change in the statutes, because the law now says that any man 

ll file in the district in which he resides, and if he has no permanent 

sidenee he will file with the collector in Baltimore. 

Mr. Byrnes. Would vou have someone on your staff check into that 

determine whether legislation is necessary, and 
lat least for mv use 
er Duniar. You don’t want a staten 

Mr. Byrnes. No: not right now. 

Commissioner Duntar. We could tell you right quick, of 
hat it would require a section of the code to make that possible 

Mir. Byrnes. That is all. Mr. Chairman. 

Chairman King. I have one question, Mr. Commissioner. 

What is the procedure that would naturally follow with the income 

ix return of a collector who, say, has earned from $75,000 to $100,000 
na given year, so reflected in his return, that would channel the 
iuditing of that return to the agent rather than to the collector? 

(‘ommissioner Dr NLAP. The processes leading up to it 4 

Chairman Kina. Yes. 

(Commissioner DuNnLApe. How would it be done? 

Chairman Kina. Yes. 

Commissioner Duniar. In the segregation of returns within a col 
lector’s offices that is done by the amount of income. All returns 
ibove a certain Income are thrown in what we call agents’ blocks, and 
ill below that in collectors’ blocks. Teams from the service go in 
there and go through all of the returns in the agents’ category and 
select therefrom the returns which, in their opinion, require field 
investigations. 

Chairman King. By the amounts é 

Commissioner Dunwap. Well, not only by the amounts but by the 
type of business and the make-up and everything else in the returns. 
It is done by a team of highly experienced internal revenue agents 
who go into each collector's oflice and select those returns. 

You must bear in mind that they can only select the number of 
returns that they will be able to audit during the coming year. So 
they pick out the ones that look like they need auditing the worst. 

Now, in addition to that, there are certain types of returns which 
they must audit, above a certain income, so that their work load is 
largely determined by their “must” work. In other words, they have 
fo audit all corporations over a certain size. They have to have so 
any claims to pass upon, and all that kind of business. That cuts 
lown the work they can do to where, in my particular office, it was 
5,000 returns that I could select to audit a year. 

Of all the vast number filed, 15.000 was all we could select. So we 
elected those, which, right on the face of them, looked like they 
should be examined more closely. Sometimes that was done by spe- 
ializing for 1 year on a certain line of business, or some other guide 
uch as that. 

Now, in that process, of course, they examine the collector's return. 
\nd if it appears that it needs a field examination, it is pulled out for 
eXamination. 
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Chairman King. What would be necessary or what would have 
occur, or What may have occurred, that a collector’s return amountin, 
to seventy-odd thousand dollars for a year—— 

Commissioner Dun tap. It would have been misclassified and throw 
into the wrong block to begin with, in that procedure. That could | 
done either inadvertently, or it could be done deliberately. 

Chairman King. Would it be more apt to be deliberate than 
advertent, in your opinion / 

Commissioner Duntarv. Yes, however, | will say that very, 
often, in the tremendous volume of work that hits around during 
month of March, they are thrown into wrong stacks. That is corre: 
And if it is not discovered in the listing process or somewhere it pro 
ably would remain there. But in the case of a return that size 
collector’s block, I would say it was more than inadvertent. 

Chairman Kine. Without objection, LT would ask the subeoninitt 
counsel to inquire of the Conumissioner. 

Mr. DeWinvp. Mr. Dunlap, in connection with the net worth qu 
tionnaire, as you know, the group that was questioned by the 
mittee on the subject of financial affairs and net worth was a) 
tively limited group. I do not care to vO into the size of it. You 
fully informed on what the group was. And is it not also true t 
the percentage of cases that was found in that group, that the Bures 
felt and we felt should be put under investigation, was relatively hig 
high enough to be perhaps quite disturbing‘ Would that be an 2» 
curate statement’ Would it not be an accurate statement that 
yroup Was high enough to be disturbing / 

Commissioner Duntar. Yes. 

Mr. DeWinp. So that in addition to refusal to testify and fail 
to provide net worth statements, the number of cases where the answi 
seemed to be less than satisfactory, was high enough where it seen 
to us, and I think to the Department, to be a subject of some conc 

Is it your impression, Mr. Commiussioner, that that was in an a 
that has hada worse record than any other area of the Bureau? 

Commissioner DuNLAP. It would be; yes. 

Mr. DeWinp. Has the record of \ idlations in the area covered be: 
worse than in other areas? 

Commissioner DuNLap. I would say it was far worse. 

Mr. DeWinxp. That was not my impression in the particular ar 
cele tec here. 

Commissioner Duntar. Maybe we are using the word “area,” 
« different sense, Mr. Counsel. You are talking about a samp! 
aurea, and | ain talking about il geographical one, 

Mr. DeWILnp. I mean in terms of the oflice or offices involved, \ 
the record any worse in terms of the results in that office than in ot! 
parts of the country ¢ 

Commissioner Duntar. Yes. And I am talking about the atm 
phere and what has been going on in that whole general area, the wl» 
area as such, regardless of the individual oflices within it. 

Mr. DeWinp. Well, I simply wanted to ask, because it was my 
pression that in the light of the record there were other oflices in 
parts of the country with comparable records of charges and invest 
tions. 

Commissioner DunLar. Not of the nature that you are talking aly 


there, Mr. DeWind. 
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3le 
Mr. DeWinp. Now, in connection with the net-worth type of in- 


vestigation, is it not true that a net worth study which begins with 
i fixed starting point is perhaps the most effective method of invest: 
vation that you can have ¢ 

The trouble is always the lack of a starting point, and one thing 
he net worth questionnaire would do would be to proy ide thirt vers 
tarting point. 

Commissioner DuNtar. As a corroborative thing; yes. 
Mr. DeWinp. In addition, of course, to Income-tax data, a net worth 
juestionnaire would show receipts of gifts and inheritances and pas 

ents which would not go into taxable incomes and had not appeared 
it all in the return. And is not the first thing that is done in th 
personnel investigation to get net worth statements / 

Commissioner DuNniap. The first thing? 


Mr. DeWInb. Yes. 


The basic action that is taken when personne! 
e put under investigation is to get net worth statements ¢ 
Commissioner Duntar. No. No, TI wouldn’t say that, Mr. DeWind 
Che first thing and the most basic thing is to get the man’s complete 
employment and educational history. And then, of course, we inte: 
ew and verify his statements all the way down the line and get the 
opinion of all of his former employers, his record of employment with 
hem, what they think about him, and all of that. Somewhere during 
that process he is given his form and told to fill it out. And the very 
instructions that go with that state it is not to be taken too seriously: 
hat it is merely an indication to help them arrive at their conclusions 


t 


as to whether he is suitable or not. 


It isalmost tothat effect. That ay 
pears in the instructions to the agents 

Mr. DeWinp. Perhaps we should put it this way. Is not the stand- 
il practice in the personnel investigation of an emplovec who has 


wen working for some years that his net worth is investigate: 
asked to fill out net 


| ana he 
net worth statements / 
Commissioner Dun Lar. Say that over again. 
Mr. DeWinp. Is it not standard procedure to get het wort 
ents from employees that are under investigation / 
Commissioner Dunuar. I don’t know that I understand what you 
estion was, but I think you mean that every time we investigate a) 
iployee whom we have reason to think should be investigated v« 
nt to know if we demand a net worth statement. 


‘ir. DeWinxp. Well, is it a standard procedure to get a net worth 
tatement ¢ 
Commissioner DuNLAP. Not necessarily. 


Most times, when we are 
estigating an employee like that, we don't even want him to know 


are investigating him, until we get down to the final matters. 
Mr. DeWinp. I assume that when the employee first learns of the 
vestigation one of the standard procedures and one of the first things 
s asked to do is to proy ide net worth statements to be used in cor 
tion with the investigation. 
ommissioner Duntar. That depends altogether on what he is being 
vestigated for. 
Mir. DeWinxv. Tam assuming an investigation to determine whether 
ad received Hioney he should hot have received. 
Commissioner DuNiar. It is a weapon that is used, but T wouldn't 
t is standard practice, because T don't think there is a standard 
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practice, Kver V one of those CUSeS has to be developed according 


the peculiarities existing in that particular case. 

Mr. DeWrnxp. Now, in the development of this particular net wo) 
statement we are talking about here, it is my understanding that 1 
net worth statement represents agreement in the form of the qu 
tionnaire between the Bureau of Internal Revenue people, who 
expert on that, and our own staff. It has been developed jointly 
represents Col iplete agreement Ww th the Bureau on the form of q 


tionnaire 

(C‘ommiussioner DUNLAP. Yes: | think that last questionnaire 
has been developed is a very eflicient, fair, questionnaire. 

Mr. DeWinp. Now, it was my impression that field officials of + 
Bureau who consulted with us, yourself and myself and other peo; 
indicated that this sort of program would, in their opinion, be be: 
ficial. That was the impression I got at the conference when the w! 
thing was fully and frankly discussed, And that had some import 
to me, and that was transmitted to the conmunittee, that field oth 
of the Bureau had expressed approval of this program. If | 
mistaken in that. then I misunderstood the burden of their remarks 

Commissioner Duntap. As I said this morning. Mr. DeWind, 
remember, when we started the meeting, in the statements that wi 
made those people that were considering the questionnaire and wl 
should and should not go into it, were working under the assumpti 
that it was a foregone conclusion that it would be done. They we: 
perturbed about the thing for the reasons that I have brought out ¢) 
mornmye. 

Mr. DeWinp. | wish to make that clear, Mr. Chairman, becaus 
those fears were not expressed in these conferences. 

Commissioner DuNnvLar. You are absolutely right. And, as I 
it was beeause of the fact that we took it for granted that it wo 
have gone right down the line and it would be done at the requ 
of this committee. So that was not a part of the agenda, if vou wa 
to call it that. 

Mr. DeWinp. Well, could I get one other thing clear, whic! 
think might clarify the situation for the committee ¢ 

In connection with the net worth questionnaire, if that should 
submitted to all of the so-called front-line personnel of the Buri 
that is, people dealing with the public, it would present a very lary 
return that would have to be screened administratively and used, 
as indicated one of the principal values would result from a perio 
repetition of that, both as emphasis to the employee of interest 1 
financial affairs and as providing a real check on sources of income 
other receipts. 

In the statement that this would be done at the request of the « 
mittee, you did not mean to imply that it would be up to the commit 
to evaluate and use those quest ionnaires ¢ 

Commissioner DUNLAP. No, sir; I did not. We will do every bit 
the work with you. 

Mr. DeWinp. That is, the Department is willing to accomplis! 
as a personnel procedure to be administered by the Department if 
seemed advisable to this committee that the Department should do 

Commissioner Duntap. Check. But I want to make this statemen! 
And I have worked in an awful lot of field cases. 
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Some of my former clients had free board at Uncle Sam’s expense 
for many years. And that is the last thing I did. In fact, in most 
of those cases we never asked them for any net worth statement at all. 
We would rather not have it. 

Chairman King. You had the goods on them, anyway. 

Commissioner Dun Lap. Sir? 

Chairman Kine. Perhaps you had the goods on them and did not 
need it. 

Commissioner Dun! AP. No: sole of those were pretty rugged cases, 
Mr. King. 

Chairman Kine. While we are on this, 1 wanted to get something 
off my mind. 

When you said, I believe, this morning, that these are smart and 
experienced men, or something to that effect, in the Bureau, and they 
could so falsify or fill in this questionnaire that it would not serve its 
purpose : I cannot conceive of a smart and trained operator in the 
service of the Revenue Bureau being so stupid in another connec- 
tion that he would lay himself open for years to come to felony 
charges by signing or filling in a false net worth statement. 

Ll am advised that there would be two or three very serious charges 
involved in filling that out, whereas with the average return, includ- 
ing that of an employee of the Government, very often if the taxpayer 
finds out that he is in trouble, or feels that he can soon be in trouble 
with his tax return, he can come in voluntarily and straighten things 
out. Do you not feel, Mr. Commissioner, that a man would have to be 
not smart but very stupid in the Bureau to sit down and deliberately 
falsify a rather complicated net worth statement ¢ 

Commissioner Duntar. Mr. King, the stupidity would go back to 
whenever he did whatever he did that was wrong. And many might 
be stupid enough to keep on trying to cover it up. That is what I 
mean. In other words, if he had done something wrong, 1 imagine 
that he would tell another lie to keep on down the line trying to cover 
itup. That is the point I was making. 

Chairman King. [think you are right, there. But it would present 
the average experienced man with considerable food for thought. I 
know you do, and I think it is well for the committee to bear in 
mind, that the men and women that we are speaking of in connection 
with having presented to them a net worth financial statement are 
persons whose competency in accountancy and bookkeeping and the 
law and the regulations are far above the average businessman’s, let 
lone the average taxpayer. Other than a lawyer, 1 would say they are 
iuore equipped than anyone to recognize the seriousness. 

They have been present as witnesses and have been instruments of 
sending people to jail for the very thing that they are now confronted 
with in their own behalf or connection. 

And I somehow feel that it will be a reckless man indeed who will 
deliberately falsify that statement, particularly with his exnerience, 
through however many years in the Bureau. I do not say it will clear 
the situation. It is much the same with old-time policemen that 
get in trouble. Most of their lives have been spent as eve witnesses 
to the situation of other unfortunates in trouble. and yet they will 
weaken and go wayward themselves. But to avoid an undue sym 
pathy being extended to these persons—and Wwe are sympathetic, of 

ourse, in a general way—they are among the citizens more fully 


1550 52 pt. 1 21 
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aware not only of the importance of the revenue but the importan 
of their position. They sit by in their official duties observing tx 
payers get rather rough treatment when they get out of line. A) 
[ have not felt—and I want to be corrected if Lam wrong in so fe« 
ing—that they are to be obliged to do anything other than what th 
in turn are obliging other people to do on necessary occasions, why 
there is doubt about a taxpayer's return. 

In this case there will be doubt about this employee's conduct 

Commissioner DuNLar. You put your finger on it. That is what 
worrving us. Weare not in doubt about the conduct of about 57.0) 
of our people. We are not in doubt. We are in doubt about the « 
duct of a mere handful of people compared with thate57,000. 

We do not ask the average taxpaver whose return we are audit 
to fill out a net worth statement. That is very, very seldom d 
Most of them are routine examinations of an honest taxpayer's lh 
est books. 

Chairman Kine. But your questioning of the taxpayer compa 
well with the type of questions that are incorporated in our net wor 
statement; is that not true / 

Commissioner Duntar. No, sir. Those are questions that concer 
his income-tax return. In other words, we never ask any taxpay: 
unless it Is a criminal case and we have to ask him certain thing 
“How much did vou spend for groceries last year? How much dl 
vou spend to send your kids to school ¢ How much did you spend ‘ 
vour wife’s clothes?’ How much did you pay for insurance 
miums’ How much did you pay for this, that, and the other? Thos 
questions are never asked any taxpayer unless it is a criminal inv 
tigation. They are never asked. You merely verify what they sh 
on returns from their own records and from their own bank account 
with them sitting there helping. 

Chairman Kine. What if he is in trouble? What if he is under 
suspicion ¢ 

Commissioner Duntar. When he is under suspicion, we throw t! 
book. We follow every route open to us to get the true answer. T! 
is what Tsay. That is the reason that we are examining these incon 
tax returns. If we find one of them that looks the least bit off-colo: 
the same thing would prevail there as prevails in the case of any oth 


taxpayer, just exactly. 

I think possibly we are arguing about something that 1s incon: 
quential insofar as both of us are concerned. We both want the sa 
thing. I want the finest and cleanest internal-revenue service it 
possible to build. That is what vou went. All we are talking abo 
is the best way to arrive at it. We both agree that these things » 
serve a valuable purpose. The only thing that we are in doubt abr 
isthe method of putting it into operation. 

I don’t think that those things would be of value as compared to t! 
examination of the income-tax returns, except in the very, very ex 


ceptional case, where you have somebody that has gone sour. T adn 
that in those cases they would be an invaluable weapon. But, tn th 
average run of cases, where the poor devil is working on a salary o! 
$3,100 a year, has a wife and two kids, and is living from hand t 
mouth and spending every dime he gets just to keep existence going 
it would be a little routine case that this wouldn’t enter into at a! 
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not at all. And you have put your finger, Mr. Chairman, right on 
the thing that has worried me all the time, when you suggest, as to 
what I consider 57,000 of the finest people in the world, that you are 
being made to do something or asked to do something that no other 
Government employee and no other civilian in the United States is 
having to do. 

Chairman Kine. Why, then, do you put them to this questionnaire 
on net worth and financial status when they are acceptedé When 
they are accepted for employment, why is one of the requisites of the 
Treasury Department a full and complete financial net worth state- 
ment? Other departments do not require it. Go into the Forest 
Service or the Post Office Departme nt, and you do not get that sort of 
“t questionnaire presented to you prior to your emp loyment or as a 
condition of your application to being favorably accepted. 

I think that by the very nature of what the Department has in- 
stituted itself they admit that they have a different form of employ 
ment than have other Federal agencies. I think they have indicated 
that by establishing that net worth financial statement as a requisite 
for favorable receipt of an application for employment. 

Commissioner DunLar. I think that you misunderstand that state- 
ment, Mr. Chairman. It is not a requisite. It 1s merely a piece of 
information that the ‘vy are asked to furnish, and the agents who are 
instructed to request it from them are instructed not to insist on it 
or put too great value to it. 

Chairman Kine. You say it is not a requisite / 

Commissioner Duntap. No, sir. 

Chairman Kine. If | apphed as an ordinary citizen tomorrow for 
enployment with the Treasury Department and declined to sign that 
net worth statement that was presented to me, | would stand a chance 
of being favorably considered for a position ¢ 

(Commissioner DUNLAP. Yes: but you know whiat would h tppen. 

Chairman Kine. I would not get the job? 

Commissioner Duniar. No, sir, That is not true. You would 
merely be subjected to a little closer preemployment examination. Wy 
would just go into your affairs a little more closely. 

Mr. DeWrxp. Mr. Chairman, there is available to be put in this 
ecord at this point f you would like to have it the Special Agent: 
Manual questionnaire for applicants for employment with the Bur 

f Internal Revenue. 

” Guede King. Without objection, it will go in the record. 

The material referred to has been placed in the committee files.) 

Mr. Kean. Mr. Chairman, may I ask one question ¢ 

Mr. Commissioner, do vou not think the fact that the employee would 
know that he would have to file such a questionnaire every few vears 
would be a detriment toward wrongdoing ? 

Commissioner Dun tar. I think you can say that that is a correct 
surmise, sir. 

I want to repeat that the Bureau has no objection. It is a plan we 
have had under consideration for some time. We do not object. to it 
except at this time, for psychological and employment reasons that I 
xplained. We are anxious and glad to do it. We will do it and give 
100 percent cooperation. All we want is to have a directive from you 
telling us to do it, to stop this kind of thing. 
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Chairman Kine. We will stipulate that you are in complete agre: 
ment that this thing should be done, should have been done, but there 
is a question of when and how to do it. 

Commissioner Duntap. That is right. 

Chairman Kine. There will be no doubt. The record will sho. 
that we started into this phase on July 31, and we are still floundering 
about with it. 

Commissioner Duntar. Then let the record also show, Mr. Chair 
man, that I passed that same information along to your counsel no 
less than six or seven times in the intervening time. 

Chairman Kine. That is right, but no less than two or three times 
we find that there are frowns in the offices superior to your own 
connection with the matter. <A little better than frowns—a declara- 
tion that they do not like it. 

Commissioner DunLAr. But that same message that was conveyed 
down came from those higher offices. In other words, they were agree 
able that it be done if it was instructed by this body, for the sanw 
reasons. 

Chairman Kina. Well, Mr. Commissioner, it is a little disagreeable 
for a committee to find itself in the position, and if we are wrong we 
would like to be advised, of obliging perhaps the most important 
department of the Government to resort to a practice that we have 
reason to believe the heads of that department look on with— 
“revulsion” is not the word, but I have heard enough comment to 
feel that it is not completely out of place. We want to resolve the 
differences. We do not want to be in the position of forcing a depar' 
ment to depart from what they consider a proper relationship with 
their employees. And I am sure you realize that we are put in a 
difficult, an extremely difficult position, if that is to be the position: 
that it will be done only if the committee obliges the Treasury Depart- 
ment to have it done. 

I think that we are putting you ina disagreeable position. I believ: 
that the Secretary should take over this part of the problem. 

Commissioner Dunbar. I think if you will check back on the mi 
utes on that meeting, sir, you will find that I got off an airplane 
minutes before and I did not open my mouth during the entire 
proceedings. 

Chairman Kine. But I do want the record to show that as of July 
31 there seemed to be complete agreement. I believe that the Seer 
tary, in referring to you, said: “Here is the new man. He is a pea 
He will work with you. Get it done.” 

Now, in the meantime. we have every reason to believe that you 
have maintained your position of being in agreement with it. B 
during that same time we have better than good reasons to believe that 
it is going to be done the hard way if we do it. That is the reason, 
I feel, that no one less than the Secretary can clear the confusion awa) 

Mr. Kean, you moved for your question at a time when I felt I was 
clearing the record to have put in the record the complete net worth o1 
financial questionnaire required in the Special Agents Handbook for 
Prospective Employees of the Treasury Department. I am not sur 
whether the record was cleared. 

Without objection, that complete questionnaire will be made a part 
of the record at this point. 
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(The questionnaire referred to is as follows:) 
INVESTIGATION OF APPLICANTS FOR POSITIONS IN THE TREASURY DEPARTMENT 
MEMORANDUM OF INTERVIEW WITH APPLICANT FOR APPOINTMENT 


Case No. Date of interview Where held 
Name 

(Spell all names in full) 
Any other names used at any time 
Residence . Telephone 
Former residence address 
Position applied for 


Date of birth lace 

Naturalized Date Place r 

Date of entry to United States Port Vesse 
Read 

Languages ¢ Write 


Converse 


Single Married Widower Widow Divorced 
If married, date 
Place kormer names of wife ated 
Live with spouse Spouse employed By whom 
Separated When Cause - 
Divorces Wher Where = 
Cause i tetas Piaintiff lk Courts 
Settlement Attorneys for each litigant 
Present name and address of divorced spouse 
Children Names Aves 
Who has custody or support of children 
parents separated or cls ced - 
FAMILY HISTORY 
Father's name —- Occupation —- Deceased 
Mother’s maiden name Occupation -..... Deceaset 
Residence " - ‘ - 
Are they dependent on applicant? . Extent 
Other dependents esianaate ; 
Brothers Sane Residence Marital status 
Sisters i Residence ....... Marital status 
RELATIVES IN UNITED STATES GOVERNMENT SERVICI 
Name P E Residence 


Relationship —- Marital status 
Position : — i “a 
Whether domiciled with applicant ee maa 


PHYSICAL CONDITION 


Height . Weight _. Color of hair . Color of eyes 
Hearing ___ Sight " ‘ Scars or marks 

Other physical defects or peculiarities _..__- -+--.----~------------- 
Recent serious illnesses ponnaie . _ 

Chronic ailments — - - 

Personal physician - . - - - 

Present state of health 
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EDUCATION 


Elementary school : Location én 
Dates attended Years completed 
Graduated . ae 
High school .~ Location ‘ 
Dates attended ‘ ‘ . Years completed —- 
Graduated SES stitial 
College or university - - . Location 
Dates attended , : Years completed 
Graduated ____--- Degree received 
Date . Type of course 
Other schools attended. ai as 
Location - a — oo ; Courses “— atin 
Dates attende d ad Lenth of course _..... Completed 
Correspondence courses —- ‘4 oon 
Do you feel that you have any special qu: ilific: ations for the position sought ? 


MILITARY SERVICE 


Army, Navy, Marines: 
Date enlisted Date discharged 
Organization ; : . Rank 
Character of discharge — 
Any service-connected injuries ‘i 
Do you receive compensation from the Vete ‘rans’ Administration? 


PREVIOUS EMPLOYMENT 


From first employment after completion of school work to last or pres: 
employment * 


Salary ear 
Immediate | Re 
superior 
Beginning 


During above years, did applicant engage in any other part-time em 
ment? . - aa , ‘ 4 

Employer .. Position aoe oii Salary. 

Has applicant ever been ‘dise hi irged or asked to resign ‘for any reason fror 
position % men peaeaw= . —_— — 

Has —_ ant pre viously applied for a Fede ral Government position ? 

Has applicant ever taken a Federal civil-service examination ?_~--~- 

Dele _. Title of examination 

Piace of examination Rating obt: Lined 2 

Was offer of appointment m: ide? 


FINANCIAL STATUS 


(Have applicant complete and swear to financial statement) 
Money 
Name of bank = Address —- ee se 
Names of any other depositaries (postal savings, building and loan, br 


etc.) = > amma een 


(Commercial account 

iSavings account ‘ 
Present balance ‘Safety deposit box 

| Building and loan 

\Other aecounts 
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Real estate 


\ | 
Present-encum 
Description Loeation Price paid branee rigage 
Date I held by- 
Estimated market value : 
ienant Re nt received “ 
Is applicant a tenant? Rent paid 


Services included in rental 


{utomobile 

Make Year Where purchased Date 

Cost Balance due Monthly payment 7 
Estimated market value : a 
(ither assets 

Furniture 

Jewelry 

Chattels 

Other personal effects 

Notes, mortgaves, unsecured 
Amount of each Name and address of debtor 


lonns re eivab 


] nsurance 


Stockbrokers with whom applicant has had any business transactions : 


Names Location - 
Does applicant’s husband or wife have any of the above-listed assets or other 
r names - — 


issets in his. her. or any othe 


Explain in full . == 
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Present outstanding obligations (current, notes and mortgages payable. othe: 


debts) : 


Ilas applicant ever been involved in civil litigation? 

Was the applicant the defendant or plaintiff? 

Name and address of other party to litigation: 
Date Court Location 
Cause of suit _ nae De 
Result (settlement or judgment) 
Amount —_ 
Judgements outstanding = —— 

Has applicant filed Federal income-tax returns? 
Years filed lates filed 
Where filed . Tax paid 


Date satisfied in full 


MISCELLANEOUS 


Has applicant ever been arrested or summoned into court for a violation of 
law or ordinance? csinnnemnsstncatehipieiasadibladipligaiietiaimiaindaiandadpiaita 
Nature of violation — _. Location ; 
By whom arrested (Federal, State, municipal authorities) 
Convicted - Fined —- aiid Imprisoned 
Placed on probation : —— Sl 
Court and location of it : a " 
Details sechiniiemsiniie ~ 


Does applicant use intoxicating liquor? To what extent? —- 
Narcotics? athe . To what extent? = 


Re fe rences 
Nemes and addresses of four persons, not former employees or relatives, w 
have known the applicant in his or her community for a period of years 


Name Address 


Is applicant now employed by, or an officer in any political organizati 

Is applicant a stockholder or interested in the manufacture of intoxic 
liquor or tobacco? - ‘ : : aciieindiaenl iiieneania ee 

Is applicant enrolled to practice before the Treasury Department as an age! 
or attorney? a “ eiedneal ane <F 

Are applicant's statements as given in his application the same as stated 
the interview ? 7 : EE ee aN le Rm 

Explanation of any discrepancies: .-.......-.._-________ 


Are there any questions in the application unanswered? _- 

Why? ; ‘ . —_ iieceaeds 

Inform applicant that the veracity of all material statements made by } 
will be investigated and ask him if he wishes to make any changes it 
statements . — - _ ee wepenend — 


Are there any embarrassing incidents in the applicant's life which may b« 
covered in subsequent investigation, whether applicant is directly involv 
or noi, that the applicant has not related, and which might require explanat 
Complete information should be given during the original interview 
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CONCLUSIONS AS TO FITNESS FOR POSITION SOUGHT PASED ON OBSERVATION OF 
APPLICANT DURING INTERVIEW 


Physique Carriage Dress ‘ ; hie 
General neatness Command of English language ee 


Coordination of thought and speech ae a 


Aggressiveness and interest 


Initiative Resourcefulness i 
Perception Comprehension ; Judgment —..-.-- -_ 
Cooperativeness remperament Manner 


Force of character - 7 " wercemaaes 
Opinion of mental and physical fitness ; _ acncindieln — 


Financial statement of applicant 


I , applicant for the position of 
, submit the following statement of my 
assets and liabilities 


ASSETS 


Cash 
On hand : s eee 
In bank: 
Checking account 5 tad 
Savings account 
Safe-deposit box 
Real estate (estimated market valne) 
Automobiles (estimated market value) - ‘ 
Personal effects (jewelry, furniture, ete.) 
Notes receivable 7 7 
Mortgages receivable x a 
Insurance (present cash value 
Stocks and bonds (present market value) 
Other nssets . 
Potal assets 
LIARILITIES 
Current obligations 
Notes payable 
Mortgages payable 
Cither debts judgmet ens, ete 
Potal liabilities 
Differen et 
I hereby certify that the above financial state- 
is a complete and he gecount of my assets and my liabilities; that my 
pproXimaie net worth leat s 8 and that the assets 
d liabilities of my husband (wife) are (are not) ineluded therein 
Signature o DI ) 
Subseribed and swort belore me this day of —_ ais 
ly) . at , 


Special Agent, 


Chairman King. Now, then, are there any further questions? If 
ot, Mr. Commissioner, you are excused. 

Commiussione Ty NLAP. | would like to thank vou, sir, for the cour- 
tesy With which vou received me this morning, and to assure you that 
inything this committee wants, any of our files or anything else along 
those lines, will continue to be open to you at any and all times and 
all places. , 

Chairman Kine, The committee appreciates your cooperation and 
the information you have given. 
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The committee will be in 5-minute recess. 

(Short recess. ) 

Chairman Kine. Mr. James Finnegan ? 

Will you come forward, Mr. Finnegan, and be sworn ? 

Will you raise your right hand? Do you solemnly swear that th 
testimony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Finnegan. I do. 

Chairman Kine. You may be seated, Mr. Finnegan. 

You have been requested by the committee to be present today, Mr 
Finnegan, for the reason that the committee is to inquire into th: 
conduct of your office while you were collector of internal revenni 
in St. Louis. We are to have witnesses in your presence testify. 

Do you accept that condition ¢ 

Mr. FINNEGAN. They are going to test ify in mv presence ¢ 

Chaiman Kine. Yes. 

Mr. Finnecan. Yes, sir. 

Chairman Kine. Very well. 

Mr. Counsel, you may proceed. 

Mr. DeWixp. Mr. Chairman, I would like to call Mr. Louis Ligibel. 

Chairman Kine. Mr. Ligibel, will you come forward, please? Will 
you give your full name to the reporter ? 

Mr. Lieipev. Louis R. Ligibel. 

Chairman Kine. And your position, Mr. Ligibel ? 

Mr. Lictset. Deputy collector in the collector of internal revenue’s 
office, St. Louis. 

Chairman Kine. Raise your right hand. 

Do you solemnly swear that the te stimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help 3 you 
God ? 

Mr. Lacinex. I do. 

Chairman Kine. Be seated, Mr. Ligibel. 

Mr. DeWinp. Mr. Chairman, will you call Mr. Henry Rathert. 

Chairman Kine. Mr. Rathert, would you identify yourself for the 
record to the reporter, please / 

Mr. Raruerr. My name is Henry E. Rathert. 

Chairman Kine. Your position, Mr. Rathert ? 

Mr. Raruerr. Special agent, Intelligence Unit, Bureau of Interna 
Revenue, in St. Louis. 

Chairman Kine. Will you raise your right hand, Mr. Rathert / 

Do you solemnly swear that the testimony you are about to give wi 
be the truth, the whole truth, and nothing but the truth, so help y 
God ¢ 

Mr. Raruerr. I do. 

Chairman Kine. Be seated. Make yourself comfortable. 


TESTIMONY OF JAMES P. FINNEGAN, FORMERLY COLLECTOR OF 
INTERNAL REVENUE, ST. LOUIS, MO.; LOUIS R. LIGIBEL, DEPUTY 
COLLECTOR; AND HENRY E. RATHERT, SPECIAL AGENT, ST 


LOUIS, MO. 


Mr. DeWinpv. Mr. Finnegan, you were formerly collector of interna 
revenue in St. Louis? 

Mr. Finnecan. That is right; in 1944. 

Mr. DeWinp. When were you appointed collector ? 
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Mr. Finnecan. The ist day of April, I think, 1944. 

Mr. DeWinpv. And when did you stop being collector in St. Louis? 

Mr. FinneGan. Around the 15th of April 1951. The 13th, Mth, or 
15th, I would say. 

Mr. DeWInpb. So you were collector from 1944 to 19514 

Mr. Fruxnecan. I had 7 years being collector. 

Mr. DeWinp. Mr. Ligibel, you have said you are a deputy collector. 
Where were you stationed ? 

Mr. Lietsex. In St. Louis, Mo. 

Mr. DeWivp. During the years 1948 and 1949, were you a deputy 
collector in St. Louis? 

Mr. Licrev. I was Assistant Division Chief in St. Louis. 

Mr. DeWrnp. Assistant Division Chief of what Division, Mr. Ligi- 
bel ? 

Mr. Ligiwet. Downtown squad 1. That is the downtown district in 
St. Louis, squad 1. 

Mr. DeWinxp. How long have you been in the collector’s office ? 

Mr. Licteer. The past 14 years. 

Mr. DeWrnp. Do you know of a taxpaying corporation in your dis 
trict by the name of Karol Kell 

Mr. Lictnet. Yes, sir. 

Mr. DEW inp. What is the business of Karol Kell? 

Mr. Licinet. Manufacturers of dresses. 

Mr. DeWinpv. Who are the principal owners of that business / 

Mr. Ligmen. Mr. Joe Goldberg and Mr. Sam Abramovitz. 

Mr. DeW rnp. Joe Goldberg and Mr. Sam Abramovitz. Were there 
any other people financially interested in Karol Kell ? 

Mr. Lictrwet. Not that I know of. 

Mr. DeWinvp. Now, in 1948, Mr. Ligibel, was Karol Kell in tax 
difficulties ¢ 

Mr. Lictren. Yes, sir. 

Mr. DeWinp. Would you please tell us what the nature of those 
tax difficulties were ? 

Mr. Licipi L. They were delinquent on some social security and with 
holding, and I think there was some income and some Federal unem- 
ployment tax. 

Mr. DeWInp. That is, the corporation was delinquent in the pay 
ment of certain taxes / 

Mr. Lictnen. Yes, sir. 

Mr. DeWinv. Now, when did you first have the matter assigned to 
you ¢ 

Mr. Lieren. I have a warrant here signed somewhere around Janu- 
ary 6, 1948. 

Mr. DeWinpb. At that time. was the liability indicated as in the 
neighborhood of SLO,000 ¢ 

Mr. Liceirne,. Somewhere around that figure. 

Mr. DeWinp. After the warrant in this case was given to rou, Was 
a lien filed against the assets of the taxpayer ¢ 

Mr. Ligipen. In this particular one, I requested a lien around the 
ith of January, 1948. 

Mr. DeWinp. And was that lien filed / 

Mr. Liamen. Yes, I believe it was, several days later. 

Mr. DeWinp. Following that, was a payment made on the back tax 
] abilities ? 
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Mr. Liemen. Yes, sir, there were payments made. 

Mr. DeWrnp. Well, was there, immediately or very shortly aft 
the filing of the lien, a sizable payment made ¢ 

Mr. Lietret. Not a sizable payment. 

Mr. DeWrxp. But some payment was made? 

Mr. Liamen. Yes, sir. 

Mr. DeWrnp. Now, in a situation like that, Mr. Ligibel, what is the 
usual practice that you would follow as a deputy collector assigned to 
that matter ? 

Mr. Lice. I don’t quite know what you mean. 

Mr. DeWinv. What would be your usual procedure in handli 
that case once you had received the warrant and obtained the filing of 
the lien? What would vou do next in the ordinary case ‘ 

Mr. Lieien. In the ordinary case you would go down and see the 
taxpayer and try to make demands for payment. 

Mr. DeWInpD. Now, did you do that in this case? 

Mr. Lieinen. No, sir. 

Mr. DeWrxv. Why did you not do that? 

Mr. Lacreen. I had instructions, and there were arrangements made 
by the collector, Mr. Finnegan, to make payments. 

Mr. DeWrnv. Was the arrangement to make certain weekly pay 
ments on the back tax liability? 

Mr. Lictet L. Yes, sir. 

Mr. Dy WIND. Were you told then not to contact the taxpayer bi 
cause of this arrangement / 

Mr. Liginer. No: I was not told that. It is a practice in the offic: 
when arrangements are made that you go along with arrangements. 

Mr. DeWtnp. So that you had been told that the collector, Mr. Fin 
negan, had made an arrangement for weekly payments on this tax, 
and under ordinary procedures you would ordinarily then not do any- 
thing about it? 

Mr. Lietwer. Not as long as the payments came in. 

Mr. DeWtnp. Now, did that arrangement also cover the prompt 
current payment of new tax liabilities / 

Mr. Liginer. No; it has always been my understanding that whe 
arrangements are made the taxpayer is to pay the current taxes wher 
they become due and also pay on the back taxes. 

Mr. DeWinp. That is, the delinquent taxpayer must keep curt 
on new liabilities while he is paying off the accrued liabilities / 

Mr. Licinen.. Yes, sir. 

Mr. DeWinp. Now, Mr. Ligibel, do you recall that in May of 1948 
vou learned that the current taxes of Karol Kell had net been pa 

Mr. Liciwet. I had a return that was given to me by Mr. Finnega 
that was to have come through regular process—regular chant e| 
rather—and I asked him at that time about when he would pay 
and he said in about 30 days he would pay it. 

Mr. Finnecan. Who made that statement? Let me ask that qu 
tion will you ¢ 

Mr. Lagmsen. You did, Mr. Finnegan. 

Mr. Finnecan. To you? 

Mr. Liainen. To me, right outside your front office. 

Mr. DeWrnp. I think the ordinary procedure will be interfered 
with, Mr. Chairman, if Mr. Finnegan asks questions at this point 
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Chairman Kine. You may do so later, Mr. Finnegan. You may 
make notes now, if you desire. 

Page, will you provide Mr. Finnegan with pad and pencil 

Mr. Finnecan. I would like to take some notes; yes. 

Mr. DeWinp. Now, at the time that the arrangement for the pay 
ment of the back taxes had been entered into, were those payments at 
about $425 a week ¢ 

Mr. Lienert. About that. 

Mr. DeWinp. And then. from the time that arrangement was 
made early in 1948, and by May of 1948, additional current tax liabil- 
ities had not been met, and you were told by Mr. Finnegan that ar- 
rangements had been made to bring those current within 30 days 

Mr. Ligmen. That is right. 

Mr. Dewrnv. Now; did you learn anything more about the question 
of the back taxes in July of 19484 

Mr. Licinen. In July of 1948 the payments came in on a reduced 
basis. They were four and a quarter a week, then came in for two 
fifty. 

Mr. DeWinp. And vou learned of that in July¢ Is that right? 

Mr. Licisen.. In July. 

Mr. DeWinp. Now, Mr. Ligibel, if you will just stop there for 
just a moment, 

Mr. Rathert, are you familiar with some of the books of Karol Kell 7 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. Are you also familiar with some of the 
Yosel ? 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. Is Yosel a company owned by the same tudxpavers ¢ 

Mr. Rarierr. Essentially so; yes, sir. 

Mr. DeWinv. Now, from your knowledge of those books, in July 
of 1948, do any payments appear on the books of Karol Kell or 
Yosel to Mr. Finnegan / 

Mr. Raruerr. Was that question “in July”? “In July of 1948?” 

Mr. DeWinp. Yes. 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. What payments to Mr. Finnegan are shown in thi 
books ¢ 

Mr. Rarnerr. Payment on July 9 of $250. It is on the books of 
Yosel. 

Mr. Di Winn. Now. 1s there any record on the books of either ot 
those companies of a payment to Mr. Finnegan in June of 1948 / 

Mr. Rarnerr. Yes, sir. 

Mr. DeWinp. What was the amount of that ? 

Mr. Raruerr. Two hundred and fifty dollars. 

Mr. DeWinxp. Was there a record of a payment in August of 1948? 

Mr. Raruerr. Yes, sir: $250. 

Mr. DeWinxpv. The amount of that payment ? 

Mr. Raruerr. Two hundred and fifty dollars. 

Mr. Finnecan. In August ? 

Mr. Rarnuerr. Yes, sir. 

Mr. DeWinp. So that in June, July, and August of 1948, at the 
time that the weekly payments had been reduced from $425, ap 


, 
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proximately, to about $250, there were three payments to Mr. Fi: 
negan on the books of Karol Kell. Is that correct ¢ 

Mr. Raruerr. Yes, sir. | 

Mr. DeWinp. Mr. Ligibel, did Mr. Finnegan tell you that it wa 
all right to let those payments be reduced to $250? 

Mr. Licisen. I talked to Mr. Finnegan about the payment being 
reduced, sir; and he said to accept the payment of $250 and the fir 
was on a reduced schedule. 

Mr. DeWinp. Did you have any discussion with Mr. Finnegan abo: 
the filing of any liens against the new tax liabilities? 

Mr. Licipex. I discussed that at some later date, and I do not think 
it was at that time. 

Mr. DeWinp. When you discussed it with Mr. Finnegan, what d 
he tell you to do about the filing of the liens? 

Mr. Lieteen. He said to just go along for the time being. 

Mr. DeWinp. And not to file the lien ? 

Mr. Lictmret. Not to file the lien. 

Mr. DeWinp. Now, Mr. Ligibel, was this ordinary and usual 
practice ¢ 

Mr. Licrpev. In some cases it is. 

Mr. DeWinpb. Did you see a number of examples of this sort of 
thing ? 

Mr. Liciper. I couldn’t name them offhand. 

Mr. DeWinp. What would your usual practice be if an arrange 
ment had been made with a taxpayer to reduce his tax liabilities by 
regular payments and the taxpayer did not carry out that 
arrangement ¢ 

Mr. Licimer. We would go down and get a financial statement, if 
it is possible, and try to bring him up to date. 

Mr. DeWrnp. And, if the taxpayer was not carrying out the ar 
rangement and you were not satisfied about that, what would you 
do? : 

Mr. Liemet. Well, I would see the collector about it and ask him 
what we should do. 

Mr. DeWixv. What would the usual practice be in cases like that ’ 

Mr. Liemen. Well, I went up to see the collector one day on this 
case, and I asked him about it, and he said he was going out of town 
and I should wait until he returned. 

Mr. DeWinv. Now, by the end of 1948, Mr. Ligibel, had the tax 
liabilities of Karol Kell gone up? 

Mr. Liciwer. Yes, sir. 

Mr. DeWinp. And about what figure had they reached ? 

Mr. Licine.. About $27,000, I believe. 

Mr. DeW inp. So that from during the first part of 1948, when the 
liabilities were about $10,000, they had increased during the year to 
$27,000 ? 

Mr. Lietnex. Somewhere around that figure. 

Mr. DEWrtnp. Do you recall conferring with Mr. Finnegan about 
this situation in January of 1949? 

Mr. Liemen. Yes, sir. 

Mr. DeWinp. Can you please tell us what took place when ) 
spoke to Mr. Finnegan ?¢ 

Mr. Licises. Sometime during the latter part of 1949, or Januar) 


dj 


of 1949, Mr. MeClintic and I went up to see Mr. Finnegan regar 


ray 
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this liability, and he made a statement that he was the boss; and then 
McClintic said, “Well, we may be severely criticized about this tax,” 
and we left his office. 

Mr. DeWinp. This was in January of 1949 that Mr. MeClintic said 
that, and he is your superior ¢ 

Mr. Licinen. He was the supervisor. 

Mr. DeWinp. He advised Mr. Finnegan that he thought the office 
would be severely criticized in connection with this situation by the 
supervisor ¢ 

Mr. Licisen. Yes. 

Mr. DeWinp. Now, Mr. Rathert, from your examination of the 
books of these taxpayers, can you tell whether in December of 194s 
there was any payment to Mr. Finnegan ¢ 

Mr. Raruerr. In December of 1948 there was a S250 payment to 
Mr. Finnegan. 

Mr. DeWinp. Now, these payments you are talking about to Mr. 
Finnegan are payments to Mr. Finnegan personally ‘ 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. That is, the May and June and July and August 
payments and the December payment are payments to Mr. Finnegan 
personally ¢ 

Mr. Rarnuerr. Yes, sir. 

Mr. DeWrnp. From your examination of the books, Mr. Rathert, 
was there a payment to Mr. Finnegan in January of 19494 

Mr. Raruerr. Yes, sir: in the amount of S250, 

Mr. DeWinpv. That, again, isa payment to Mr. Finnegan personally, 
and not to him as collector ¢ 

Mr. Raruerr. A payment to Mr. Finnegan personally. 

Mr. DeWinp. Now, in February of 1949, Mr. Ligibel, do you recall 
a conference regarding the matter of these unpaid tax liabilities ¢ 

Mr. Liginer. Yes, sir. 

Mr. DeWinv. Who was present at that conference / 

Mr. Ligtwer. Mr. Hannegan, chief field deputy, and Mr. MeClintic, 
divisional chief, and Mr. Finnegan, and Mr. Copley, Sam Abramovitz, 
and Mr. Maguire, and Herbert Ketcham, and Herman Catchell was 
the attorney. 

Mr. DeWinp. The attorney for whom ¢ 

Mr. Liginer. Karol Kell Garment Co. 

Mr. DeWinv. What took place at that conference 

Mr. Ligne. Well, it was agreed that I would go down there and 
try to collect this money, and to get them to make a substantial 
payment. 

Mr. DeWinv. Were you able to get a substantial payment ? 

Mr. Licreev. I did. 

Mr. DeWinp. So that, xs soon as you went to the taxpayers and 
discussed getting a payment with them, you got a substantial pay- 
ment ¢ 

Mr. Liciner. I got a payment, and the taxpayers made some ar- 
rangement to get some money, and he didn’t have any money up there, 
as I understood it. 

Mr. DeWinp. The taxpayer was able to pay a substantial part of 
the tax? 

Mr. Liaiper. Yes, sir. 
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Mr. DeWinp. Now, in July or August of 1949 did you learn thay 
further taxes were accruing and were unpaid, and had acerued a: 
were unpaid ¢ 

Let me phrase it another way. In July or August of 1949 did yo 
learn that current taxes and back taxes were still ptling up and wer 
hot being paid ¢ 

Mr. Lieipet. No: they weren't piling up in 1949.) They made t} 
payments for the first quarter current, and they paid the secone 
quarter of 1949 current, and then they paid in a round figure sony 
83.000 or $4.00 on back taxes. 

Mr. DeWinv. Now, from July and August on, were the payments 
on the remaining back taxes still being made, or did they stop 
that time? 

Mr. Liermen. Not at that time. The return wouldn't have be 
due until October or the end of October. 

Mr. DeWinp. When the returns were due, were the taxes paid ¢ 

Mr. Liaipen. No, sir. 

Mr. Ly WuINpb. Were the back taxes reduced, or did they remain lili- 
paid ¢ 

Mr. Liactmrer. They remained unpaid, because the firm was on a 
recluced schedule, ana their business wasn't operating so good. 

Mr. DeWinp. Now, Mr. Ligibel, do you know of any other cases 
you handled in which you were instructed to handle just this way / 

Mr. Licmen. No, I do not. 

Mr. DeWinp. This was a unique case, in your experience ? 

Mr. Lieimer. Well, it is a little unusual, the cireumstanees sur- 
rounding it. 

Mr. DeWinp. Now, Mr. Rathert. from your examination of th 
books of these taxpayers, the individuals and the corporation tax 
pavers, and from your examination of the files of the collector's 
ollice, can you tel] us, Was the tuxpaver, Mr. Abramov itz, delinqu: nt 
in his taxes in 19494 

Mr. Raruerr. Yes. 

Mr. DeWinp. What was the approximate amount of the back taxes 
n 1949 that were unpaid ? 

Mr. Raruerr. In 1949, it amounted to roughly $6,000, 

Mr. DeWinp. When was that, in the ear ly part of 1949¢ 

Mr. Rariuerr. Yes, sir. 

Mr. DeWinp. By the end of 1949, what were the approximat 
unpaid past due taxes / 

Mr. Raruerr. At that time, they were about $4.000, at the end 
1949—I am sorry, they were closer to $10,000 at the end of 1949. 

Mr. DeWinp. Ten thousand dollars / 

Mr. Raruerr. Yes, sir. 

Mr. DeWrnp. Can you tell us, was Deputy Collector Shea the dey 
uty collector assigned to Mr. Abramovitz’s case ¢ 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. Have you examined the memoranda that Mr. Shu 
put in, of the Abramovitz file? 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. Can you tell us whether there were any notes thie! 
with regard to the filing of liens against Mr. Abramovitz’s property 

Mr. Raruerr. Yes, sir. 
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Mr. DeWinp. What is the note ¢ 

Mr. Rarnerr. Under date of August 2, 1949, a notation : “Collector 
says not to file liens yet,” and “not” is underscored. 

Mr. DeW inp. Could you read that again, so everybody will get it ¢ 

Mr. Raruerr. There is—— 

Mr. Finnecan. Is Mr. Shea here, Mr. DeWind ¢ 

Mr. Raruerr. There is a note attached to it which states, “Collector 
says not to file liens yet,” and “not” is underscored. 

Mr. DeWinp. Now, Mr. Rathert, from your examination of the 
books and records of Mr. Abramovitz, was there any payment by M: 
Abramovitz to Mr. Finnegan in November of 1949 4 

Mr. Rarnerr. Yes, sir. 

Mr. DeWinpb. What was the amount of that payment / 

Mr. Raruerr. The amount of the payment was $1,000. 

Mr. DeWinp. That was a payment to Mr. Finnegan personally 

Mr. Rarierr. Mr. Finnegan personally: yes. 

Mr. DeWinb. In November of 1949, then, there was a substantia 
amount of due and unpaid taxes owing to the United States Gover 
ment, approximately 810,000 ¢ 

Mr. Rarnerr. From Mr. Abramovitz; yes, sir. 

Mr. DeWinp. And it was in that month that Mr. Abramovitz paid 
to Mr. Finnegan personally the sum of $1,000 ¢ 

Mr. Raruerr. Yes, sir. 

Mr. DeWinpb. From your examination of the records of the colle: 
tor’s oflice and the books of these taxpayers, can you tell from tle 
period prior to July of 194s when the weekly payments of back taxe- 
went down from about S425 to S250, how long after that did the $25 
payments continue / 

Mr. Raruerr. They continued until about December, the middl 
of December of 1948. 

Mr. DeWinp. And after that. what happened / 

Mr. Ravierr. After that they dropped off to nothing, until the 
February, immediately following the February conference. 

Mr. DeWrnpv. Mr. Rathert., can vou tell us whether Revenue Agent 
Yoder made an audit of the 1948 tax return of Karol Kell 

Mr. Rarnerr. Yes, sir. 

Mr. DeWinpb. Is there in the file an aflidavit prepared by Mr. Yode: 
of a conversation he had w th Mr. Goldberg, the stockholder of Karo 
Kell ? 

Mr. Raruerr. There is not an affidavit in the file regarding th 
examination of that return. There is an aflidavit in my file. 

Mr. De WuInp. I see. There ts an affidavit in vour file 

Mr. Raruerr. Yes, sir. 

Mr. DeWinxp. Could vou please let me see that affidavit 

( Document was handed to Mr. DeWind by Mr. Rathert. ) 

Mr. Finnrean. IT would like to see it, too, when you get through 

Mr. DeWinxp. Not right now. Mr. Finnegan. 


Chairman Kine. You will be given your opportunity. Mr. Finn 


aun. 
Mr. Finneean. I am sorry. 
Chairman Kine. You just keep track of the questions you wish put 
to the witnesses, 
Mr. Finxeean. It is 2 little bit past court procedure, the way thes 
proceed here. . 
91550—h2—pt 
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Chairman Kine. We will give you time. 

Mr. Frxnecan. It is a little difficult. You can’t object during th 
time of the questions. 

Mr. DeWinv. What is the date of the affidavit ? 

Mr. Raruerr. The affidavit was executed on September 24, 195! 

Mr. DeWinp. And the affidavit was prepared by Mr. Yoder? 

Mr. Rarnerr. Mr. Frank Yoder. 

Mr. DeWinv. Could you please read the third paragraph of tha 
affidavit ? 

Mr. Rarierr (reading) : 

During the examination of the records of Karol Kell Garment Co. for the y 
ended August 31, 1948, I noted that check No. 3760, dated August 17, 1948, w: 
paid to Mr. James P. Finnegan, who was then collector of internal reveni: 
tirst district of Missouri, in the amount of $250, and was charged to th: 
travel expense account on the Karol Kell Garment Co. records. I qui 
tioned Mr. Joseph D. Goldberg, president of Karol Kell Garment Co., about 
this check. paid to Mr. Finnegan, and my diary discloses that I questioned 
him about that check on February 9, 1949 At that time Mr. Goldberg stats 
that the check No. 3760 was paid to Mr. Finnegan for services rendered t! 
Karol Kell Garment Co. in connection with the company’s tax liability; that 
was charged on the books of the company to the travel expense account by t 
bookkeeper, and that he did not know why it had been charged to travel except 
that there had been some travel performed in connection with the work per 
formed by Mr. Finnegan. Mr. Goldberg also stated that Mr. Finnegan and Mr 
Herman Catchell, attorney for Karol Kell Garment Co., were trying or had tri¢ 
to get an RFC loan for the Karol Kell Garment Co., and that they had don 
some traveling in connection with the application for a Reeonstruction Financ 
Corporation loan.” 

Mr. DeWrnp. Mr. Rathert, have you made an examination of th 
files of the RFC in St. Louis? 

Mr. Rarirerr. Posy sir. 

Mr. DeWinp. Can you tell me what appears in the files of the RFC 
pert: lining to this Karol Kell loan that you referred to, that the afl 
davit referred to? 

Mr. Raruerr. Well, there was an application for a loan filed « 
September 16, 1948, and went through the usual procedure, and th: 
loan was denied on November 29. 

Mr. DeWinxp. What was the amount of the loan application ? 

Mr. Ratuerr. $35,000, 

Mr. DeWinv. Now, do you find a record of a conversation bet wer 
Mr. Finnegan and Mr. Alexander of the St. Louis RFC office in Ser 
tember of 1948? 

Mr. Rarnuerr. Yes, sir, on September 3. 

Mr. DeWinp. And could you please tell us what the record of t}. 
RFC shows in that connection ? 

Mr. Raruerr. It is a record of a telephone call received by Mr 
Charles G. Alexander, who is manager of the St. Louis office, fron 
Jim Finnegan, collector, representing Internal Revenue, and the sun 
mary of the conversation was: 

Requested application blanks to be filed by his client, Karol Kell Dress C 
Ine., for loan of abont $35,000. 

Mr. DeWrnp. Is there a record of a second conversation in the RFC 
tiles, between Mr. Finnegan and Mr. Alexander ? 

Mr. Raruerr. Yes, sir, October 1, 1948. 

Mr. DeWinp. What does that record show ? 
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Mr. Raruerr. That record shows that Mr. Finnegan inquired re- 
garding status of application of Karol Kell Dress Co., and Tam quot- 
ing from Mr, Alexander’s statement on the form: 

I informed him that we could find no basis for a loan under present conditions, 
but if applicant could inject sufficient amount of additional capital, a loan in 
some reduced amount might be in order. Mr. Finnegan requested that applica 
tion be held for a reasonable length of titne to give applicant an opportunity 
to make adjustments in its financial affairs. 

Mr. DeWinv. Do you find any other record in the RFC files con 
cerning this application for a $35,000 loan ¢ 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. Will you please tell us what that is, Mr. Rathert / 

Mr. Rarnuerr. | assume that the question is directed toward Mr. 
Finnegan’s participation, is that a correct assumption ¢ 

Mr. DeWinp. I will be glad to direct your attention more specifi 
cally. Is there a memorandum in that file from Mr. Maguire, one of 
the loan examiners, pertaining to a conversation that he had had with 
Mr. Finnegan, or rather, pertaining to a conversation that he had with 
Mr. Goldberg, I am sorry ¢ 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. What was that memorandum / 

Mr. Ratruerr. The memorandum, in the last paragraph of the nemo 
randum Mr. Maguire stated: 

The examiner believes that Mr. Goldberg is very much aware of the unfavorable 
situation, and he stated that the reason for filing the application after having 
the previous application denied was on the advice of Mr. James P. Finnegan, 
collector of internal revenue, who stated that he did not see why the REC could 
not make a loan to such a well equipped shop and one which had good possibilities 
for future profitable operation. 

Mr. DeWInp. Now, in the aflidavit of Mr. Yoder, in which, as I 
understand it, Mr. Yoder said that Mr. Goldberg told him that a $250 
payment charged to travel account had in fact been paid to Mr. Finne 
gan in connection with tax matters and RFC matters— 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. Can you tell me the date of that S250 pavinent that 
Mr. Yoder referred to? 

Mr. Raruerr. August 17, 1948. 

Mr. DeWinv. August 1948, that isa month or the month just before 
the loan application was filed with RFC ¢ 

Mr. Raruerr. Yes, sir. 

Mr. DeW inp. Now, Mr. Finnegan, you have heard the testimony 
that has just been given here. 

Mr. FinnrGAN. Yes, sir. 

Mr. DeWinp. Did you in fact receive from Karol Kell, Yosel, and 
Mr. Abramovitz, the payments that have been described by Mr. 
Rathert ? 

Mr. Finnecan. Yes, sir, but I think, to clarify the issue for the com- 
mittee, I think that Mr. Rathert should tell— 

Mr. DeWinp. Before we get to what you think should be done about 
the record—just a moment—before we get to what you think should 
be done about the record, could you just simply answer the question : 
Did you in fact receive the payments that have been testified to here / 

Mr. Finneoan. Not under the circumstances that were testified 
under, no. 
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Mr. DeWinp. I think it will help, Mr. Finnegan—there is no at 
tempt here to obseure anything—if you will simply answer the ques- 
tions first. 

Mr. FinneGan. The amount is right, the amount is correct. 

Mr. DeWinp. And you received those as payments ‘ 

Mr. Finnecan. I received those, but I think, for the purpose of 
clarifying the issue—is this a public hearing for the press‘ If it is. 
I think it should be clarified as to why I received the payments. 

Mr. Dy WIND. As | say, there Is ho effort here to obse ure anythir g 
but 1 want to get certain facts first. 

Mr. Finnecan. I want to answer the question the way [ want 
answer it. 

Mr. DeWinp. Just answer the questions, and full and correct a1 
swers are all that you need to give. 

Then will you say that you did receive, at the times stated, the pay 
ments / 

Mr. Finnecan. But not under the circumstances they were stated. 

Mr. DeWinp. There were no circumstances stated, Mr. Finnegan. 

Mr. Finnecan. It was an affidavit by Mr. Yoder. I would say that 
that would be a statement Ww hich should be clarified. 

Mr. DeWtxp. Now, let us go back here just a moment, Mr. Finne 
gan. First of all, | want to get in the record that you did receive the 
pavinents that were testified to: and is that a fact / 

Mr. Finnecan. I received them from whom / 

Mr. DeWinp. From Karol Kell, from Yosel, and from Mr. Abranv 


\ 


Mr. Finneean. Mr. Abramovitz, and for what reason ¢ 
Mr. DeWinv. All right, now, were vou retained as a lawyer tor 


Karol Kell / 

Mr. Finneran. Yes, I was retained as an attorney for Mr. Abramo 
vitz in real estate matters, and Mr. Rathert can clarify the issue if he 
wants to go further in his testimony. 

MI 1} WIND. Were you retamecd its counsel for Karol Kell ? 

Mr. Ie tN NEGAN, For Karol Kell, no, not as Karol Kell’s attorney, ! 

Mr. DeWinp. Now, Mr. Rathert. the pavments— 

Mr. Finnroan. He can clarify these issues if he wants to, right no\ 

Mr. DeWtxp. The payments that were made, Mr. Rathert, that yo 
testified to. were made by Karol Kell and yy Yosel and by Mi 
Abramovitz / , 

Mr. Raruerr. Yes, sir. 

Mr. DeWinp. Now, Mr. Finnegan, in what capacity did you receiv: 
the payments made in June, July, and August of 1948, payments of 
SPO each / 

Mr. Finnecan. I represented Mr. Sam Abramovitz in real-estat: 
operations as a counsel, and [T was paid all of that money for that 
counseling; and Mr. Rathert can clarify that issue and give you 
very broad scope of it by his investigation, which is very thorough. a 
yotcnh see, 

Mr. DeWinp. Suppose vou tell us what vour representation was. 

Mr. Finnegan. My representation was that he was dealing with th. 
Westinghouse Co. at that time, and Mr. Cox, and also with two othe: 
companies there at that time, that were having real-estate propertie: 
built up. and I represented him as counsel and looked at contracts, and 
things of that kind. 
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Mr. Di WINp. While you were collector of internal revenue, then, 
you maintained a law practice in St. Louis? 

Mr. Finnecan. Yes, sir. That is the only way I accepted being col- 
lector of internal revenue, by the fact I knew I could continue to 
practice, 

Mr. DeWinp. In this law practice, vou say that you represented 
taxpayers who had delinquent tax accounts in your office as collector; 
is that right / 

Mr. FinneGan. I wouldn't say that that is true, and I wouldn't say 
that I represented them just because they had tax matters appearing, 
and I would say I represented any individual as an attorney who would 
come to me, because you could never tell who would have a tax matter, 
that is, because today I think a lot of folks have tax matters. 

Mr. DeWiNp. Now, you have heard Mr. Ligibel testify here—— 

Mr. Finnecan. That is right. 

Mr. DeWinp. That in this matter, you directed him not to file liens, 
ind not to proceed against the taxpayers / 

Mr. Finnecan. I don’t agree with Mr. Ligibel, and I say that that 
s not a true statement, and I say that as far as filing of liens, that is 
it question for the chief of the held to decide, as to whether or not a 
lien should be filed, or a supervisor who makes an investigation about 
every 6 months of every collector’s office. That is a question ot liens. 

Mr. DeWinv. Did you enter into the arrangement with Karol Kell 
by which its back tax liabilities were to be paid off at 5425 a week ¢ 

Mr. Finnecan. I tried to get as much out of all of the tax liabilities 
as we possibly could, and we had a meeting, and Mr. Ligibel will tell 
vou here, sitting right here now, that it was through my efforts that 
we got this big payment, and I was volng to force the issue, and I said, 
“If you dlon’t pay off, IL will close you.” 

Is that true or not ¢ 

Mr. DeWrnp. Going back to early 1948, Mr. Finnegan, did you 
enter into the arrangement then for payments of $425 a week 

Mr. Finnecan. I wouldn't know the definite amount, Mr. DeWind, 
[ could tell you that, and any time there was a taxpayer | would try 
ro let any company sury ive and carry on, for the purpose | felt it was 
good business, and then let them carry on if I could help them out, 
ind that wouldn't only be Karol Kell, it could be any other company. 

Mr. DeWinp. It did happen that Karol Kell was delinquent in its 
faxes, 

Mr. Finnecan. I will tell you right now, I couldn't reeall that 
ugreement. 

Mr. DeWixp. Now, you have heard the testimony that in June, 
July, and August, you received three payments of Sv50 each, and at 
that time the back taxes of Karol Kell were no longer discharged at 
S425 a week, but the figure of $250 a week: is that correct / 

Mr. Finnecan. 1 wouldn't reeall that, but if you sav that that is 
the testimony of Mr. Rathert, he has possibly examined the records 
ind knows that, but it wasn’t for the purpose of my getting S250 to 
be counsel for Mr. Abramovitz. It wouldn’t be a reduction of taxes 
for me to get paid the $250. 

Mr. DeWtnp. The statement as to the purpose is not very helpful 
here, Mr. Finnegan, and what we are trving to determine here is the 
Tact. 


/ 
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Mr. Finnecan. That is what—— 

Mr. DeWrnp. You received payments as an attorney / 

Mr. Finnecan. [I am trying to get it home to you. 

Mr. DeWinp. The statement of purpose is not helpful. 

Mr. Finnecan. That is right. 

Mr. Kean. May I ask a question there ? 

Ilave you ever represented Mr. Abramovitz in other legal matters 
before he got into this tax trouble ? 

Mr. Finnecan. Mr. Abramovitz, as I understand, wasn’t in any 
tax trouble, if I—— 

Mr. Kean. His firm was in tax trouble. 

Mr. Finnecan. Not his firm. He was an individual, and he was a 
contractor, and a builder, and he had to get money in this Karol Kel! 
Co., and possibly he might have been a stockholder in the company at 
that time. I did represent him, though, Mr. Kean, in other matters; 
ves, I did. 

Mr. Kean. Before that ? 

Mr. FINNEGAN. Yes, sir: in real estate operations, ves, | did 
and excuse me, I didn’t get your question. 

Mr. DeWinvp. When was that representation, Mr. Finnegan ? 

Mr. Finnecan. I would say that was back about 1943 or 1944, o1 
something like that. away back, in reference to a market operation 
that he was going to build a market in St. Louis. 

Mr. DeWinp. Were you collector of internal revenue at the tinx 
you represented him, earlier ? 

Mr. Finnecan. No, I would say IT was not. I will say 1945, and 1 
would not be collector then. I was collector in 1944, and so it was i 
1945. 

Mr. DeWtnp. This is the first time that you had represented M: 
Abramovitz or Karol Kell or Yosel, after you became collector ot 
internal revenue / 

Mr. Finnecan. No: I continued to represent Mr. Abramovitz al 
of the time, and he always counseled with me, and I would say if | 
was going to talk about fees, he still owes me plenty, but that is 
question of whether or not counsel 

Mr. DeWinp. He still owes the United States Government plent) 
doesn't he ? 

Mr. Finnegan. Mr. Abramovitz: I don’t know much about that. 

Mr. ey WIND. Karol Kell still owes the United States (Gaovernme! t 
money ¢ 

Mr. Finnegan. I didn’t know that. 

Mr. DeWrnp. I am asking if that was true at the time you ceas 
being collector ? 

Mr. Finnecan. If I was collector, I might not know those things 
because a collector, as you understand, he hasn't got charge of t! 
field operations, and it is the chief of the field. 

Mr. DeWrnpv. You had very direct and personal information of t 
delinquencies of these people ¢ 

Mr. Finnecan. You don’t get much personal direction when y: 
are collector. 

Mr. DeWinv. In this particular case, you did know there were ba: 
taxes, because you entered into an arrangement with them. 

Mr. Finnecan. We had a meeting, and I was very instrumental! 
seeing we got a big payment for the Government; very instrumenta! 
and Mr. Ligibel here will bear me out on that. 
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Mr. DeWinp. Now, isn't it a fact, Mr. Finnegan, that your efforts 
to collect the payment came a few weeks after Mr. McClintic had told 
you that the supervisors would be very disturbed about this situation ¢ 

Mr. Finnecan. That isn’t true at all: that is not true. 

Mr. DeWinvp. Mr. MeClintie did not tell you that ¢ 

Mr. FinneGan. No, he did not. 

Mr. DeWtxp. You have heard Mr. Ligibel testify that Mr. Me 
Clintic and he conferred with vou in your office, and that MeClintic 
advised you of the difficulty here, and—— 

Mr. Finnecan. I didn’t say that, because anybody in St. Louis who 
knows me knows I don’t go around throwing my weight around, 
uy place. 

Mr. DeWinv. Mr. Ligibel—— 

Mr. Finneoan. Even with deputy collectors or anybody else. 

Mr. DeWrnp. Did the conversation between vou and Mr. M« 
Clintic and Mr. Finnegan occur as vou testified earlier / 

Mr. Liciner. Yes, sir. 

Mr. DeWinv. Mr. Finnegan, do you deny it occurred ¢ 

Mr. Finnecan. Yes, sir, I do. 

Mr. DeWinv. Let me get this point very straight, Mr. Ligibel. 
| believe you testified that sometime in January of 1949 you and Mr. 
MecClintic, your division chief, conferred with Mr. Finnegan after 
Mr. Finnegan had returned from a trip; is that right. 

Mr. Ligmen. That is correct. 

Mr. DeWinp. And that at that conference with Mr. Finnegan. 
Mr. MeClintic said that the office will be criticized by the supervisor 
when he found the situation with respect to Karol Kell’s tax liab 
ties: is that correct ? 

Mr. Licisen. That is correct. 

Mr. DeWinp. What did Mr. Finnegan say? 

Mr. Lusiner. I do not recall. 

Mr. DeWinp. Were you instructed to take no action / 

Mr. Lictren. No, sir. 

Mr. DeWinp. What was the result of that? What was the result 
of the conversation, then / 

Mr. Licinen. We just left his office. 

Mr. DeWixp. But vou clearly recall the conversation ¢ 

Mr. Ligmern. Yes, sir. 

Mr. DeWinp. Now, Mr. Finnegan, vou now testify that that con- 
versation never took place? 

Mr. Finnrean. I testified to you, as far as the conversation is con 
cerned, that is, in 1949, I don’t recall the conversation, but I can tell 
you this: That I have never boasted to any of my employees that 
I am the boss, and J think that that can be pretty well clarified in my 
vicinity where I come from. 

Mr. Byrnes. Could I interject here ? 

When you went in to see Mr. Finnegan about this particular situa 
tion, What Was your purpose in going in to see him / 

Mr. Licine.. To get instructions of what we should do. 

Mr. Byrnes. And while you were there, you say vou did not get any 
instructions ? 

Mr. Licisen. Not right away; at least I do not recall any. 


~¢ 
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Mr. Byrnes. What I cannot understand is how you just left thy 
office without instructions one way or the other, getting what you 
eame for. Did he not tell you one way or the other what he expecte 
you to do? 

Mr. Licren. I don’t recall just what he said, and Mr. MeClinti 
could probably clear that better than I can. 

Mr. Byrnes. As far as your memory is concerned, you went in ther: 
to get instructions as to what to do? 

Mr. Liereer. That is correct. 

Mr. Byrnes. No instructions were given / 

Mr. Liamen. Not that I can recall. 

Mr. Byrnes. So you left the office still not knowing what to do 

Mr. Liemen. As far as I can recall it right now, that is the way 
happened. 

Mr. Byrnes. Did you go back shortly after that, or pursue t! 
matter further? 

Mr. Liairet. No. Within a short time after that, this meeting wa 
held, and I was called in there, to get it straightened out. 

Mir. Byrnes. How soon after this was that ¢ 

Mr. Liereen. That I do not recall, and I do not have any notes on 

Mr. Byrnes. You do not recall whether it was very shortly after / 

Mr. Liginer. It wasn’t too long. 

Mr. Byrnes. Ora few days, or a month? 

Mr. Ligmret. I don’t recall just how long after. 

Mr. Byrnes. The result of the thing was that you left at least wit 
the impression that the matter better be held in abeyance: that the 
boss was not sure what was to be done, at least as far as you were 
concerned ? 

Mr. Ligmwe.. As far as I was concerned. 

Mr. DeWrxp. Now, in January of 1949, Mr. Ligibel, did you hay 
a conversation with Mr. Finnegan about the Karol Kell liabilitie: 
just before Mr. Finnegan left on a trip? 

Mr. Liciser. It was somewhere along in there, I saw him up there 
and | asked him about it: and he said he was going out of town, and 
he would be back, and we would take it up then. 

Mr. DeWinp. Was that in January of 19497 

Mr. Lictsen. It was shortly before MeClintic and I went up ther 
to vet it. 

Mr. DeWinp. Before Mr. Finnegan went on the trip, you spoke to 
him about what should be done about Karol Kell ? 

Mr. Licmen. Yes, sir. 

Mr. DeWinpv. Did you ask him for instructions at that time? 

Mr. Licren. Yes, sir. 

Mr. DeWinp. And did he say to wait until his return, and to « 
nothing until he got back: was that the instructions? 

Mr. Ligtre.. That is right. 

Mr. DeWtnp. Then it was after Mr. Finnegan returned that y 
und Mr. MeClintie spoke to him-—— 

Mr. Licine.. That is right. 

Mr. DeWinp. ‘Together / 

Mr. Licmnen. Yes. 

Mr. DeWinp. Now, at either of those meetings that you had wit 
Mr. Finnegan, either before he went on the trip or after he came back 
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from the trip, when you asked for instructions, did Mr. Finnegan say 
to you or to Mr. MeClintic, “I am boss?” 

Mr. Licmen. It was when we, Mr. McClintic and I, went up there 
to see him; that is when he made that remark. 

Mr. DeWinp. Did that follow Mr. McClintic stating to Mr. Finne- 
gan—strike that question. 

Mr. Finnegan, you heard the testimony by Mr. Rathert that the tax- 
payer’s books showed a payment to you in December of 1948 of 3250 
and in January of 1949 of $250; and did you receive those payments ¢ 

Mr. Finnecan. I received the payments, as I told you, but under 
circumstances—I said Mr. Rathert should tell you that he possibly 
talked tothe man who made the payments, and he can tell you why they 
were made. 

Mr. DeWinv. Were those payments made ? 

Mr. FinneGan. Mr. Rathert can tell you-— 

Mr. DeWinb. Lam asking you, Mr. Finnegan. 

Mr. Finnecan. Mr. Abramovitz owed me some money for con- 
sultation fees. 

Mr. DeWinv. Now, you said earlier that the payments in June, July, 
and August of 1948 were in connection with some real-estate matter? 

Mr. Finnecan. That is the same thing I am talking about. All of 
the money I received that has been discussed here has been for real- 
estate operations, and the $1,000 referred to has been for real-estate 
operations, and I say it is $2,000, and am I correct in saying that that 
is the amount that you reach ¢ 

Mr. DeWinp. I think the testimony was that there were three pay 
ments of $250 in June, July, and August of 194s. 

Mr. Finnecan. Then there was $1,000. 

Mr. DeWtnp. Two hundred fifty dollars in December of 1948, and 
a payment of—just a minute; we are both talking together, and the 
stenographer can’t keep a record—and in January of 1949 there was 
a payment of $250, and in November of 1949 there was a payment of 
$1,000. 

Mr. FinneGan. What was that total, just for the purpose of the 
record / 

Mr. DeWrnp. I think the total is 82.250. 

Mr. Finneoan. Yes; that is right; and I would say that vou are 
correct; yes. 

Mr. DeWrnp. Now, is it your testimony that those amounts were 
paid to you in connection with the same real-estate transactions / 

Mr. Finnecan. The same real-estate transaction I handled for Mr. 
Sam Abramovitz. 

Mr. DeWtnp. So that that transaction and the work you did ir 
connection with it continued over this whole period of time: is that 
right ¢ 

Mr. FinneGan. That is correct. 

Mr. DeWinp. Just what was the nature of the advice that you gave 
in connection with that matter / 

Mr. Finneoan. There would be quite a bit of it. General Motors 
Acceptance Building on Cedar and Linden, of St. Louis, he built : and 
operations with Westinghouse, which didn’t go through, but still he 
used the same plans that he had given them: and other meetings of a 
plant in Maplewood, Mo. That is what the $1,000 fee was paid for. 
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And Father Dempsey, a Jesuit, sat in as arbitrator to be sure ther 
Was a proper amount being paid in that settlement. 

And, by the way, he is in India now, so he wouldn’t be available. 

Mr. DeWinp. Is it your testimony, Mr. Finnegan, that the redu 
tion in the weekly payments of the Karol Kell which came about i) 
July of 1948, which was at the time when you received these first three 
payments of $250 each—that is, June, July, and August you receive: 
those payments—the reduction in the weekly payments occurred 
July of 1948 or, rather, came to Mr. Ligibel’s attention at that time 
and that had no connection with the fact that you were receiving 
payments ¢ 

Mr. Finnecan. That is correct, Mr. DeWind. 

Mr. DeWinv. And is it further your testimony that in Decemtx 
of 1948 and January of 1949, when payments ceased altogether, an: 
you received a payment of $250 in December and $250 in January 
that had no connection with it? 

Mr. Finnecan. It had nothing to do with it. 

Mr. DeWinp. Just entirely coincidence ? 

Mr. Frxnecan. That is right. 

Mr. DeWinp. Now, did you know at that time, Mr. Finnegan, that 
you were receiving these legal fees from Karol Kell while they owed 
substantial amounts—I believe at that time, when you first received 
payments, they owed about $10,000, and later they owed about $27,000, 
according to the testimony—at those times when you received these 
funds, you well knew that ? 

Mr. Finnecan. I didn’t get your question. 

Mr. DeWinv. Didn't you very well know at the time you received 
these payments? 

Mr. Finnecan. I didn’t. I don’t recall that at all. 

Mr. DeWtnp. In January of 1949 had you not had two conversa 
tions with Mr. Ligibel regarding those unpaid liabilities? 

Mr. Finnecan. [ want to say to you I do not recall those conver 
sations, and the only conversation I recall is the time that I was able 
to get the substantial payment for the Government. 

Mr. DeWrnp. You have no recollection—— 

Mr. Finnecan. No recollection. 

Mr. DeWinv. Don’t interrupt, Mr. Finnegan. 

Mr. Finneean. I am not interrupting: you are the one; and let m 
answer your question; and I said I do not recall. 

Mr. DeWtnp. Go ahead. 

Mr. Finnecan. I said I don’t recall those two meetings, and you 
asked me the question, and so I am answering them for you. 

Mr. DeWinp. Now, let me repeat: You have no recollection of any 
meeting with Mr. McClintie prior to your going on a trip in January 
of 1949, or with Mr. Ligibel, I should say, prior to your going on 
trip in January of 1949, in which he asked instructions on Karo! 
Kell? 

Mr. Finnecan. I do not recall, I told you. 

Mr. DeWixp. Are you prepared to deny such a conversation took 
place ? 

Mr. Finneoan. I am telling you I have no recollection of thos 
meetings. 

Mr. DeWinp. Now, is it also your testimony that you have no reco! 
lection whatever of a conversation between yourself and Mr. Ligil» 
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and Mr. MeClintic after you returned from the trip in January of 
1949? 

Mr. Finnecan. T don’t recall the specific meetings at all. 

Mr. DeWinv. What is your recollection concerning your knowledge 
of that? 

Mr. Finnecan. I do not recall that at all, Mr. DeWind, and if I 
did I would tell you, but I do not recall chat meeting at all, the other 
meetings you referred to. 

Mr. DeWinp. Now, if Mr. Ligibel testifies, as he has, that those 
meetings occurred, you are not prepared to deny it ¢ 

Mr. Finnecan. I said I don't recall, and I said IT am not prepared 
to deny, and I am telling you T don’t reeall the meetings. 

Mr. DeWrnp. You have no recollection whatever / 

Mr. Finnerean. I have no recollection of the meetings. 

Mr. DeWinp. Now, you say you do have a recollection, however, 
of the conference in February of 1949 when you directed Mr. Ligibel 
to take some action ¢ 

Mr. Finnecan. I] wouldn't say that even as dates—I couldn't recall 
the dates—but if you say it is February of 1949 T would have to accept 
your statement that that is the date, but [ wouldn't recall the date. 

Mr. DeWinp. You remember that conference ¢ 

Mr. Finnecan. I remember the conference very well. 

Mr. DeWinp. So that your recollection in February of 1949 is a 
very clear one, when you directed something to be done; but your 
earlier directions to do nothing escape your recollection entirely / 

Mr. Frxnecan. I wouldn't answer the way you put it tome. I will 
answer it the way I say, that I don’t recall it. 

Mr. DeWinp. Well, did you ever tell Mr. Ligibel to file no liens in 
the Karol Kell case? 

Mr. Finnecan. I don’t remember ever telling anybody not to file a 
lien in any case, and the only thing, I told you before, if I thought that 
a taxpayer was entitled to be given some consideration for the purpose 
of the preservation of their business, that they should be given that 
kind of consideration. 

Mr. DeWrnp. Mr. Ligibel testified that in May of 1948 you in- 
formed him that the current taxes had not been paid under the ar- 
rangement but that they would be paid within 30 days, and to do 
nothing about it. Did you hear that testimony / 

Mr. FinnecGan. I heard the testimony, but I do not recall the con- 
versation, and you have a conversation on numerous cases, and I 
wouldn't recall specially anything on that. 

Mr. DeWinp. But it was in June of 1948 that you received the first 
payment from Karol Kell, or was it Yosel, for legal services? 

Mr. Finneean. If you say that that is the date I received them, I 
would say “Yes,” and I would have no records on the dates. 

Mr. DeWinv. Now, did you ever act as counsel to Karol Kell? 

Mr. Finnecan. Never acted as counsel for Karol Kell; no. They 
have their own counsel. 

Mr. DeWrnp. But you did receive payments from Karol Kell; is 
that correct / 

Mr. Finnecan. I received from Karol Kell through Sam Abramo- 
vitz, whom I represented: and Mr. Abramovitz, the contractor—— 

Mr. DeWinp. Did you receive checks from Karol Kell ? 
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Mr. Finnecan. Karol Kell might have made the payment, because 
the testimony is that Karol Kell owed Sam Abramovitz a great 
umount of money. 

Mr. DeWinp. Who testified to that ¢ 

Mr. Finnrcan. Well, Mr. Rathert can testify to that if you want 
to ask him the question. 

Mr. DeWinp. Mr. Rathert did not testify to that. 

Mr. Fixnecan. Iam just saying that that—— 

Mr. DeWinp. I am simply asking you a question: Did you get 
checks from either Karol Kell or Yosel / 

Mr. Finneean. I might have got them from them, but it was my 
understanding that the payment was from Sam Abramovitz. 

Mr. DeWinp. Now, you have heard also the testimony of Mr. 
Rathert concerning the RFC matter. Did you call the RFC on be 
half of Karol Kell? 

Mr. Finnecan. I don’t recall any phone call, but it possibly could 
have happened, because, being a collector, you might do a lot of 
things for a lot of folks in your own community. 

Mr. DeWinp. Like calling the RFC and asking for an application / 

Mr. Finnecan. You might say anything, and you might say, “Well, 
So-and-So has got something in there before you, and we think 
consideration would be all right.” 

Mr. DeWinp. Well, now, just a minute, Mr. Finnegan. Did you 
call the RFC and ask—— 

Mr. Finnecan. I do not recall. 

Mr. DeWinv. Let me finish my question, please, sir. Did you call 
the RFC and ask for loan application forms to be sent to you on 
behalf of your client, Karol Kell ¢ 

Mr. Finnecan. I do not recall that conversation. 

Mr. DeWtnp. You don’t recall that ? 

Mr. Fixnnecan. I do not. 

Mr. DeWtnp. You heard the testimony about the record in the 
RFC files concerning that / 

Mr. Finnecan. That is right. 

Mr. DeWinp. Now, does that help you refresh your recollection at 
all as to whether or not it happened ¢ 

Mr. Finnecan. I do not recall, and IT have no recollection of those 
calls at all. 

Mr. DeWinxp. Now, you also heard the testimony that subsequently 
you called about the application for the loan, and the difficulties 
which had bee ‘n encountered in getting the loan; and do you recall 
that second—— 

Mr. Finnecan. I don’t recall that conversation. 

Mr. DeWrnp. Do you recall it didn’t happen ? 

Mr. Finnecan. I have no recollection of the call, and so I wouldn't 
know if it did happen or did not happen. 

Mr. DeWrxp. Do you remember ever calling the RFC in St. Louis? 

Mr. Finneoan. I happen to know Mr. Alexander very well, and 
the administration there, and we might have talked on the street and 
walked around and say, “Hello.” 

Mr. DeWrnxp. You do know Mr. Alexander? 

Mr. Frnnecan. Yes, sir. 

Mr. DeWinp. Do you remember ever speaking to Mr. Alexander o1 
the telephone ? 
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Mr. Finneeoan. I don’t remember calling in this specific case ; no. 

Mr. DeWrnp. Just a moment. Do you remember ever making a 
telephone call to Mr. Alexander ¢ 

Mr. Finneoan. He has called me a number of times, and so I 
have called him back, too, phone calls, different matters. 

Mr. De WInp. Did you eall Mr. Alexander at the RFC? 

Mr. Finnpoan. Yes, sir; we have had lunch together a number of 


times. 

Mr. DeWrnp. Did you ever submit a bill to Mr. Abramovitz for 
the legal service you rendered him ? 

Mr. Finneoan. No; a bill of any kind? 

Mr. DeWIinp. A bill for legal services. 

Mr. FinneGan. No. 

Mr. DeWiunp. Was that your customary practice, not to 
legal services ¢ 

Mr. Finnecan. That is right. 

Mr. Curtis. May l ask a question there ¢ 

Mr. Finnegan, you stated that when you became collector you did so 
with the understanding that you could continue your law practice 

Mr. FinneGan. That is right. 

Mr. Curtis. With whom was that understanding ¢ 

Mr. FinnecGan. It was with the then Commissioner, Mr. Robert 
Hannegan. 

Mr. Curtis. What did he say‘ 

Mr. FINNEGAN. He said that he had continued his law practice 
when he was collector, and after he was Commissioner. and LT said thy 
only way I will take the position is that that continue on. 

Mr. Curtis. And he agreed to that / 

Mr. Finneoan. That is right. 

Mr. Curtis. Did he ask you anything about the type of law practice 
you expected to continue to carry on 4 

Mr. FinneGan. Well, discussion was just a general law practice. 

Mr. Curtis. Did you do that law practice within a firm / 

Mr. Finnecan. With a tirm, you mean, of lawyers / 

Mr. Curtis. Yes. 

Mr. Finnecan. At first | did, and then I opened my own law office, 
later on, in 1948 or 1949. 

Mr. Curtis. What was the name of the firm before that ¢ 

Mr. Finneoean. It was Eagleton & Eagleton, law firm. 

Mr. Curtis. Were you a member of the firm / 

Mr. Finnegan. No: I was just an associate of the lawyers. 

Mr. Curtis. Where were their offices located ? 

Mr. Finnecan. On Grandel Square, 3746 Grandel Square, in St. 
Louis. 

Mr. Curtis. Then you opened your own law office, and where was 
that ¢ 

Mr. FinneGan. That is in the Paul Brown Building, 1329. 

Mr. Curtis. How far was that from your collector’s office ? 

Mr. Finneoan. A distance of 10 blocks, I would say: 10 or 12 
blocks. : 

Mr. Curtis. Did you have any associates in that practice ? 

Mr. FinneGan. Yes; I have a nephew, and another young lad 
came out of the Army, by the name of Godfrey, and then one by the 
name of Preger. There were four of us there. 
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Mr. Curtis. How much of your time did you spend in your law 
office ¢ 

Mr. Finneean. 1 would say not more than 2 or 3 hours a day, a 
couple of hours a day. 

Mr. Curtis. Did anyone representing the Bureau of Internal Rev- 
enue ever ask you about your law practice ¢ 

Mr. Finnecan. Never. You mean from the supervisor's standpoint ’ 

Mr. Curtis. That is right. 

Mr. Finnegan. Never. There it was never discussed, and they 
knew I had a law office. 

Mr. Curtis. When you were representing this Mr. Abramovitz, in 
real-estate matters, as you say, was that during the same months that 
this corporation of which he was one of the principal owners was 
having tax difficulties ¢ 

Mr. Finneean. Well, I would not know that for the dates, but 
that could be, possibly it could have been, but I did i Pine them 
prior to that time, and I represented Mr. Abramovitz a long time be 
fore, before I came in the collector's office. 

Mr. Curtis. You continued to represent him during the time that 
he was having tax difficulties ¢ 

Mr. Finnecan. If the dates are there. I would not be able to answe) 
that unless you would give me the dates. 

Mr. Curtis. You know about the tax claim, the tax claim against 
them ¢ 

Mr. Finnpean. I did not know about it until it was discussed, 
because I just figured he was my client, Mr. Abramovitz, and I did 
not know he had a tax matter until right now. 

Mr. Curtis. But you did sit down in the deliberations and wor! 
out weekly payments. 

Mr. Finnecanx. No; that was on Karol Kell, and that was a different 
operation, and that was not Mr. Abramovitz. 

Mr. Currts. But he was one of the principal owners: was he not / 

Mr. Finneoan. He wasn’t a principal owner, and he had just ad 
vanced a lot of money in the operation. 

Mr. Curris. Was he not a stockholder ? 

Mr. Finnroan. He was a stockholder, but the stock had been take 
up later on. 

Mr. Curris. And it was not a widely held corporation: was it / 

Mr. Finneoan. No; I would say no, and it would be just a close 
corporation. 

Mr. Curris. It was one of his business entities, even though it w 
incorporated ; was it not ¢ 

Mr. Finneean. It was not Mr. Abramovitz’s business, because 
wasn't in this type of business, and he was in the contracting busines 

Mr. Curtis. But he was in this business. 

Mr. Finnecan. He might have had a stock interest, but that was no! 
his business at all,and that wasn’t his type of operation. 

Mr. Curtis. You knew he was connected with it ? 

Mr. Finneean. I knew that he had some interest in it, but the) 
owed him some money; I knew that. 

Mr. Curtis. Now, these weekly payments were discussed on behal! 
of the corporation, and with whom did you have that discussion 

Mr. Frnneean. The only one that I can recall of any signifiean: 
right now, thinking about it, is the big meeting we had in my offic: 
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calling them in and saying, “If you don’t pay up this tax liability, 
we are going to close you down”, I said, and 

Mr. Curtis. Whom did you tell that to? 

Mr. Finnecan. In the presence of Mr. Ligibel and Mr. Hannega: 
ind a lot of other people, Mr. Copely, my assistant. 

Mr. Curtis. Whom did you tell it to ¢ 

Mr. Finnecan. I told it to Mr. Goldberg, and Mr. Abramovitz was 
present, and so was Mr. Goldberg, who came up, I think. What was 
the amount, 9 or 10 thousand dollars ¢ 

Mr. Liaise. It was around $27,000, 

Mr. FinneGan. That was paid off. 

Mr. Liainen. $7,200. 

Mr. Curtis. May L ask. what was the date of that meeting / 

Mr. Licimren. It was February 10, 1949. 

Mr. Curtis. February 10, 1949 ¢ 

Mr. Ligier. Yes, sir. 

Mr. Curvis. What is the date of the payment of the $1,000 check 
from the corporation to Mr. Finnegan ? 

Mr. Raruerr. There was no single check of $1,000 from the corpo 
ration to Mr. Finnegan. 

Mr. Curtis. Were there any checks from the corporation, any pay- 
ments from the corporation to Mr. Finnegan / 

Mr. Rarnerr. Yes, sir. 

Mr. Curtis. What was that ¢ 

Mr. Raruerr. The last one was on January 12, 1949. 

Mr. Curtis. When was the first one / 

Mr. Raruerr. June 18, 1948. 

Mr. Curtis. There were three altogether ¢ 

Mr. Raruerr. A total of five. 

Mr. Curtis. A total of five ¢ 

Mr. Raruerr. Yes, sir. 

Mr. Curtis. Extending from about June 1948 to January of 1949 ¢ 

Mr. Raruerr. Yes, sir. 

Mr. Curtis. And then in February it was the date of this meeting / 

Mr. Licipe.. February 10, 1949. 

Mr. Curtis. Mr. Finnegan, now, that is the meeting where you noti 
fied them if they did not pay up you would have to close them out 

Mr. FinneGan. That is right, and I guess that was the date, Mr. 
Curtis, and they have the dates. 

Mr. Curtis. Do you think that practice was all right ¢ 

Mr. FinneeGan. Sir? 

Mr. Curtis. Do you think that that practice was all right, having 
received these checks over a period of 6 months from these people, 
‘ho were in such serious financial difficulties that you had to threaten 

close them up / 

Mr. Finnecan. I was receiving the payments before I knew that 

ey were in such serious tax difficulties, and I did not realize that 
that situation was present or prevalent at that time. As soon as 

is brought to my attention——Vou see, under standard tax operations 
of the colleetor’s ollice,. the field usually keeps those things lip anal 
keeps them up current, and most times they are called to your atten 
tioh, 

Mr. Curtis. When do you say was the first that vou knew that this 
Karol Kell Garment Con }). Was In tan difficulty ¢ 
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Mr. Finnecan. Well, I could not tell you the dates. I wouldn’t 
know. 

Mr. Currts. As a matter of fact, in 1948 you made the arrange 
ments for the weekly payments; did you not ? 

Mr. Finnecan. Well, I don’t know. That possibly could happen ; 
yes, and it could have happened in any other tax case, and I don‘ 
recall that for dates. 

Mr. Curris. Well, taxes would have to be delinquent before there 
would be an arrangement for a weekly payment: would they not? 

Mr. Finneoan. There could be a number of cases, 1 mean, wher 
taxpayers would be delinquent where we would agree with the field 
and everybody else would agree that the proper procedure of opera 
tion Was to give them that time. 

Mr. Curris. Did you make the arrangements or have any part o! 
the arrangements for them to pay in weekly payments / 

Mr. Finnecan. I don’t recall that, and I don’t recall that part of 
the arrangement at all, and I do recall the fact there was one meet 
ng, and saying that you either come in with a good payment on you! 
tuxes or we will be forced to close them, inasmuch as we did not lik 
o do it on anybody, because, after all, if a company continues to 
operate and it has employees working for them—— 

Mr. Curtis. Now, Mr. Finnegan, this was a sizable amount of 
and a part of the people involved you say were your clients 
in other matters, and certainly you know whether you did or did 
not have anything to do with the arranging for the weekly payments: 
tnd. now. did vou! 

Mr. Finneean. I don’t recall the weekly payments, as I told yo 
before, and L possibly could have been present at the meeting, or thy 

weting could have been held by the chief of the field, together wit 
other individuals concerned: but the possibility is that IT could hav: 
been present, and it wouldn't be a bit amiss to give a firm a chances 
to survive and it would not have to be my client, it could be anyon 


money, 


else’s client. 

Mr. Currts. Asa matter of fact, you did that / 

Mr. Finnegan. I don’t know whether I did. If they say it hay 
pened, it must have happened that we did give them a chance to ope: 
vie, and we did get the payment. 

Mr. Curris. And you arranged for it / 

Mr. Finnecan. I would not say that, and I say that I don’t reea 
that. 

Mr. Curris. Do you deny that you arranged for it ? 

Mr. Finnecan. I say I don’t recall, and I don’t recollect the actu 
meeting where the weekly payments were arranged. 

Mr. Curris. What was the date of the $1,000 payment ¢ 

Mr. Rarnerr. From Abramovitz to Mr. Finnegan ¢ 

Mr. Curtis. Yes. 

Mr. Raruerr. November 28, 1949. 

Mr. Currts. That is all. 

Mr. Byrnes. Do I understand you to testify that you did not real 
ze that Mr. Sam Abramovitz had any close rel: ationship with Karo! 
Kell Garment Co. / 

Mr. Finnecan. No, sir: I did not say that. T said that there was 
a definite close arrangement with Karol Kell because he had loaned 
Karol Kell quite a bit of money. 








ildn’t 
ange 


ppen ; 
don 


there 
t¢ 

wher 
fiel 
| era 


ut ol 


ut ot 
meet 
yout 
t Lik 
ies to 


nt ot 
lent 
r did 
nts: 


q vo 
m the 
wit 
have 
hanes 
hyo 


hay 
ope! 


ree 


wth 


real 


Karo 


e Was 
oaned 





INTERNAL REVENUE INVESTIGATION 349 


Mr. Byrnes. So that really at the time any settlement was made—— 

Mr. FinneGan. He loaned Karol Kell prior to that time quite a 
hit of money. 

Mr. Byrnes. So that when arrangements were made back in June 
of 1948 for the weekly payments by Karol Kell Garment Co. on their 
tax liability, vou knew that your chent, Sam Abramovitz, had quite 

n interest in that company ¢ 

Mr. FINNEGAN. I knew that he had this interest ; that he had loaned 
them money and that they owed him the money, and that is the only 
reason the payments were coming through Karol Kell to me, and if 
Abramovitz did not have the money coming the would not have been 
ible to parr them that w iV. Do I make nivse lf clear on that or not 4 

Mr. Byrnes. None of it is very clear to me. 

Mr. Finnecan. Excuse me. I don’t mean that—— 

Mr. IDYENES, [ can see what vou mean as lnras that is co. cerned. 

Mr. [i WIND. This i elit he clarifie by Mr. R ithert for a moment, 

e point you are ra 1s 

Mr. Rathert. 1 t nota fact that Mr. Abramovitz owed money to the 
corporation and not the corporation to Mr. Abramovitz ¢ 

Mr. Rarnerr. That is what the records show. the records of the 


corporation. 
Mr. Byrnes. Will vou repeat that for me? 
Mr. RATHERT. That is not what the records of the eorporatior show. 
Mr. Byrnes. The corporation owed Abramovitz ? 
l 


Mr. DeWinp. The other wav around. Mr. Abramov owed the 
orporation, and don't the re ords ow that that liability from Abram 
ovitz to the corporation hereasedt (UrING 14S ¢ 

Mr. Raruerr. Yes, sir. 

Mr. Finnecan. The records might show that. but Mr. Abramovitz 

med that the Corporation owed him some thirty-six or thirty-seven 


msand dollars, and now the only wav vou eet that i formation. ] 

t know where vou get it. but that is our understanding of Mr. Sam 
\bramovitz. I don’t know whether Mr. Rathert has that information. 

Mr. Kean. If Mr. Abramovitz had charged to traveling expenses of 
corporation money that he personally owed to vou for legal 

expenses, it seems to me Mr. Abramovitz is a candidate for jail. 

Mr. Finnecan. Let me say this, Mr. Kean, that Mr. Abramovitz ean 
er that better than Lean, and he ean tell vou: t tis the informa 
that I have. , 

Mr. DeWinp. Perhaps that is or is not the ease. Mr. Finneean. 

Now, tell me this: You are practicing law, Vou say ¢ 

Mr. FinneGan. Yes, sir. , 

Mr. DeWInp. And vou maintained a law ofh eras that roh 

Mr. Finnereanx. Yes, sir. 

Mr. DeWixp. Did vou have a secretary ? 

Mr. Finnrean. That is right. , 

Mr. DeWinp. Now, when vou represented a client and there came 

me to bill the chent. how did you vo about bill ne t| em 4 

Mr. Finnecan. Well, I will sav this. as far as billing clients are con 
} - ! 


rned. | have never made it a practice to bill any client. 

Mr. DeWinp. Just how do vou go about making it apparent co them 
it the time has come to pay up! 

Mr. Finneran. You can talk to them, and they usually pay vou. 


1 yf) » mt. 7 
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Mr. DeWinxv. You just talk to them and tell them to pay a lit 
money / 

Mr. Finnreean. We don’t send bills out in Missouri. 

Mr. DeWtnp. That is an unusual practice. 

Mr. Fixnnecan. It is. 

Mr. DeWtnp. Now, in the case of the payments that you receiy 
from Karol Kell and Yosel, how did you go about power Bs those p 
ments, and to whom did you t: =a ; 

Mr. Finnecan. I did not t: +. to anybody. Abramovitz would j 
call them and say. “Well, give Jim a check for $250," or something 

Mr. DeWixp. Who would Mr. Abramovitz call up? 

Mr. Finnrean. Call Karol Kell. 

Mr. DeWixp. Now, did you speak to Mr. Abramovitz in advair 
of that ? 

Mr. Finnrean. Now, we just have certain meetings and things 
that kind, and he felt that he owed me money, and he possibly wo 
just call up and have a check delivered to me. 

Mr. DeWtxp. You operated on a voluntary contribution basis? 

Mr. Fixnnrean. What is that ? 

Mr. DeWixp. You operated on a voluntary contribution basis? 

Mr. Finnrcan. Well, I would say half of my life I have, do 
favors and things of that kind. 

Mr. Dn WiuNp. You get paid for these favors? 

Mr. Finnrean. Oh, ves. 

Mr. DeWixp. But the payment is accidental ? 

Mr. Frxxrean. I would sav. If T wanted to measure them by. 
scope oft time and scope of effort. | woul | possib ly feel like I mi a 
be underpaid, but IT don’t play that way. 

Mr. DeWrnp. Tell me this: In June and July and August of 1 
you received payments, three monthly payments of $250, and 
did those payments come i about ? 

Mr. Finneean. They came through Mr. Abramovitz. 

Mr. DeWrnxp. Did you speak with Mr. Abramovitz and tell him 

Mr. Finneean. Mr. Abramovitz got in touch with me, and I wo 
be talking to him about different matters that we had up. 

Mr. DeWrnpv. He would call you and say, “I think it is time I | 
you something?” 

Mr. I’ INNEGAN. No. Possib ly we woul | be on a case looking 
some of these p ants that he was interested in, and—— 

Mr. DeWixp. Did you say to him, “I think it is time you p 
me something?” 

Mr. Frxnecan. Well, I might suggest to him that possib! 
was entitled to a little, or he might say, “I am going to send 
something.” 

Mr. DeWrnp. You raised the question delicately with him, 
he indicated he would pay you something? 

Mr. Finnecan. That is right. 

Mr. DeWrnp. All right. Now, when you raised this question « 
icately in June and July and August of 1948, and arrived—o 
suppose it was June of 1949—when you reached an agreement. 
three monthly payments, however delicately, but it did get dow 
the sort of details of the three monthly payments, and at that t 
had you not entered into an arrangement personally with Karol Is 
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for weekly payments on delinquent taxes, and didn’t you so testify 
not half an hour ago? 

Mr. Finnecan. I want to follow your question again, and let us 
hear it. 

Mr. DeWinp. Read the question. 

((uestion read. ) 

Mr. Finnecan. I will say I don’t recall. 1 won’t say I said that 
a half hour ago. 

Mr. DeWinp. Did you not in fact enter into an arrangement ? 

Mr. Finnecan. I did not, any arrangement; and, if you are talking 
about an arrangement for the purpose of payments, I don’t recall 
those, that arrangement; and as I told you before, I don’t recall hav- 
ing those meetings; and now you come up with dates, and I haven't 


dates, and I haven't any records here before me. 
Mr. DeWrnp. Mr. Ligibel, were you not informed in July, or were 
you not informed prior to June of 1948 that the collector had en- 


tered into an arrangement é 

Mr. Ligiwer. I was told by someone in the office t] 
were made. 

Mr. DeWtnp. By the collector? 

Mr. Liciner. By the collector; that is what I understood. 

Mr. Finnecan. You were told by—— 

Mr. DeWinpv. Now, Mr. Finnegan, isn’t it a fact that you personally 
used to ro dow n tothe Karol Kel] Co. and collect money there fron 
Mr. Goldberg / 

Mr. Finnecan. That isn’t a true statement; I did not. 

Mr. DeWinv. Did you ever go to the Karol Kell Co. and ask Mr. 
Goldberg for a payment é 

Mr. Finnecan. No, sir. 

Mr. DeWinp. You are prepared to deny that? 

Mr. Finnecan. I am prepared to deny that statement. 

Mr. DeWinv. How did you get the payment ¢ 

Mr. Finnecan. I told you before that it came through Abramovitz, 
possibly calling up and making the arrangement. 

Mr. DeWinv. How did you receive the payments? 

Mr. Finnegan. They were delivered to my law office. 

Mr. DeWinxp. By whom were they delivered ¢ 

Mr. Finnecan. I don’t know. In the Paul Brown Building, by 
eck, 
Mr. Kran. By check? 

Mr. Finnecan. By check; ves, sir. 

Mr. Byrnes. Mr. Chairman. Mr. Finnegan, how did you prepar 
your tax returns without any books and records / 

Mr. Fixnrcan. Well, the man here can give you the best testimony, 
Mr. Rathert, and anybody from the Intelligence Unit can show it that 

appears on the records as Mr. Goldberg and Mr. Abramovitz, $250 
d $250, and right down the line. 

Mr. Byrnes. Was that true of all of your law clients? 

Mr. Finnecan. That is all of them, and when they asked for my 
neome-tax returns they were turned over to them without reluctance. 

d I think that the Intelligence Unit can tell vou that. and T have been 

cked all of the way to 1950; am I right on that ? 

Mr. Raruerr. I am not certain. 


lat arrangements 


| 
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Mr. Finnecan. You are pretty sure on 1947, 1948, and 1949. 

Mr. Byrnes. Isn't it standard practice for the Internal Revenue 
Bureau to encourage general taxpayers to keep books and re ords si 
that it is possible to make an audit? 

Mr. Finneoan. That is right. 

Mr. Byrnes. And yet in the capacity as a collector of internal 
revenue you yourself made no practice of keeping books and records, 

Mr. Finnrean. Oh, ves; I have records of all moneys that I re 
ceived and who they were received from because as soon as [am try 
ing—what I am trying to bring home to you is when they asked fo 
my 1950 returns. because I was checked 1947, 1948, and 1949, I ju 

rned mv books right over to them and gave them typewritten sheet 
of who the « lents were al cl who made the paver nts. 

Mr. Byrnes. Mr. Rathert, did you examine those returns? 

Mr. Royruerr. No, sir. 

Mr. Byrnes. Who did? Do you know? Who! andl 

| 


/ 


1! recoras 

Mr. Rarnerr. I don’t think that IT can ans' 
t who made the exam nation of those vei 

Vir. By ves. Couns l. do vou know 

Mr. D D. nn ery 4 What was the question ? 

Mer. Byrn: am inquit ng as to who exat ned the returns filed b 


al 


/ 


Mr. Finnegan, : aud 
Mr. 1 t tell you the 1 
Mr. lin ID4¢ 


er att warrant for distra 


rment Co. ¢ 

] ] } 
NEGAN, ti ‘ PA Warrant, and the gentieman _- 
| ne us vou don't recognize a warrant 


ot telling you that, but Lam just saying to } 
recall seeing this warrant for distraint. 
DeWinp. Tam not asking vou that I am 
ittached toa warrant for distraint ? 


NNEGAN It <s attached to that let 


\ 


OF el 
1); 


rat 


WAND. And it peal this notation, addresse | to vou, thi 
Who is the S107 ature by ? 


‘| here Is no signature. 
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Mr. Finnecan. Who wrote the letter? 
Mr. DeWinp. It says: 


Joe’s firm owes this. Can this be handled $125 per week, social security, Get 
eral Electric? Who should the following checks he 


Ks 


aid or sent to’ 
Mr. FINNEGAN I don’t vet the letter it all. und | don’t 
Mr. DeWinp. May the record show that Mr. Abramovitz has 
nized the handwriting her his own. 
Mr. kinneGan. As General Electric ? 
Mr. DeWixp. The notation about 


‘ { } 
aio t 


recos 


i 

an 
[, 
I 
I 
] 
I 


NEGAN, 
DeWinn. It 
rh prerae lal 
Mr. Finnegan. I ck 
to ask you it 
ha vou— - 
Mr. Liemen. It car 
Mr. DeWinp. How ; 
Mr. Finnecan. I never s vot to me 
\Ir. DeWtnp. If ity ro 1 uu. how could i t into channels? 
Mr. Finneean. It got to the cashier's office, ; 
would send it down. and I don’t 1 nderstand that 
would like to look at it agwnain. 


Mr. DeWinp. Take a lo 
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Mr. Frxynrean. You want me to throw it back the same way? 
Mr. DeWrnp. I can come around, Mr. Finnegan. 

Mr. Finnecan. Excuse me. I don’t recognize the handwriting. 

Mr. DeWrnp. I did not ask you that. I just asked you to take a 
look at it and see if you ever recall having that in your possession, 

Mr. Finnecan. I would say to you, as far as seeing this letter, I 
don’t reeall it. 

Mr. DeWinp. Now, can you offer any suggestion as to how this 
document got into the office of the collector of internal revenue / 

Mr. Finnrean. How it got in there, no. I can’t offer any sugges 
tions about that. 

Mr. DeWixp. Would you be receptive to the suggestion that Mr. 

Abramov itz handed this to you 4 
Mr, Finnrcan. | would be receptive of the suggestion that possibly 

it came into the hand of the oflice in the regular channels, and l have 

never seen if. 
Mr. DeWtnp. Do you think that Karol Kell Garment Co. is gener- 


ally referred to in the collector's oflice as “Joe's firm” ? 


Mr. Finnrean. How do you spell “Joe” é 

Mr. DeWrnp. “J-o-e.” I think. 

Mr. Finnrean. I look at that and it looks like “J-o-r-s”. 

Mr. DeWunp. It looks to me as though the top of the “e” is a little 
bit hard to see, but it is “Joe’s firm.” 

Mr. Finnroan. I was looking at it myself. 

Mr. DeWinp. This was “Joe’s firm,” wasn’t it? 

Mr. Finnecan. Joe who/ 

Mr. DeWunp. Joe Goldberg. 


Mr. Finnecan. If you are talking about Karol Kell, yes; that is 


rent. 

Mr. DeWrnpb. That is what Iam talking about. 

Mr. Finnrean. Karol Kell; yes, sir. 

Mr. DeWinp. Did you represent Mr. Abramovitz in a matter i 
volving General Electric ? 

Mr. Finnecan. Westinghouse and some other companies, and I 
don’t know whether or not he had any General Electric, I don't thu 
SO, \ ou mean to say he referred to himself aus General Electric l! 
that letter? 

Mr. DeWrnp. I wasn’t suggesting that; no. 

I do ask you now, Mr. Finnegan, whether prior to June of 1948 you 
did not know that Karol Kell was delinquent in its taxes. 

Mr. Finnecan. As I have told you before, and I will mention 
again, I don’t recall. 

Mr. DeWinp. An examination of these documents does not refresh 
your recollection that you must have known / 

Mr. Finneean. I said I don’t recall. 

Mr. DeWinpb. Was Mr. Joseph Goldberg known to you as Joe? 

Mr. FinneGan. Well, I don’t say I have always referred to him as 
Mr. Goldberg, and it might be Joe Goldberg, if that is his first name; 
Joseph Daniel, I thought his name was. 

Mr. DeWtinp. If Mr. Abramovitz shouid say to you, “Joe's firm 
owes this,” would that indicate to you that it was Joe Goldberg’ 
firm ? 

Mr. Finnecan. It might indicate, but that would not be a positive 
statement. 
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Mr. DeWrinpb. Now, if it was on the letterhead of the Karol Kell 
Grarment iz. woul | it t] 1e hh suggest to you th: at if sure ly must be Joe 
Goldberg ¢ 

Mr. Finnecan. If you are trying to suggest to me that that letter 

me into my hands through Karol Kell, as IL told you before L do not 

ill, and that would clarify that issue. 

Mr. DeWinpb. I am suggesting very specifically t that oe letter 

t 2 moment—I am suggesting that you received this letter from 
Abramovitz in his h: andwriting, and that you then turned it over 

he regular « ~“ ls of your ollice 

Mr. Finnecan. As I told you, I don’t recall it ever getting into my 

ds: and, if it went through the regular channe I didn’t see it 

til after it got into the regular channels and I never knew it was a 

tof Al until you brought it up to at attention right now. 

Mr. DeWinp. Now, isn't it a fact that the back tax liabilities of 
I ol Kell were arran eed to be Joant 0 f at S125 per week on the 

il-security liability and $300 a week on the other li: tbilities, making 
roa week 

Mr. Finneoan. I told you that that possi ibly could have been ar- 

ved, but I said I don’t recall the spec ilic arrangement, 

Mr. DeWinp. Now, November of 1949, when you received a fee of 
“1,000 from Mr. Abramovitz, at that time did you know that both Mr. 
Abn UMovVitz and Karol Kell were delinquent in ther tax Ss ¢ 

Mr. Finnecan. I would say I don’t recall that, if they were delin- 

ent or not. 

Mr. DeWinp. I am not asking you that. Didn't you know then 
they were delinquent ¢ 

Mr. FinneGan. I don’t recall whether I knew they were delinquent 
wr not. 

Mr. DeWi1Nxp. How can you just testify you recall very clearly a 

eting in February of 1949 in which you said if they didn’t pay their 

xes they would be closed up! 

Mr. Finnecan. I said I recall vividly one meeting we had in the office 
then I felt it was a part of the field’s operation to carry on their 
program. 

DeWinpv. Now, if that meeting occurred in February of 1949, 
you did know that Karol Kell was delinquent in its taxes at the 

e you received this later $1,000 fee ? 

FinneGan. I would say that your suggestion on that is not 


Mr. DeWinp. Whiy is it not correct 
Mr, Finnecan. For this reason, that if I did know that they 
re delinquent in taxes, it still would not have anything to do 
the arrangement of my $1,000 fee with Mr. Abramovitz, who 
vas handling real-estate operations for. 
~y DeWrnp. That is an interesting statement, but I don’t see 
t bears on the question of whether you knew or did not know. 
Mr, FinneGan. It bears with my answer to your question for the 
poses of assuming that I was taking this $1,000 when I knew 
t whee had a tax li: ibility. 
DeWinv. Iam asking you did you not clearly know there was a 
liability unpaid ? 
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Mr. Finnecan. As I told you before. I didn’t recall that situatio 
because it had been turned over to the field and I thought that the 
was a field operation. 

Mr. DeWinpv. If you had known of the delinquent tax Habilit 
of Karol Kell and Mr. Abramovitz, would you have accepted thi 
fees / 

Mr. Finnecan. Under the circumstances, it had no connectt 
with any tax matter and I felt as an attorney I was entitled to 1 
compensation on the real-estate operation that I was operating W 

Mr. DeWinxp. You would have felt no hesitancy in accepting ft 
Prom cle linquent taxpavers ¢ 

Mir. Finnecan. I could 
b | { \ 

DeWinp. Now, Mr. F 
t makes it difficult 
nk that I will tal! . 
I don’t mea to be rude or al 
Now, It See} ito vou. i x 
‘you to represent ‘delin quent taxpayers 
sentation 
Now ai e th Hestion clarify for vou, 
he t ivpayel was ce 
but if | had rey 
Thiet’, | would sul 


rare speak 


Maple wi 
vrettl 


( 


in a posi 


tf was fortm 
eting that Fa 
{ he amv 


Mr. Curtis. 

Mr. Finnes . Vi ni mab ited buildine. 1 now I thi 
Is, Ol | Waeine ‘al ; nave he building Or soli drug COllyp 
have the building in St. Louis, or Maplewood, which is just a sul 
of St. Lou 

Mr. Curris. When was that / 

Mr. Finnrean. Well, for dates, now, I would have to say that 


hat. It w 


would have to be in 19149 or 1950. or somethu a like t 
1949, T would say, the latter part of 1949, and L would not know 
dates. 

Mr. CURTIS. To whom was it sold ? 

Mr. Finnecan. It was sold to a firm of contractors there and t 
was the arrangement we made, and we went to the bank and we 
down and arbitrated the sales pl Ice, and back and forth. and Fat 
Dempsey was chosen by both sides to be the person who would s 
and decide what should be paid. 

Mr. Curtis. By whom was it sold? 
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ALLO Mr. Finnecan. Sir? 
the Mr. Currts. sv whom was it sold ? 
oe Mr. Finnecan. It was sold by Abramovitz and a man by the name 
ilit of Thompson, who was in there in his building organization with him. 
thi Mr. CURTIS. Did you make any book ent ry ot those services 4 
Mr. Finnrean. As far as my returns were concerned. 
cure Mr. Curtis. No: any books of original entry in the law office. 
01 Mr. FinneGan. You mean the operation of my work ? 
wit Mr. Currts. Yes. 
ri Mr. Finnegan. No; I never keep any operation—of specific items 


; of performance of duties, Vou Tie an ¢ 
x | Mr. Curris. Yes. 
Mr. FInnecan. No. 
\ Mr. Curtis. That is all. 
i Mr. DeWinp. Now, in fact, in this situation. Mr. Finnegan. the 


| nite | stutes (rove! hient din pear the period that you were collector 


of internal revenue did not receive the taxes owing to it by Karol Kell 
} or by Mr. Abramovit r: is that correct / , 
ee Mr. Finneoan. Well, IT would not recall any of that situation at all, 
| menn as to your t ilk ng whether or not they vot the tuxes, and | told 
tl, vou that was a part of the field’s operation, and we left that up to them, 
ut nd to the supervisors who made our routine check every 6 months 


e] we would go. 
mat Mr. Dy Winp. At the time that vou took off your hat as collector and 
became Law ver IK hnhnegan, Vou felt that vou should get pa ad without 


th revard to whether the United States Government for wliu 1 you were 
collector got paral ¢ 
Mir. Finnecan. | wouldn't sav that that is true. and I think that the 


formation on t| aT ¥ ould Deus tothe supervisors of Wi\ olli © T¢ 1] Vou 


Dpewt the perforn mce of our ofliee. ill d to show w hie her or not we 


ve did not rate up with one, two, three, and four in the country. 

~ | Mr. DeWinp. Isn't it a fact that, as collector, you received payment 
of your fees while, up to the time you stopped being collector, the 
UI United States had not received its taxes from these people ¢ 

Mir. Finnecan. I don't think that that is true, and that isn’t true at 
’ 


Mr. DeWinp. Youn do not think that that is true. Mr. Ligibel, isn’t 
ta fact, that at the time of Mr. Finnegan’s resignation in April of 
D1, Karol Kell’s tax liability remained unpaid 4 
}? Nir. Ligmpen. Yes, sir. , 
1 Mr. DeWrnp. Isn't it a fact that the tax lability of Mr. Abramo 
(7 remained unpaid at that time ¢ 
Mr. Ligimen. I don’t know anything about Sam Abramovitz. 
Mr. DeWinpb. Do you know about that fact, Mr. Rathert ? 
Mr. Raruerr. Yes, sir. 
Mr. DeWinp. They did remain in part / 


Mr. Rarnerr. There had been some payment, but they stil! remained 
paid, 
{ Mr. DeWinxpn. That was a matter as collector that did not concern 
e ou when it eame in conflict with your ¢ ollecting fees ? 
ul Mr. Finnecan. I don’t think that that isa fair statement of fact by 


=H vou. Mr. DeWind. 


Mr. Ly WIND. Well, 1 did not concern you e1 ough to fir dl out about 
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Mr. Frnnecan. It isn’t a fair statement of fact, because that isn’t 
true, because if I was practicing law and I represented a client befor 
and there was a lot of taxpayers in this community — who still ow: 

preference to 


the United States Government, but we gave no specia 
them just because I represented any of them. 

Mr. DeWrnp. Mr. Ligibel testified that he thought the handling of 
this case was unique, and he could not recall another case that hac 
been handled in just this way. 

Mr. Fixnecan. Well, I will say this to you, that Mr. Ligibel is not 
correct in that statement, that the best information is to bring in tl. 
records of the collector's office and see how many cases have bee 
handled in a similar manner, and not only in my office but in othe: 
collectors’ offices in the country, and this—— 

Mr. DeWtnp. Mr. Ligibel has said in his experience that as deput 
collector he never saw a case handled in this way; and isn’t that right 
Mr. Ligibel ? 

Mr. Licinen. That I handled that way. 

Mr. Finnecan. You would not say that was unique for the whol 
office. 

Mr. Liemex. I did not. 

Mr. DeWrnp. I guess Mr. Ligibel can only testify about his ow: 
experience. 

Now, Mr. Chairman, I think that we will proceed to a different 
matter now, unless there are further questions regarding this aspect 

Mr. Byrnes. Just one thing, if you are going to get into something 
else, Mr. Chairman. 

Mr. Finnegan, you went with the Bureau in 1944? 

Mr. Finneoan. That is right. 

Mr. Byrnes. And remained there until recently / 

Mr. Finnecan. In 1951, until April. 

Mr. Byrnes. Your individual income tax returns for the years 1944, 
1945, 1946, and 1947—to your knowledge, were they ever audited by) 
anvbody ¢ 

Mr. Finnrcan. Well, I know that 1946, 1947, 1948, and 1949 wer 
audited, but I don’t know whether the rest of them were. 

Mr. Byrnes. When were they audited? 

Mr. Finnrean. I would say in 1948, sometime in 1948, the latt: 
part of 1948. 

Mr. Byrnes. Who made that audit? 

Mr. Finnecan. The Bureau of Internal Revenue, Mr. Coy a 
Franklin from the internal revenue agents in Chicago, and I thir 
that I am right on their names, and I know Franklin is right, and 
I think the Coy name is right. 

Mr. Byrnes. Why was it done by the Chicago office? 

Mr. Finnrcan. Why was it done by the Chicago office? I don’t 
know that, and that was done by the Commissioner, and the Co 
missioner did that. 

Mr. Byrnes. Your agent’s office is located where ? 

Mr. Finnecan. In St. Louis, Mo. 

Mr. Byrnes. St. Louis agent’s oflice? 

Mr. Finnecan. Railway Exchange Building. 

Mr. Byrnes. During the normal course of proceedings your returns 
would go to that office; is that correct ? 





O44 


| by 





INTERNAL REVENUE INVESTIGATION 359 


Mr. Finnecan. That is right, and I think possibly all of them were 
audited, and cauilihe here in Washington, 1944 and 1945 were audited 
in Washington, and they used to send all of the returns of anybody 
past $15,000, and they went into here. 

Mr. Byrnes. When did they start that practice? 

Mr. Fixnrcan. Well, then, they stopped it and sent them back 
within the local offices to take them over, the agent’s office, and then 
the collector’s office would take up. 

Mr. Byrnes. We were advised by the Commissioner that the gen- 
eral practice was for returns—individual returns showing an income 
in excess of $8,000 were turned over to the agents for review. 

Mr. Finnecan. That is right. 

Mr. Byrnes. In that area. 

Mr. Finnecan. That is right. 

Mr. Byrnes. And then were turned over to the agent in St. Louis, 
the St. Louis office. 

Mr. Finnecan. That is correct. 

Mr. Byrnes. Did your returns follow a different course, though ? 

Mr. Finnecan. No. 

Mr. Byrnes. Were they sent into Washington / 

Mr. Fixnecan. I don't think so. I think that prior to 1944 the 
returns used to come in, and then thev would « oO back to the local 
agent— ana, Mr. Rathert. do you reme smbe rf 

Mr. Raruerr. Prior to 1944, I do not remember. 

Mr. Byrnes. Your recollection is that it was the Chicago office that 
audited your returns and that that audit was made in about 1948 
covering the vears 1945, 1946, and 1947? 

Mr. Finnerean. I would say 1947, 1948, and possibly 1949, but they 
started auditing them in 1949, or the e: arly part of 1949. 

Mr. Byrnes. The audit was made during 1949, and it covered the 
years 1947, 1948, and 1949? 

Mr. FinneGan. I am sure that that is true. 

Mr. Byrnes. What about vour 1944 and 1945 and 19467 

Mr. Finnecan. I said that was handled by the focal at that time. 

Mr. Byrnes. By your oflice? 

Mr. Finnecan. Yes, sir; not by my office but by the agent’s office. 

Mr. Byrnes. The agent at St. Louis. 

Mr. IF INNEGAN. Yes, sir: and the agent and eappesincni office are 
separate offices, and naturally the agent would take over the returns. 

Mr. Byrnes. Did they ever contact you hothan that period to 
examine your books and records? 

Mr. Finnecan. I would not say that they had in those years, but 
later on. 

Mr. Byrnes. Did they ever, during 1944, 1945, and 1946 audit, ques- 
tion you about any items on your return ? 

Mr. FinnrGan. No, sir: I would not recall any of those questions; 
and I wasn’t questioned, I would say, in those years; ard I wasn’t 
questioned in 1944, 1945, and 1946, I don’t think. 

Mr. Byrnes. So far as you know, the only real audit that was made 
of your tax returns was that which was made in early 1949 covering 
1947, 1948, and part of 1949% 

Mr. Finnegan. They have my 1950 returns yesterday. 

Mr. Byrnes. I understand that. 
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Mr. DeWinp. Mr. Finnegan, when did you first discuss with any- 
one connected with Karol Kell the question of the REC loan appli- 
cation 4 

Mr. Finnrean. When did IT discuss with anybody that ! 

Mr. DeWrnp. Yes. 

Mr. Finnrean. As far as my recollection is concerned, possibly, I 
don’t remember talking about the thing, unless it was with Mr. Gold- 
berg or someone like that. That would be the only person. 

Mr. DeWinp. What did you discuss with Mr. Goldberg ? 

Mr. Fixnnrean. He said. “I was going to try to get an RFC loan,” 
und [said T didn’t think I could help or tat all. 

Mr. DeWtnpn. When did that oceur? 

Mr. Finnrean. T couldn't tell vou on the dates. 

Mir. DeWunp. Where did it oceur ? 

Mr. Finnecan. I would sav in my law office 

Mr. DeWinp. Mr. Goldberg une to 

Mr. Finnecan. I would say “Yes”; t! 

Mr. DeWinp. And discussed with vo 


Mr. I secan. And I told h I po Ny couldn't help him along 
it | and that I knew Mr. Alexande rv well but I didn’t think 
iat TL could assist him in that program at ll. 

Mr. DeWrnp. In fact, however, you did assist, did you not ? 

Mir. FINNEGAN. lc sau “No”: I mean you go ahead then—— 
Mr. DeWtinp. You sav “No,” a ( vou ever call Mr. Alexander / 


Mr. : . ao ne er it ne Mr. Al xanade r. as I told 


Mr. 
\Ir. 


LT will tell you again, t 
ts li ide to me were tia I by Mr. Aln WnovVItZ for ! 


‘ ; 
{ invthing in refer 


tions and had no cor ection \ 


{ 
yore 


any other operations for Mr. Goldl 
Well, now, this Mr. Goldberg in fact paid vou through 
bank account, snd by drawing a cheek, SPOU, whi 

on the ook .e as has been te stified, is travel. entertall 

mal accounting fees, Now, t| at was of Karol Kell. 


] 


ldbere. Mr. Yoder states, told him that that was for lee 
fax a al Rie¢ miatters, And you te tified that Mr. Gok 
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berg came to your office and spoke to you about an RFC loan: a 
Mr. Alexander’s records, it has been testified. showed that you 
phoned Mr. Alexander on two occasions regarding that loan: 
finally Mr. Goldberg said that you represented Karol Kell. 

Mr. FINNEGAN. May ] Wiswel thrrt to say— 

Mr. DeWUnp. Do vou have any expl ination for that series of events / 

Mr. Finnrean. Are you through / 

Mr. DeWinn. Yes. 

Mr. Finnegan. All 1 eht: LT did not represent Karol Kell, as 
told vou before; and they had their own counsel: and I represe! 


} 


r Abramoy Ziht reai-es { operations: ana Nh Goldberg felt 


lose to Mr. Abran tz and could possibly talk to me 
»totry to do something. a litth favor here an l there: and tl 
ason for possibly ang So ae Tee ® Com ANNO. 
DieWinp. Now, | \ Mr. Goldbe rg Know 
represent Karol Kel 

ae Wuwundass. Bi he ki lid not ¢ 

Mr. DeWinp. 'T! 

Mr. Finnncan. 
repre ented Mr. Abn 

Mr. DeWinp. Arn 
Mr. Abramovitz ¢ 

Mr. Finneran, 

Vir. DeWixn. Wi 
lf of Karol | 


T ‘ 
I IinNEGAS \ 


! 
y ao 


Mr. DeWinp. W 
\! 7 


Lm | . 
\Ir. DeWinn. B 
pol 


Mr. Finnroan 


DeWinp 

| I wa 
\ir. Finneroayn. 
loa little favor 


\Ir. DeWuinp. Ad 


ver shortly before t 
rik occurred : ana 

tustic notion that 

fly the REC loan. 

Mr. Frxxvean, Well. as I told you be iad nothing to do with 
‘REC loan, and I do not recall calling them, and all moneys that 
| received, I received | 

real-estate oper: 


DeWinp. If t] 
FinnNEG N. 
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Mr. DeW inp. Excuse me. Did you ever tell Mr. Goldberg that 
you did not represent the Karol Kell? 

Mr. Finnecan. That is right. 

Mr. DeWinp. You told him, “I do not represent Karol Kell”? 

Mr. Finnecan. That I would do what? 

Mr. DeWrnp. Did you ever tell Mr. Goldberg that you did not 
represent Karol Kell? 

Mr. Finneean. I wasn’t asked that question by Mr. Goldberg. 

Mr. DeWrnp. Did you ever tell Mr. Goldberg you performed no 
services for Karol Kell? 

Mr. Finnecan. I was never asked a question by Mr. Goldberg, and 
I never discussed the fact that 1 represented them. 

Mr. DeWinpb. Well, is it your impression that as collector of internal 
revenue, if you received a fee for representation of a client before 
the RFC, that you would be viol: ating any law é 

Mr. Finnrcan. It is my impression that I didn’t represent Karol 
Kell before the RFC or hold myself out as counsel. 

Mr. DeWinv. Now, on the books of your office that you maintained 
in your law practice, how were the checks that you received from 
Karol Kell treated? 

Mr. Finnecan. How were they treated in the office ¢ 

Mr. DeWrnpv. On your books and records. 

Mr, Finnecan. Who they were from? 

Mr. DeWtnp. Yes. 

Mr. Fixnecan. They showed Mr. Abramovitz and Mr. Goldberg, 
so we could keep our record straight. 

Mr. DeWinv. Your records showed that Abramovitz and Mr. Gold 
berg paid you? 

Mr. Finnecan. But Mr. Abramovitz paid me, as far as my records 
are concerned, my own records; Mr. Abramovitz was my client, and 
not Mr. Goldberg. 

Mr. DeWinpv. How did you treat the payments? As payments by 
Karol Kell on your records? 

Mr. Fixnnrean. No. I haven't my records here, but I would say 
they don’t show that. 

Mr. DeWinp. They show payments by Mr. Goldberg? 

Mr. Finnrean. They might show payments by Mr. Goldberg and 
Mr. Abramovitz. 

Mr. DeWinv. Why would you show payments by Mr. Goldberg if 
you never represented him ? 

Mr. Finnecan. Because possibly the checks were made payable, 
as you said, you mentioned before, by Karol Kell, but they were Mr. 
Abramovitz’s payments to me. 

Mr. DeWinpb. Soacheck from Karol Kell or a check from Yosel sent 
to you 

Mr. Finnecan. I wouldn't even know the name of the company, but 
I would take my pencil and when I received a check write down the 
names in pen, and keep my own records, and my own records were 
kept, and I would turn them in just as soon as I finished up the year 
and was ready to make out my return, and that is the way they went 
in, and I would write the name on there. 

Mr. DeW1nv. When you spoke to Mr. Abramovitz about getting 
some money for your work, did Mr. Abramovitz say, “I will see that 
Joe Goldberg sends you some” ? 
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Mr. Finnecan. Well, as far as him talking to me about the fees 
or me talking to him about them, he possibly—1 didn’t know whether 
the fee was coming, and he just sent in the check for the $250, and I 
considered it was a part of it, that Abramovitz was entitled to that 
money. 

Mr. DeWrnp. Isn't it a fact that when you spoke to Mr. Abramovitz, 
that he did tell you in connection with these payments that he would 
vet Joe Goldberg to send you some money ¢ 

Mr. Finnecan. Well, I don’t recall that, but I mean, if it came 
through that source, possibly he mentioned that, or he might have 
mentioned that. 

Mr. DEW rnb. Didn't you testify here that Mr. Abramovitz called 
Mr. Goldberg to get some payments sent to you ? 

Mr. FInneGAN. You are asking me if I made that statement before, 
[ said Mr. Abramovitz had called and said, “I will see that you get 
some money,” and I mentioned Mr. Goldberg’s name; and if I did, 
t isa part of the record, and that could be true. 

Mr. DeWinp. That could be true? 

Mr. Finneaan. Yes, and as I said before, Mr. Abramovitz claimed 
and still claims that Mr. Goldberg owes him quite a bit of money, and 
I think if the records were checked, you will possibly find that. 

Mr. DeW inp. Mr. Rathert has checked the records, and he finds that 
it is the other way. 

Mr. Frxnecan. I don’t agree with that, that that is true. 

Mr. DeWinv. Now, Mr. Chairman, there is a somewhat lengthy 
line of testimony we are about to get into, and we could not finish this 
evening in any event. If it seems desirable to you, we can put over 
the continuation of Mr. Finnegan’s testimony until tomorrow morning. 

Chairman Krve. If there is no objection, the subcommittee will 
now adjourn until 10 a. m., tomorrow morning. 

(Whereupon, at 5:30 p. m., the hearing was recessed until 10 a. m., 
rhursday, October 4, 1951.) 
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TESTIMONY OF JAMES P. FINNEGAN, FORMERLY COLLECTOR OF 
INTERNAL REVENUE, ST. LOUIS, MO.—Resumed 


Chairman King. IT believe vou should be advised. Mr. Finnegan, 
LOT te nied) tely before Vou Is recording | 


‘ thos 


inposes, | felt that you should 


it the center micropt! 
eve, for a pool, for recordin 
OW that that is bene done, 

Mir. bk INNEGAN. You are speaking of both of them ¢ 
Chairman King. That is right. 


Mir. DeWunp. Mr. Finnegan, do you recall the purchase by you of a 


room furniture suite through the National Furniture & Cloth 
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Ir. Finnecan. IT don't reeal! it.1 
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Mr. Finnecan. I don’t recall any purchase of any of that at all, 
because that would be handled possibly by Mrs. Finnegan and not 
by Mr. Finnegan. 

Mr. DeWinp. Now, do you recall turning over to Mr. Goldberg, of 
the Karol Kell Co., $500 in currency in a pac ckage ¢ 

Mr. Finnecan. No, I don’t recall that, Mr. DeWind, and I do not 
recall it at all. 

Mr. DeWinp. Well, now, do you have an recollection that a Mr. 
Nathan Klearman, of the National Furniture & Clothing Co. in St. 
Louis, took Mrs. Finnegan to pick out a dining room furniture suite / 

Mr. Finnecan. I don't recall that at all, Mr. DeWind. 

Mr. DeWtnv. Well, now, did you ever have any discussion with 
Mr. Goldberg about a payment that Mr. Goldberg made to the Na- 
tional Furniture Co., of $641.40, together with your $500 in currency 
which you turned rp to him? 

Mr. ee seg I don’t recall that conversation or statement at all. 

Mr. DeWrnxp. Can you recall any purchase of furniture for your 
home in early 950, Mr. Finnegan? 

Mr. Fixnxrean. Can I recall any purchase ? 

Mr. DeWinp. Did you acquire a new dining room suite in early 
1950 ? 

Mr. Finnroan. I would say that we have had some new furniture 
back and forth in our home, but I couldn't recall. 

Mr. DeWinp. Now, thinking back, do you remember when you 
got that new dining room suite ? 

Mr. Fixnvcan. I could not tell you that. I couldn’t recall those 
dates. 

Mr. DeWrnpv. Well, now, was it late in 1949 that you got it? 

Mr. Finnvoan. I can't recall that, and I couldn’t recall that. 1 
have no recollection of that. 

Mr. DeWinp. Do you remember that you got a new dining room 
suite? 

Mr. Finnecan. I think we have a new dining room suite, but I 
don't remember when it was acquired or anything else, because Mrs. 
Finnegan usually handles those transactions. 

Mr. DeWinp. You have no recollection of how you managed t 
pay for your new furniture ¢ 

Mr. FinneGan. I have no recollection, I said, of the transaction, at 
all. 

Mr. DeWinp. How would you generally pay for furniture pur 
chased for your home? 

Mr. Finnecan. Possibly I would pay by check or cash, whatever it 
happened to be. 

Mr. DeWinp. You have no recollection of paying for this partic- 
ular set for funiture? 

Mr. Finnecan. No, I couldn't tell you right offhand on that. 1 
would have to check, and you would have to give me dates, and | 
could go back and check my records and possibly I could give you a 
little better information, if that was true. 

Mr. DeWinp. Well, I would suggest that you check vour records in 
late 1949 or early 1950. 

Mr. Finnecan. Would you mind giving me a pad there? 

In 1949, did you say, Mr. DeWind? 

Mr. DeWinp. Or early 1950. 
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Mr. Frynecan. I can check pretty rapidly, because Mrs. Finnegan 
happens to be in Washington. 

Mr. DeW inn. Well, will you please check on that? 

Did you ever have a conversation with Mr. Goldberg about the 
purchase of that furniture? 

Mr. Finnecan. I had no conversation with anybody about that. 

Mr. DeWinp. You never talked to Mr. Goldberg about buying some 
furniture ? 

Mr. Finnecan. I did not, to the best of my recollection. I don’t 
know anything about this purchase, but I will be glad to check it and 
find out for you so I can give you the information, if you want it. 

May I ask a question ¢ Was that late 1948 and e: arly 1949? 

Mr. DeWinp. I said late 1949 or early 1950, but you might check 
as to When you did buy that furniture for the dining room. Would 
vou check to see if the cost of that furniture was approximately 
$1,140 ¢ 

Mr. Finnecan. Let me ask you, you say something about a $500 
payment. Do I follow you there? 

Mr. DeWtnp. I asked you if, in fact, you did turn over $500 to 
Mr. Goldberg = that purpose. 

Mr. Frnnecan. That is in a cash payment ? 

Mr. DeWinp. _o" and I asked you if you also knew that Mr. Gold- 
berg paid the balance of approximately S640. 

Mr. Fixnecan. I will give you a report on it this afternoon. 

Mr. DeWinp. Now, Mr. Finnegan, do you remember at any time 
turning over a package of currency containing $500 to Mr. Goldberg ¢ 

Mr. Finnecan. Right at the present time, I wouldn't recall that 
transaction, but it could have happened. 

Mr. DeWinv. It could have happened? 

Mr. Finnecan. But I don’t recall it right at the present state- 
ment [am making to you. 

Mr. DeWrinp. In what connection do you think that you would 
take a package of $500 and turn it over to Mr. Goldberg? 

Mr. Finnecan. 1 think that you ought to remove the word “pack- 
age,” and make it very plain that $500 could be made without “pack- 
ive” statements, 

Mr. DeWinpb. I was asking you, do you remember turning over $500 
which was in fact—just a minute, Mr. Finnegan—do you remember 
turning over a package containing $500? 

Mr. Finnecan. I don’t remember ever h: anding a package of $500, 

t | might have given to Mr. Goldberg $500 in cash, if that is what 
ou want, vou want that clarified. 

Mr. DeWinp. All right, I would like to have that clarified. You 
hink that you might have given him $500 in cash ? 

Mr. Finnecan. That is what I want to clarify in this picture; and, 
ow, your memory can only be so long. 

Mr. DeWixp. All right. Would you have had frequent occasion 
toturn over money to Mr. Goldberg in cash ? 

Mr. Finnecan. Not necessarily, but it might be on a special trans- 
ction, a situation of that kind, and I do not know. That is what I 
im asking you, and you are talking about a package, and I am talk- 

¢ about a transaction of cash. 

Mr. DeWinp. All right, now, you think that you might have turned 
ver $500 in cash ¢ 
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Mr. Finnecan. I might have, ves. 

Mr. DeWinp. Do you think that you might have turned over 3500 
in cash to Mr. Goldberg that was wrapped in paper ¢ 

Mr. Finnecan. I would say that it wouldn’t be wrapped in paper, 
and | would say it would be just the ordinary handling of cash and 
cash money. 

Mr. DeWinp. Now, can vou re all any transaction in which Vou 
were involved, that would have led you to turn over cash to Mr. 
Goldberg / 

Mr. lb INNEGAN. I don’t cet your question, 

Mr. DeWinp. Can you remember any occasion for paying Mr. 
Goldbere cash / 

Mr. Finnecan. At the present sitting, I couldn't: but after vou are 
recalling and bringing up something of the facts of the situation, I 
might be able to refresh my memory this afternoon and maybe make 
a better statement on that situation 
Mr. DeWinp. All right. Well, then, you try lo that. and we 
ll come back to it later. 

Mr. Finnecan. I will be glad to do it with vou, too. 
Mr. Curris. Mr. Chairman, may Task a question ¢ 
Mr. Finnegan, ve sterday you stated that when you took the job as 


Wi 


collector. it We ‘understood you could continue on with your law 
| LSITNeSS, ; 

Mr. Finnecan. That is right. Mr. Curtis 

Mr. Curtis. And I asked you for the name of the individual that 
you had that understanding with, and you said Mr. Hinnegan. What 

to ask now is, What official position a d Mr. Hat hevan hold 

it that 

Mr. Finnegan. LT say he was Commissioner of Internal Revenue. 

Mr. Curtis. In other words, the Commissioner of Internal R 
who was youl Washineton boss ana the at id of the Bureau of l) 


‘venue, 


R | 
BOVE. aihtt Te Ya 


vou authority to carry on your |: 
tice W ile you were a collector / 
Mr. Finneoan. That is true. 
Mr. Currts. Now, cid he give you perimil s10n ‘nter mto any 
other business? 

Mr. Finnecax. What type of busin are vou referring to, Mi 
Curtis / 


\ 
] 
i 


Tl 


\) \ t\ pe. 
I would say yes, and IT would say that 
| niy regular o} eration of my life. and 
Mr. Curtis. What other operations did you have ¢ 
Mr. FINNEGAN. Well. I was repre senting individuals 
estate and other business. 
Mr. Curris. Aside from the legal end of it, vou were in the re 
estate business ? ; 
Mr. Finneoan. TI wasn’t in the real estate business, but I repr 
Iks in the real estate operations. 
‘ris. Have vou ever been in the Insurance business ? 
FINNEGAN. J never have been in the insurance business in . 
if [I think the best evidence is the fact where my insurance s plac 


rt 


ne mit wil how If, as i comes up n this investigation. 
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Mr. DeWinp. Mr. Chairman, I think it would be appropriate now 
to excuse Mr. Finnegan for the time being, if he would remain here 
subject to eall. 

Chairman Kine. You may be excused now. 

Mr. Fixneoan. Thank you, Mr. Chairman. 

Is there any objection to me remaining in the room 4 

Chairman Kine. Do what you like, Mr. Finnegan. 

Mr. DeWinp. Mr. Chairman, I think it would be well if Mr. Fin- 
nevan would be directed to stay in the room. 

Chairman Kine. There apparently is some reason, Mr. Finnegan, 
why vou perhaps should remain in the room, 

Mr. Finnecanx. You don’t mind if [step out for a few minutes ‘ 

Chairman Kina. If vou would like to use the telephone, vou can 

he telephone in the anteroom. 
~Finneoan. Thank vou 
rman IKING. | Mr. Don Kelly | resent mn thi 
Would vou come forward, Mr. Kelly ¢ 
Would vou raise yvour right hand and be swor! 
ar that the testimony you are about to give will 


/ 


hole truth, and { ne but the truth, so help you God 


Mr. Keury. 


Chairman Kine. Be seated, Mr. Kelly. 


TESTIMONY OF DONALD D. KELLY, GENERAL AGENT FOR JOHN 
HANCOCK MUTUAL LIFE INSURANCE CO., ST. LOUIS, MO 


Mr. DeWinp. Mr. Kelly. what is your full 
Mr. Kerry. Donald D. Kelly. 
Mr. DeWinxp. What is your occupation, plea 
Mr. Keury. IT am general age or doln 
Insurance Co. 1 t! eu half * Missou 
Louis. 
Mr. DeWinp. Mr. Kelly, [th 
ition there, it would be well if vou 
vour right and pull it iptothet ble. 
Mr. Kelly, do you know Mr. J. Mart 
Mr. Ketiy. Yes. I d 
Mr. DeWinn. Whi 
Mr. Keniry. In the 
Mr. DeWInp. i 1 


Mr. Kenny. No knowledge at all. 


. De WInp. How long have vo 
aife J irance Co, agent in St. iw 7 

Mr. Kenuy. Since Mav of 1939. 

Mr. DeWinp. Now. an vou re 

ting with Mr. Brodsky ; 

r. Keniry. Mr. Brodsky 

ce to my office, : i ‘The til 1 appheation, h 
incl so hi presented t sa hel i to me. 

Mr. DeWinp. Now, at e, did you 

th Mr. Brodsky ¢ J 


Myr 
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Mr. Ketty. I don’t think that the occasion of the first meeting I 
did, but shortly thereafter I did have a conversation with Mr. Brodsky 
about his plans for the future. 

Mr. DrWinp. At the first visit, Mr. Brodsky simply submitted this 
life insurance application, and you had no extended conversation ¢ 

Mr. Ketry. Not at all. 

Mr. DzWinv. Do you recall when Mr. Brodsky came again to see 
you? 

Mr. Key. I would say it was probably in June of 1949, or July of 
1949. 

Mr. DeWrnp. On this second visit, what was the conversation be 
tween you and Mr. Brodsky ? 

Mr. Ketiy. Mr. Brodsky told me he had some business that he wa 
having examined at the time, and he was going to bring in to us, and 
he talked about the possibilities of doing a lot of business with us i: 
the future. 

Mr. DeW rnp. Did he discuss the nature of the business he hoped 
to do with you! 

Mr. Ketiy. Yes. He told me that he had formed an associatio1 
with Mr. Finnegan in an insurance agency, and at that time ther 
were a great many firms in St. Louis who had tax delinquencies, and it 
was his plan to follow these firms and tell them that they should buy 
insurance to cover these—life insurance on key men to cover these tax 
deficiencies. 

Mr. DeWtnpv. Now, you say that Mr. Brodsky told you he had 
formed a life insurance agency in association with Mr. Finnegan ? 

Mr. Ketiy. He said he had an insurance agency, which I assumed 
covered both life insurance and general insurance. 

Mr. DeWinp. I see. Did he tell you who Mr. Finnegan was? 

Mr. Ketry. Yes, sir. 

Mr. DeWixp. What did he say about Mr. Finnegan? 

Mr. Keury. He said Mr. Finnegan was the local collector, and he 
said that in making his presentation to the prospects, he was telling 
them that he was from Mr. Finnegan's office, and he said, “I mean, not 
the revenue office, but Mr. Finne gan’s: insurance office. He and 1 ai 
in partnership in an insurance agency. 

Mr. DeWinp. Now, just what did he tell you about people who we 
in delinquency on their taxes? 

Mr. Ketry. Well, he told me that there was quite a list of peo} 
who were delinquent, and he said, “I am getting a list of those peop): 
and that is what I expect to follow up.” 

Mr. DeWixp. Who was going to give him that list? 

Mr. Keury. I don’t recall that he told me Mr. Finnegan direct! 
but he intimated it was coming from Mr. Finnegan. 

Mr. DeW inp. Did Mr. Brodsky say anything to you at that tin 
about how these tax delinquencies had been handled? 

Mr. Ketiy. He said that Mr. Finnegan was being liberal in givin: 
these people time to make up their delinquencies, and he was worki! 
with them; and I believe he mentioned that there was an item in t 
St. Louis paper about the same time—I recall reading it after this 
conversation—which said Mr. Finnegan was helping these local firm 
who had deficiencies, to work themselves out of their trouble. 

Mr. DeWrnp. Now, in that connection, he indicated that he thought 
those people would be ready customers for insurance ? 
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Mr. Keury. Yes, sir. 

Mr. DeWrnp. Well, now, did he say why he went into this with you? 

Mr. Kriry. Why he came to my office? 

Mr. DeWrnp. Yes. 

Mr. Ketiy. No, I have no idea. 

Mr. DeWinp. Did he ask for any help in contacting these prospec- 
tive customers ¢ 

Mr. Ketvy. He asked for help in getting figures together on some of 
the proposals that he wanted to make. 

Mr. DeWrnp. Did he request that a salesman be sent out with him 
to work on these cases ¢ 

Mr. Kery. I think he asked that my brokerage manager help him 
in writing some applications, but in no manner was he to do any of the 
selling, and it was to complete some of the technical details of the ap- 
plication. 

Mr. DeWinp. Mr. Brodsky had indicated to you he was just getting 
into the insurance business, ts that right ¢ 

Mr. Keuiy. He said that he had been in the insurance business for 
several years on a part-time basis, and he had handled the insurance 
for his family’s firm, but he had left the firm and he was going into 
the insurance business on a full-time basis in this partnership. 

Mr. DeWtinp. Do you recall, Mr. Kelly, whether Mr. Brodsky men- 
tioned the names of any of the prospect ive customers that came from 
the list Mr. Finnegan gave him / 

Mr. Ketry. He did not, to me, as IT recall, at that time. 

Mr. DeWinp. Well, do you remember his mentioning to you, then 
or later, the Harrison Lumber Co. ? 

Mr. Keury. I recall him mentioning the Harrison Lumber Co., 
saying he wanted our group manager to work with him on it, and he 
thought he could sell some group insurance. 

Mr. DeWinp. Did he mention that the Harrison Lumber Co, was 
behind in its tax payments ¢ 

Mr. Ketiy. Not to my recollection. 

Mr. DeWinp. Did he say this was one of his names he had obtained 
from Mr. Finnegan ¢ 

Mr. Keviy. I do not recall that directly; no, sir. 

Mr. DeWtnp. Do you remember his mentioning the Valley Steel 
Products Co. ? 

Mr. Ketxiy. I remember him bringing some business in from the 
Valley Steel Co., and I do not recall that he had mentioned it to me 
in previous conversation, but I recall that he brought in an appli- 
cation, 

Mr. DeWinxp. What was that application, do you recall ? 

Mr. Keiiy. That was for 10-payment life policy, and I don’t recall 
the exact amount of it, and my brief case is downstairs, but it was for 
10-payment life, and the premiums were to be discounted in advance; 
as I recall, we received checks totaling about $25,000. 

Mr. DeWinp. Was the Valley Steel Products one of the names that 
he said Mr. Finnegan had given him? 

Mr. Keuiy. Yes. 

Mr. DeWinp. Did any insurance applications for the Harrison 
Lumber Co, ever come into your office ¢ 
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Mr. Kenny. No, sir 

Mr. DeWinp. You have mentioned one application for imsurance 
from the Valley Steel Products Co. 

Mr. Keuny. Yes, sir. 

Mr. DeWinp. Which was involving total premiums of approxi 
mately 825.000 4 

Mr. Keury. Yes, sir. 

Mr. DeWinp. Did any other applications come mn? 

Mr. Kenny. An application, you mean, from the Valley Steel / 

Mr. DeWinp. Yes. 

Mr. Keory. I understand that two or three of the top executives 
were examined by the doctors, and found that they would not pass for 
nsurance, so we didn't receive the a plications, but we did receive 
who | belleve was the treasure) 
Mr. ay WIND. Wasn't Mir. NMIuennie really the bookkeeper of that 


/ 


one app! eution on Philip Muennig 


rm 
Mr. Keniry. Well, it was my impression he was in a rather minor 

capacity; that he wasn't a top executive at all 

Mr. DeWinp. Ina rather minor capacity 

Mr. Kenny. Yes, sir. 

Mr. DeWinp. Do you recall who the beneficiary of the imsurane 


/ 


was to he 
Mr. Keery. The Valley Steel Co... and they made the application 
Mr. DeWiunp. So the \ illey Steel Co. was taking out a $30.00) 
pol eyvon amino employee of the firm: is that right ¢ 
Mr. IX) Lt.y That riertit. ‘| he ren ark wits mace nut the time, | 
believe Ly Nii brodsky, th il they hac to vo prety ne down the li i 
before they could get somebody imsurable. 
Nii ay WIN». | see Now. who wa the first man they tried mn the 
firm 4 
Mr. Keury. The president. 
Ir. DeWunp. Was His hame Mr. Fleischman ? 
Mr. Kevry. That was right. 
Mr. DeWinp. What was wrong with Mr. Fleischman ? 
Mr. Kenrvy. I don't know. It was a medical, and it never ov 
ek and Iw yu t told he was not isurable. 
Mir. DeWinp. Then did ‘vy try another official of the ti 
Mir. Kenny L believe thev cid. 
Mir. DeWunp. Do you remember who he was? 
Mr. Keory. No. sir. I didn't get the name, or 
recall it. T have the impression that three men were considered fit 
before they got down to Mr. Muennig. 
Mr. DeWinxp. Did they ever trv to insure a Mr. Crancer? 
Mr. Keiry. No application came in, and they may have had h 


cit 


to a doctor. 

Mr. DeWinp. Do vou recall the name of Mr. Crancer ? 

Mr. Keuny. No, sir. 

Mr. DeWinp. Now, Brodsky said to you that thes had to go pretty 
far down the line to find somebody, and did he say anything mor 
about mit. and was he dlisappo ! ted they hard to £0 so far dow 
the line 

Mr. IX LLY. Yes, sir. He had hoped to get more of the offic *} 
insured than Mr. Muennig. 
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Mr. DeWinv. Now, when Mr. Brodsky came in with this applica 
tion, did he submit a check for the total premium on the 830,000 policy UY 

Mr. KELLY. Yes, sir. The check totaled some S235.000, issued by 
the Mutual Bank & Trust Co. 

Mr. DeWinp. I think the precise amount was $23.886.5 

Mr. Kenny. That sounds like the amount. 

Mr. DeWinp. That was a check drawn on the Mutual Bank & Trust 
Co. of St. Louis # 

Mr. Ketry. That was my understanding: ves. sir. 

Mr. By Winp Did that payment COtlst tute the tot 
ments on the polies pple | for? 

Mr. Keuiy. The fi year’s premium, and 9 d 
and it Was a L0-pa ne! ife, so that would pay 
Mr. DeWinp. | 
u learn that ther 


Mir. IKCenry. 


aavitl 
predlill ! ii tf 
I 

, 


Wi ule he control cl 
money down against 


vance prenitin 

Mr. DeWinp. Was 
the loan ¢ 

Mr. Keutry. The 
assigned until issu 


ey WIN! 


vo Ci C3 ( 


Mr. Kru) | 


= . 
cLliat ft uve a photo 


DeWinp, N 


inpiLy. | 

den. Lo was told 

Mr. DeWinp. Did know e reach \ ] tha ley Steel Prod 
ucts Co. was In poor financial shape ¢ 

Mr. Kenny. All that I had underst \ hat thev had a tax 
delinqueney, and that 1 didi know tha » be kr il ed to be iil't that 
the papers were correctly executed fe ( : 

Mr. DeWinp. Now, do vou know \ porti f this premium had 
been loaned by the bank ¢ 

Mr. Ketry. I only know that when we declined the applicati . and 
we made a check payable to the bank for the entire an int, Mr. 
Brodsky brought that chee k bac lib oflice itl ask “| nat two 
checks he issued, one for, I believe, SiA00 to he prey ible d rectly to 
Philip Muennig, the insured, and the balance of $22,000 and something 
should be payable Lo the Mutual Bank. 
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Mr. DeWrnp. Would the amount of the check to the bank be 
$22 4007 

Mr. Keury. If that was correct, I think it was: $22,000 something. 

Mr. DeWinp. And then the balance for the check to Mr. Muennig 
would have been $1,486.37 7 

Mr. Kerry. That is . 

Mr. DeWrnpv. You said, as I understand it, that Mr. Brodsky speci- 
fically requested that the first check which was prepared, covering the 
total premium, be recalled and that two checks be issued ¢ 

Mr. Keuty. That is right. 

Mr. DeWinp. Was that an unusual thing? 

Mr. Keiiy. That is very unusual, and I was not in the office at the 
time, and my cashier issued the two checks, and we were protected, 
because we had a release from the corporation for the entire amount of 
the premium. 

Mr. DeWtnp. Mr. Kelly, I have here a check of the John Hancock 
Mutual Life Insurance Co., St. Louis, Mo., drawn on the Boatmen’s 
National Bank of St. Louis, and it bears at the top of the check, 
“Donald D. Kelly, General Agent, Suite 1608 Chemical Building, 721 
Olive Street, St. Louis, Mo.,” and the check is to the order of Philip 
Muennig for the sum of $1,486.37, and there is written on the check, 
“In heu of check No. 4922 for total refund of binding receipt for 
Philip Muennig,” and the check is signed by Louis Bowles, agency 
cashier. Is that the check that was issued in refund of the insurance 
policy applied for by the Valley Steel Products Co. ? 

Mr. Ketriy. Yes, sir 

Mr. DeWtnpb. Mr. Chairman, for the record, I would like to note 
that on the back of this check is the statement, “Please endorse here 
and collect promptly,” and below that is the signature of Philip 
Muennig, and there is then a stamped endorsement upon the check of 
the Mutual Bank & Trust Co. of St. Louis: and also I would like to note 
for the record that the check is dated August 5, 1949. 

Chairman Kine. If there is no objection, that will be done. 

Mr. Kean. Could Task a question, Mr. Chairman ? 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. Was that sum of $1,400, and whatever cents it was, the 
amount which, if the transaction had gone through, would be the 
commissions that Mr. Brodsky would have received ¢ 

Mr. Ketriy. That is approximately the amount that would have been 
paid to him over a 10-year period of time, and he would have received, 
as I recall, about $700 the first year commission; and although the 
premiums were discounted, we don’t pay commissions until the prem- 
iums are earned, and so it would have taken 9 more years before ei. 100 
and some would have been received. 

Mr. Kean. Thank you. 

Mr. DeWinp. While the application for this policy was pending, 
Mr. Kelly, did Mr. Brodsky speak to you about it? 

Mr. Kerry. Not that I recall. 

Mr. DeWinp. Well, do you recall Mr. Brodsky speaking to you 
about an advance on the premium ? 

Mr. Ketiy. Yes; I beg your pardon. He did speak to me about 
an advance on the premium, just a day or so after bringing this appli- 
eation in, and which indicated to me the man would not be insurable, 
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and he wanted me to pay him $700 and some commission, and as a 
matter of fact, he asked me to send a check to Mr. Finnegan for S700. 

Mr. DeWinp. That would have been approximately the full first 
yeal *s commission / 

Mr. Ketriy. The first year’s commission, yes, sir. 

Mr. DeWinp. You say that he asked you to send that commission 
to Mr. Finnegan ? 

Mr. Keury. Yes, sir: and he said Mr. Finnegan was in Washington, 
and he was very insistent that should send S700.) And, well, Iam not 
in the habit of paying commissions until they were earned, and I didn’t 
think that the application would go through anyway, and I told him 


that I couldn't doit. And he then asked me and insisted that I write 
to Mr. Finnegan and tell him that it was not possible to pay him $700 
ist at that date. I asked me to write to him at the Mavtilower, and 


as I recall, it was the early part of the week. And I wrote to Mr. 
Finnegan and said that Mr. Brodsky had brought an application in 
and it had not been approve dat the home office. and it m ohyt be a week 
or 10 days before we would get final action, if we got final action: and 
I therefore was not in position to pay him $700 on Mr. Brodsky’s 
account as requested, 

About a week later, the letter was returl ed to me with the stamp, 
rubber stamp, on the outside of it, “Not registered at the hotel.” 

Brodsky called me about that time, and wanted to know if I had 
heard from Mr. Finnegan, and I said the letter was returned, and he 
said, “Well, let me have the letter, will you?” And I said, “No; I have 
destroyed the letter.” and I destroyed the letter and envelope and the 
carbon Copy, be ‘ause! didn't Want to @ive se mething like that to Mr. 
Brodsky. 

Mr. DeWinp. Mr. Brodsky called and asked to get ahold of that 
letter ? 

Mr. Ketry. Yes; he was very anxious to get ahold ot 

Mr. DeWinp. He was very anxious to get ahold of it / 

Mr. Keury. Yes. sir. 

Mr. DeWinp. Why did you think, Mr. Kelly, that this insurance 
application would ultimately be denied ¢ 

Mr. Kreiiy. My recollection was that there was hypertension or 
high blood pressure, 

Mr. DeWtnp. Did that appear from something on the face of the 
application ? 

Mr. Keiry. It appeared on the medical examination, as I recall. 

Mr. Di WIND. Were vou anxious, Mr. Kelly, to obtain this insurance 
business from Mr. Brodsky ? 

Mr. Keiiy. No, sir; I was not, and I didn’t want any part of it. 
But we deal with brokers, and most of my business comes from bro- 
kerage. Ifa man is licensed in Missouri as a broker, I have been told 
by my attorneys that I practically have to accept the application. 

Mr. DeWinp. Did you have any conversation with your brokerage 
man about the problem / 

Mr. Keuiy. Yes, sir. 

Mr. DeWinp. What did you say to him about it? 

Mr. Keiriy. I told him, I said, *We have to give any figures or give 
applications to anybody who is licensed, but I don’t care to have any 
more business come through if I can avoid it.” 





376 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinv. Well, now, did the fact that Mr. Brodsky pressured 
you to send the advance premium to Mr. Finnegan. did that con 
tribute to your lack of desire to have this business ? 

Mr. Kerty. Yes, sir: when he did that. then I w: as entirely through, 
and I didn’t w: oa any more to do wi ith it if I could he ‘Ip it. 

Mr. DeWinv, Can you recall just what Mr. Brodsky did say to you 
about Mr. 2 hnegan ’s desire to cet this advance commission 4 

Mr. Keiiy. Well, he indicated to me that Mr. Finnegan was verv 
anxious to get STOO, and he was in Washington, and he was expecting 
the money: nd he . “7 have rot to vet it to him.” A ul I snid, 
“Well, ; to ne to pay vou a Commission o1 nil 

” | | sisted, t 
»ToO Nh | 


ltol 


mond for the next 


\] -MOND. Margaret Desmond 
Mr. DeWinp Miss Desmond. 
\I Desmonp. Not now: no. s 
Mr. DeWinp. Have you 


eran / 

Miss Dresmi 

Mr. DeWwp. Ih 

Miss DesmMonp. As his secretary. 

Mr. DeWinp. When was that termination, or when was your 
} loyment terminated / 

Miss DESMOND. When Mr. Fis nevan left the office of the collector 
of internal revenue. 

Chairman KING. Will you speak up a little louder, if you can, Miss 
Desmond ? 

Miss DesmMonp. I have a cold. 

hairman Kine. Do the best you can, 

Miss DesMonp. Yes, sir. 

Mr. DeWinv. Did I understand you to say, Miss Desmond, that 
you stopped working for Mr. Finnegan when he left the collector's 


oflice / 
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Miss Desmonp. Yes, sir. 

Mr. DeWinpb. Was that in April of this year? 

Miss Desmonp. Yes, sir. 

Mr. DeWinp. For how long had you worked for Mr. Finnegan be- 
fore that ? 

Miss Desmonp. Well, I worked for Mr. Finnegan from 1933 until 
the end of 1942, and then I went in the collector of internal tevenue 
oflice in December of 1943. and Ay ume in there, th :. he came in 
there is collector in April, and | believe it wu ! I latter 

April or May I was transferred from the employment tax 
sion over to his secretary. 


Mr. DeWinp. Are you still employed by the oflice of the coll 


collector 


at 


ef internal revenue in St. Louis? 
M ss Di SMOND., Ye . SIT. 
Mr. DeWinpb. M ss Desmond, do you know Mr. .J. irtin Brodsky ? 
Miss Desmonp. Yes, I do. ; 
Mr. DeWinpn. Can \ recall when you first met Mr. 
Miss Desmonp. Well, in 1935 or 1936, IT wouldn’ 
Mr. DeWinp. But ve know Mr. Brod 
ior a great many years 
Miss Desmonp. Yes, sir. 
Mr. DeWinp. Probal yi t lo ye: 
Miss Desmonp. Ye 
Nir. DeWiunp. ( 
ff Brodsky ¢ 


Drsmonp. W 


is e al I 
have Martin 
and Marti 


11? ‘ ] 
yvounhe boy, iv Oo! 


1) isky visit Mr. 
ecto lice, frequi 
bites Tiensentet Mok the onli 
Mir. 1); Winn. ) 1 le collect 
Miss DesMonp. lon t ever remem! 
lector’ 
EWUND. ve remember hin 
sMOND. He used to drop in 
cutting attorney's oflice frequently. 
Mr. Di haga Now, do you reeall having ; Is Mr. 
ree August of 1949 concerning the opening of a bank account 
the Miu oath Maia X — Co. in St. Louis ¢ 
Mi; S ‘etna ae Yes, sir. 
Mr. DeWinp. Will you hee te] 
Jesmond ¢ 


\ iss DESMOND. Mr. I nnevan was out of 


l 


brodsky ealled me and told me that 


cr il checking 16 


weean about Opel ! 
1 


Mr. Finnegan svevested that IT b 


‘that they suggested this, that Mr. Brodsky 
account to protect Mr. Finnegan's fee, who 
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Mr. Brodsky in a divorce proceeding, so when Mr. Finnegan called me 
that day Lasked Mr. Finnegan over the phone, and he said “Yes,” and 
he said that they felt it was the only way Mr. Finnegan would receive 
his fee, and also Mr. Brodsky’s family suggested that Mr. Finnegan 
do something about protecting his fee. And so then Mr. Brodsky 
bronght up the signature cards to the office and I signed them. 

Mr. DeWinv. Now, do you recall the name of that account? Was 
the account carried in the name of the Dudmar Insurance Agency ¢ 

Miss Desmonp. I don’t remember, and I never did see the bankbook 
or, in fact, I never went down to the bank until they decided to close 
the account out. 

Mr. DeWtnp. Well, now, what signatures were required on checks 
drawn against that account ? 

Miss Desmonp. Well, I don’t recall. T imagine mine and Mr. Brod 
sky’s or Mr. Finnegan’s and mine, and I can't remember. 

Mr. DeWinv. But your recollection is that two signatures were 
required, 

Miss Dresmonp. I believe it was. 

Mr. DeWinpv. Did I understand you to say that there was a legal 
fee to be protected by the device of opening an account ¢ 

Miss Desmonp. Sir? 

Mr. DeWinpv. Did I understand you to say that the purpose of this 
account was to protect a legal fee of Mr. inne gan? 

Miss Desmonp. Yes; in a divorce proceeding. 

Mr. DeWinv. Did Mr. Finnegan handle many divorce cases? 

Miss Desmonpv. No: I believe it was the very first one, because Mr. 
Finnegan didn’t like divorce CUSeS, and especially one that would be 
contested. 

Mr. DeWinp. So far as you know, this was the first divorce case 
that Mr. Finnegan ever handled ¢ 

Miss Dresmonp. Yes, sir. 

Mr. DeWinp. Was it the last that he ever handled, to your know] 
edge ¢ 

Miss Desmonp. To my knowledge, yes, sir, and I never did work 
in Mr. Finnegan's law office, and I would not know all of the cases 
that went in there. 

Mr. DeWinp. But this particular matter did stick in your mind / 

Miss Desmonp. Yes, sir. 

Mr. DeWinv. Do you recall, Miss Desmond, what was the amount 
of the first deposit in that account ? 

Miss Desmonp. I never did see the deposit, and I didn’t know how 
much was in the account or anything. 

Mr. DeWinp. Well, do vou recall what checks were drawn against 
the account. and to whom they were drawn ? 

Miss Desmonp. I think the only checks drawn against the ac 
count was when the account was closed out, and I believe I can re- 
member that they were both made payable to the Mutual Bank & 
Trust Co. 

Mr. DeWinpv. Do you know, did Mr. Finnegan owe money to the 
Mutual Bank & Trust Co. at that time? 

Miss Desmonp. I understand he had a loan there, and I don’t 
know how much. 

Mr. DeWinp. Well, were these checks drawn on the account used to 
pay off or reduce that loan? 
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Miss Desmonp. Yes, sir; at least they were made payable to the 
Mutual Bank & Trust Co. 

Mr. DeWinp. You think there were two checks of $500 each ? 

Miss Desmonp. Well, I don’t—I didn’t recall the amount until 
I was shown the checks in the grand-jury room in St. Louis, and I 
still can’t remember now just exactly the amount of the checks, but I 
believe they were S500 and Lam not positive. 

Mr. DeWinp. Do you remember about what was the total amount 
that ever went into that account? 

Miss Desmonp. No; I do not. 

Mr. DeWinp. Well. now 

Miss Desmonp. I don’t think it was in effect very long. 

Mr. DeW Nb. Do vou think the only deposit to that account was 
the check or ce posit of SLAS6.37 ¢ 

Miss Desmonp. | would not know. I never saw a deposit slip, and 
I never saw a bank book. 

Mr. DeWinvp. Did you ever sign any checks drawn on the account ? 

Miss Desmonp. I believe the only two were the ones when I went 
down to the bank with Mr. Brodsky to close out the account, 

Mr. DeWinp. Would vou recall, Miss Desmond. whether most of 
the money that was deposited in that account ultimately went to Mr 
Finnegan, that is either directly to Mr. Finnegan or to pay off his 
loans at the bank ? 

Miss Desmonp. I don’t know that any went directly to Mr. Finne 
ean: all T remember is eoing down there and signing the checks with 
Mr. Dre dsky, and | believe that both cheeks, ana ] think there were 
only two checks anal | am not positive, were mace pavable to the 
Mutual Bank & Trust Co. 

Mr. DeWinp. Now, when did you and Mr. Brodsky go down to 
the bank to close out this account ¢ 

Miss Desuonp. I don’t remember the exact date. but I believe they 
told me in the grand jury it was some time in September, and I don't 
know, or October, and | can’t remember, and I don’t remember the 
exact date that the account was opened, but I believe it was only a 
few weeks, 

Mr. DeWuInp. Dic vou receive any money from that necount 4 

Miss Desmonp. No, I did not. 

Mr. Dy WIND. Did Mr. Brodsky pay you any money at the time 
you closed out the account ¢ 

Miss DesmMonp. Sir? 

Mr. DeWinp. Did Mr. Brodsky pay you any money at the time you 
and he closed out the account / 

Miss Dresmonp. No, sir, he did not. 

Mr. DeWtxp. Do you recall Mr. Brodsky paying you about $168 
for expchses that vou had ineurred 4 

Miss Desmonp. I was not paid $168 by Mr. Brodsky. 

Mr. DeWixp. Did you act as a secretary for Mr. Brodsky on Satur- 
days ¢ 

Miss DesMOND. Well. I went down to help him out when he started 
this law business, or this insurance business. and he was going back 
and forth to Kansas City. mn his divoree litigation. and he asked me 
would T mind coming down a couple of Saturdays and let him get 


caneht up on some of his correspondence, and T said “no.” 
Mr. DeWinn. Did Mr. Brodsky pay vou for that work ? 
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Miss Desmonp. He gave me a gift from time to time. 

Mr. DeWinp. Did Mr. Brodsky have another regular secretary ¢ 

Miss Desmonp. Yes, sir: I believe he did. 

Mr. DeWinp. Well, when you went down to the insurance agency 
to work, Miss Desmond, weren't you protecting Mr. Finnegan’s inter- 
ests there / 

Miss Desmonp. I would not say I was. 

Mr. DeWinvp. Well—- 

Miss Desmonp. [I don’t think Mr. Finnegan had any interest in the 

surance business. 1 went down just as a favor to Martin, to help 

im out. because hie Was rubhninyg beng k and forth bet ween Kansas City 
mid St. Li iis. 

Mr. DeWinp. But vou did know, did vou not, that cheeks on that 
account had beer applied to Mr. lf inneg ins loan at the Mutual Bank & 
Trust Co. ? 

\l Desmonp. Well. I imagine it was Mr. Finnegan’s fee, and he 


| 
he | 


nid dowiththel loneyvy Whatever he felt like. 
Mir. De WurInp. Well. n mw, if that was the situation. Miss Desmond, 
whiy clo vou Suppose Mr. Finnegan's fee ust was hot pai to him 
directly 

Miss Desmonp. I don’t know. I never gave it a second thought. 

Mr. De WuInp. Doesn't if seem a little strange that Mr. Finnegan's 
fee had to be kept ma j0 nt bank account with you, Mr. Brodsky, and 
Mr. Finnegan / 

Miss Dresmonp. Well, I never gave it a thought then, but when you 
th nk it over, if doesn't “Cer ON thy right. 

NIr. DeWinp. Do you know of any other fees that Mr. Finnegan 
handled in that fashion / 

Miss Desmonp. No: I do not. 

Mr. DeWinp. Do vou recall, or do you recall that the name of the 
account was the Dudmar Insurance Agency ¢ 

Miss Desmonp. I can't remember. 

Mr. DeWinp. Well, do vou recall that Mr. Finnegan’s fees for legal 
services generally went through his oflice, his law office / 

\l Dresmonp. Well, Limagine they did and [never paid any atten 
tion hat went on in his law office. ‘ 

Mr. DeWinp. You never saw any fees for Mr. Finnegan’s law work 
in this fashion, involving vou ¢ 

Miss Desmonp. No: I did not. 

Mr. DeWinp. You said that at the time this account was opened, 
Mr. Finnegan was out of town. 

Miss DesmMonp. Yes, sir. 

Mr. DeWinp. That was in August of 1949. 

Mis Desmonp. L don't know exactly the date the account Wwa 
opened. 

Mr. DeWinp. Do you recall when Mr. Finnegan came back to town 
that he talked to vou about this joint bank account ¢ 

Miss Dresmonp. I never for a couple of weeks, and he decided then, 
| euess he thought it over. and decided he had better or it wasn’t such 
a good arrangement after all. 

Mr. DeWinp. What did he say to you about it ¢ 

Miss Desmonp. He just told me that he thought Martin and I would 
co down and close out the account, and that was all. 
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Mr. DeWinp. Isn’t it a fact that when this bank account was opened, 
Mr. Finnegan was in St. Louis / 

Miss Desmonp. No: Lam pretty sure he wasn’t. 

Mr. DeWINb. Doesn't his name appear on the signature cards for 
the account / 

Miss Desmonp. I don’t know. 

Mr. DeWinp. Do you remember the signature card for the account 
was presented to you to sign ¢ 

Miss DesmMonp. Yes, sir. 

Mr. DeWinxvp. And Mr. Brodsky signed it. 

Miss DESMOND. Yes, sir. When l signed it, mine was the first 
signature that went on. 

Mr. DeWinv. So far as you know, Mr. Finnegan's signature was not 
on there ?/ 

Miss Desmonp. I didn’t see the signature. 

Mr. DeWtnpn. Do you remember when it did get on the card / 

Miss Desmonp. No, 1 do not; maybe when Mr. Finnegan came back, 
and I don’t know. 

Mr. DeWinv. Now, in September when Mr. Finnegan talked to 
you about the account, did he tell you that it was not a good idea to 
have this joint account ¢ 

Miss Desmonv. He thought it was not a good idea to have it, and 
he wanted to suggest that it be closed out. 

Mr. DeWinv. Did he instruct you then to get hold of Mr. Brodsky 
and go down to the bank and close it out ¢ 

Miss DesmMonv. Well, I imagine he instructed me, and I don't recall 
his exact words. 

Mr. DeWinp. Now, when checks were drawn on this account. Miss 
Desmond, did you always have Mr. Finnegan’s instructions to sign 
the check / 

Miss DESMOND. Well, | don't think any checks were drawn on that 
until it was closed out. 

Mr. DeWInp. Well. I thought you mentioned two checks for SHOW) 
each ¢ 

Miss DESMOND. I think that was the day we closed If out, and I am 
not sure. 

Mr. DeWinp. Mr. Chairman, for the record, may I indicate or 
have it show that on August 10, 1949. a check without number in the 
amount of $500 was drawn payable to the Mutual Bank & Trust Co., 
signed Dudmar Insurance Agency, J. Martin Brodsky and Margaret 
A. Desmond, and that on August 15. 1949. a check for 8300 without 
number was drawn payable to the Mutual Bank & Trust Co., signed 
Dudmar Insurance Agency, J. Martin Brodsky and Margaret A. Des- 
mond, and that on September 2, 1949, an unnumbered check in the 
amount of $686.57 was drawn payable to cash, the check being signed 
Dudmar Insurance Agency, J. Martin Brodsky and Margaret A. 
Desmond ? 

Now, do you recall signing those checks ¢ 

Miss Desmonp. Well, I saw them in the grand-jury room and it was 
my signature, but I don’t recall the days they were drawn, and I can 
remember—I thought they were all on the same day, and IT wasn't 
sure, 

Mr. DeWinp. Now, can vou recall whether or not Mr. Finnegan 


instructed you to sign those checks ¢ 


Moo > —pt. I 25 
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Miss Desmonp. No: I cannot recall. 

Mr. DeWinp. Would you have signed such a check without his 
instructions ¢ 

Miss Desmonp. No; I guess I would not. 

Mr. DeWinp. That is, if Mr. Brodsky came to you and said, “Here, 
sign this check,” you would not have done it without clearing it with 
Mr. Finnegan? 

Miss Desmonp. Unless it was going on the loan at the bank, I 
would not. 

Mr. DeWinp. Now, you knew about the loan at the bank, then ‘ 

Miss Desmonp. I didn’t until they told me about it, and I didn't 
know Mr. Finnegan had a loan at the bank. 

Mr. DeWinp. Then—let me understand it—under no circumstances 
would you have signed this check that Mr. Brodsky asked you to sign 
unless you cleared it with Mr. Finnegan; is that correct / 

Miss Desmonp. Well, I believe so. 

Mr. DeWinp. Mr. Chairman, I have no further questions of Miss 
Desmond. 

Chairman Kine. You may be excused, Miss Desmond. 

Mr. DeWinp. Mr. Chairman, I think the next witness should be 
Mr. Rudolph Hartman. 

Chairman Kine. Is Mr. Hartman in the room / 

Mr. Hartman, will you come forward, please. Will you raise your 
right hand, Mr. Hartman. Do you swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing ‘but the 
truth, so help you God ¢ 

Mr. Hartman. Yes, sir. 


Chairman Kine. Be seated in the first chair, please. Mr. Hartman. 
Thank you. 

Mr. DeWinxp. Mr. Chairman, could you recall Miss Desmond for 
just a moment / 

Chairman King. Miss Desmond, will you come back for a moment ? 


I am sorry. 

Mr. DeWinv. Mr. Hartman, this won't take but just a moment. 

Miss Desmond, could I get you to take a look at this photostat i: 
copy of ; il chee k. plea ise 

( Document handed to witness. ) 

Miss DesmMonp. Yes, s 

Mr. DeWinp. Is that nae signature on the check, Miss Desmond 7 

Miss Desmonp. Yes, sir. 

Mr. DeWinp. What is the date on the check. Miss Desmond ? 

Miss Desmonp. It looks like August 15, 1949. 

Mr. DeWrxp. Now. does that refresh your recollection as to whether 
Mr. Finnegan was in town in August of 19497 

Miss Desmonp. Well, it does not. I would not know the exact date 
that he was out of town unless we consulted with the records in the 
office. 

Mr. DeWinxp. Well, does it refresh your recollection that Mr. Fin- 
negan knew about this account in August of 1949? 

Miss Desmonb. Certainly he knew about the account. 

Mr. DeWinp. He knew about the account in August of 1949? 

Miss Desmonp. Yes, sir. 

Mr. DeWinv. Thank you. 
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TESTIMONY OF RUDOLPH H. HARTMANN, SPECIAL AGENT, INTEL- 
LIGENCE UNIT, BUREAU OF INTERNAL REVENUE, ST. LOUIS, MO. 


Mr. DeWinpv. Mr. Hartmann, could you give us your full name? 

Mr. Hartmann. Rudolph H. Hartmann. 

Mr. DeWinp. Mr. Hartmann, are you senior special agent in charge 
of St. Louis, Mo. of the Bureau of Internal Revenue / 

Mr. HarrmMann. Of the Intelligence Unit: yes, sir. 

Mr. DeWrnp. Of the Intelligence Unit / 

Mr. Hartmann. Yes, sir. 

Mr. DeWINp. The Intelligence Unit is a unit of the Bureau oft 
Internal Revenue / 

Mr. Hartmann. Yes, sir. 

Mr. DeWtnp. What does the Intelligence Unit do. Mr. Hartmann ? 

Mr. Harrmann. Our duties are to investigate the criminal frauds 
against the Internal Revenue, and also to investigate anything that 
may be wrong with the personnel of the Bureau of Internal Revenue, 
and such other work as the Commissioner of Internal Revenue may 
designate. 

Mr. DeWrxp. The prin ipal functions of the Special Intelligence 
Unit, then. are to Investigate criminal fraud cases and to Investigate 
charges of misconduct against employees of the Bureau of Internal 
Revenue / 

Mr. Harrmann. Yes, sir. 

Mr. Di WIND. Mi Hartmann. do vou know of the Harrison Lumber 
Co.? 

Mr. Hartmann. Yes, sir. 

Mr. DeWinp. Is the Harrison Lumber Co. a partnership‘ 

Mr. Hartmann. Yes. sir. 

Mr. DeWrxp. Do vou know or can you tell us who the partners 
are ¢ 

Mr. Harrmann. John W. Harrison, and Clifford Harrison, and 
I don't remember the initials. 

Mr. DeWinp. Is it true, Mr. Hartmann, that in July of 1949 Clif- 
ford Harrison, a partner in the Harrison Lumber Co., had outstand- 
ing tax liabilities to the Federal Government of something like 
SHO ¢ 

Mr. HarrMann. In excess of 850,000: ves, sir. 

Mr. DeWinp. In July of 14% had any part of this outstanding 
liability been paid 4 

Mr. Harrmann. Yes, sir: there had been some payments made 
from the time of the assessment to June 50, 1949. Pardon me, are 
we talking about John W. Harrison / 

Mr. DeWinp. This is Clifford Harrison. 

Mr. HaArtMANN. No: there had been no prea vnnae nts made from the 
date of the assessment. April 21, 1949, to June 50, 1949. 

Mr. DeWinp. Now. Clifford Harrison is a partner of the Harrison 
Lumber Co, ? 

Mr. Hartmann. Yes. su 

Mr. DeWinp. These liabilities that were unpaid were his pers nal 
neome-tax labilities 4 

Mr. Harrmann. Income-tax liability of the firm. which is taxed 
tothe indy iduals in the case of partnerships. 
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Mr. DeWinp. Now, is it true that toward the end of the vear 1949, 
and in the beginning of 1950, Mr. Clifford Harrison reduced his 
outstanding tax liabilities by installment payments ? 

Mr. Harrmann. Yes, sir. 

Mr. DeWinp. And is it also true that in February of 1951 that 
there was a balance of outstanding payments of approximately 
SLOOO0 4 

Mr. Harrmanyn. A little bit more than SLO,Q00, 

Mr. DeWinn. Mr. Hartmann, is it true that in April of L949, a 
partner in the Harrison Lumber Co. had outstanding tax liabilitie 
in the nelghborhood of ST5.000 / 

Mr. Hartmann. Yes, sir. 

Mr. DeWinp. Now, by July of 1949, Mr. Hartmann, had that lia 
bility been reduced ¢ 

Mr. Harrmann. To the extent of approximately S1L0,000, 

Mr. DeWinpb. So that the remaining liability was then in the neigh 
borhood of 865,000, ; 

Mr. Hartmann. Yes, sir. 

Mr. DeWinv. By February of 1951 was the outstanding liability 
remaining unpaid approximately 355,000 ¢ 

Mr. Hartmann. Approximately 334,000 was still unpaid. 

Mr. DeWinp. Now, Mr. Hartmann, do vou know of the Valley Steel! 
Products Co. / 

Mr. Harrmann. Yes, sir. 

Mr. DeWinp. From your examination of the records of the Office 
of the Collector of Internal Revenue, can you tell me whether at some 
time prior to July of 1949 assessments totaling approximately SHO 
had been made against Lester Crancer and George B. Fleischman, 
partners of the Valley Steel Products Co, / 

Mr. Harrmann. Yes, sir. 

Mr. DeWinp. In July of 1949, Mr. Hartmann, what was the balance 
of the tax liability owing by Mr. Crancer and Mr. Fleischman / 

Mr. Harrmann. It was in the neighborhood of 140.000 each. 

Mr. DeWinpb. Do the records show when the tinal pavment of those 
liabilities was made / 

Mr. HarrmMann. Final payment was made in August of 1950, 

Mr. DeWinpb. So in July of 1949, Mr. Crancer and Mr. Fleischman: 
together as partners of the Valley steel Products Co. had outstand 
ing liabilities of close to S300,000, 

Mr. Hartmann. That is right. 

Mr. DeWinxp. Mr. Hartmann, do vou know of the Missouri Paper 
Stock Co. ¢ 

Mr. Harrmann. Yes, sir. 

Mr. DeWinp. What is the name of the president of that company é 

Mr. Hartmann. Samuel Mendelson. 

Mr. DeWunp. In December of 1948, Mr. Hartmann, had income-tax 
assessments been made against Mr. Mendelson / 

Mr. Harrmann. Yes, sir. 

Mr. DeWinp. Was the unpaid amount of that liability about 
SHO 4 

Mr. Harrmanyn. On June 30, 1949; yes, sir. 

Mr. DeWinxp. On June 50, 1949, the unpaid amount was approx 
mately S50,000 4 

Mr. Harrmann. Yes, sir. 
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Mr. DeWinp. Were assessments outstanding against the Missouri! 
Paper Co. ¢ 

Mr. Harrmann. On June 30, 1949: ves, sir. 

Mr. DeWinp. What was the approximate amount of those 

Mr. Hartmann. About 820,000. 

Mr. DeWinp. In July of 1949. Mr. Hartmann, did Samuel E 
Mendelson. the president of the Missouri Paper Stock Co., have out 
standing liabilities in excess of $40,000 / 

Mr. Harrmann. Yes, sir. 

Mr. DeWinxp. Now, in February of 1951, when you concluded your 
investigation of that matter, was this amount still outstanding or 
approximately this amount ¢ 

Mr. Harrmann. Approximately the same amount was still out- 
standing. 

Mr. DeWInp. Mr. Chairman, may the record indicate at this pot 
that Mr. Combs and Mr. By rhnes are present / 

Mr. Comns. The record will show that. 

Mr. DeWinp. May it also show, Mr. Chairman, that the other mem- 
bers of the committee who were present at the outset have just left 
In response ton quorum call ¢ 

Mr. Comps. That \W it] be shown by the record, 

Mr. DeWixp. Mr. Hartmann, when you concluded your examina 
tion, in February of 1951, did the Missouri Paper Stock Co. have 
remaining habilities of slightly less than $10,000 ¢ 

Mr. Harrmann. Yes, sir. 

Mr. DeWrnp. Going to a different matter now, Mr. Hartmann, 
have you made an investigation of the insurance agency ¢ 

Mr. Hartmann. Yes, sir. 

Mr. [)t WINb. Isthat Mr. .J. Martin Brodsky’s companys ( 

Mr. Hartmann. Yes, sir. 

Mr. DeWinp. From your investigation, can you tell the commit- 
tee, Mr. Hartmann, whether any insurance appears on the records 
of the agency to have been sold to the Harrison Lumber Co. ¢ 

Mr. Harrmann. No, sir. 

Mr. DeWInp. No Ihsurance appears on those records, Now, can 
you tell us: Do the records of the Dudmar Insurance Agency inc 
cate any transactions with the Valley Steel Products Co. ¢ 

Mr. HarrmMann. Yes, sir. 

Mr. DreWINp. When did these transactions appear on the books 
of the agency / 

Mr. Harrmann. In November 1949 and November 1950, or ap- 
proximately about that time. 

Mr. DeWinp. Well, are you sure about that, Mr. Hartmann? It 
may have been that the entries would be in July and August of 1949. 

Mr. Harrmann. 1 have here that November 30, 1949, there was 
some comprehensive liability insurance sold them: and on November 
10, 1950, there was an automobile pohiey sold to them. 

Mr. DeWiNp. Let's “Oo back to that. In November 1949 the ree 
ords indicate the sale of what sort of policy ¢ 

Mr. HarrmMan. Some comprehensive liability insurance. 

Mr. DeWinb. Sold to Valley Steel Products Co. / 

Mr. HarrmMann. Yes. 

Mr. DeWinp. And what was the next transaction / 
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Mr. Harrmann. On November 10, 1950, there was also some insur- 
ance sold to them. 

Mr. DeWrnp. Do the records indicate the amount of the premiums 
paid on those policies? 

Mr. Harrmann. $800.80 for November 30, 1949, and $1,080 on 
November 10, 1950. However, I believe your question was: Have 
they been paid?’ They were not paid directly. They were used to 
liquidate thi at debt of $1,486.37 which has been previously testified to. 

Mr. DeWinp. Mr. Hartmann, from your examination of the books 
of the Valley Steel Products Co., can you tell us what portion of 
the life-insurance premium of $23,886.37 which had been paid to the 
John Hancock Mutual Life Insurance Co.—what portion of that 
premium was refunded to the Valley Steel Products Co. ¢ 

Mr. HarrmMann. The whole $23,886.57 was refunded by two checks; 
S22 400 was used to liquidate the loan, and the other checks was for 
ri, 86.37. This check, payable to Mr. Philip Muennig, was endorsed 
by Philip Muennig and deposited in the bank account of Dudmar In- 
surance Agency which had been opened on August 5, 1949. 

Mr. DeWinp. Now, you know that the check for $1,486.57, drawn to 
the order of Philip Muennig by the John Hancock Mutual Life Insur 
ance Co., was deposited in the account of the Dudmar Insurance 
Agency ¢ 

Mr. Harrmann. There were several things. First of all, the amount 
is the same as the deposit. Second, the endorsement shows that the 
check was drawn on the records of the issuing bank. Furthermore, 
the records of the insurance agency had a notation of that amount for 
the John Hancock Mutual Life Insurance Co. 

Mr. De Winp. So the situation as shown by the books is that S22 400 
was paid to the Valley Steel Products Co., by the John Haneock Mut 
ual Life Insurance Co. and was in turn paid over by the Valley Stee! 
Products Co. to the bank in payment of the loan ? 

Mr. Harrmann. Yes, sir. 

Mr. DeWinpn. The balance of the funds found their way into the 
hank account of the Dudmar Insurance Agency ¢ 

Mr. Harrmann. Yes, sit 

Mr. DeWinp. I think vou have stated, Mr. Hartman, that the Dud 
nar Insurance Agency account, in to which this sum of S1486.57 was 
deposited, was opened on August 5, 19494 

Mr. Harrmann. Yes, sir. 

Mr. 1) \\ IND, That is the same cay ! hie Hancock eli 
was dated ¢ 

Mr. Harrwann. The same day of the endorsement. 

Mr. Di WuINpb. The endorsement ol the John Hancock (Co. ches 
Who were the persons author ized to sien checks on that account ¢ 

Mr. Harrmann. John Martin Brodsky, Marguerite Desmond, a1 
ihe hme of James P. Finnegan also appears on there. The notutio 
us | remember, wits “attorney.” | th hot quite sure, 

Mr. DeWinp. How many signatires were required to make a che 
on that account valuable / 

Mr. HarrMann. Two signatures. 

Mr. DeWinp. Would any of the two persons named on the accou 


4 


Mr. Harrmann. Yes, sil 
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Mr. DeWinpb. Can you tell us, Mr. Hartmann, when that account was 
discontinued ¢ 

Mr. Harrmann. The account came toa zero balance on September 6, 
1949. 

Mr. DeWinp. Do the records indicate what the withdrawals were? 

Mr. Harrmann. The withdrawals were: Charged to account on Au- 
gust 12, a check for $500; August 17, a check for $300; September 6, 
a check for $686.37. 

Mr. DeWinp. Can you tell us, Mr. Hartmann, who were the payees 
of these checks? 

Mr. Harrmann. The first check was payable to the Mutual Bank & 
Trust Co. and was endorsed by them and used as a credit against the 
loan owed to that bank by Mr. James P. Finnegan. 

Mr. DeWinp. That is the first check ? 

Mr. Harrmann. That is the first check. 

Mr. DeWinpo. What was the second check / 

Mr. Harrmann. The check drawn on the Mutual Bank & Trust Co. 
was cashed, and according to the statement of Mr. J. Martin Brodsky 
was given to Mr. Finnegan to reimburse him for a trip to Columbia, 
Mo. 

Mr. DeWinp. The last check for $686.37; how was that handled / 

Mr. Harrmann. Also drawn on the Mutual Bank & Trust Co. and 
eashed. Five hundred dollars of that money on that date was used 
to liquidate another note of Mr. James P. Finnegan at the Mutual 
Bank & Trust Co. in the amount of $500, and Mr. Brodsky explained 
that the $186.37 balance was retained by him, Mr. Brodsky. 

Mr. DeWinp. I am sorry. Was retained by him? 

Mr. Hartmann. I mentioned Mr. Brodsky. By “him,” I mean re 
tained by Mr. Brodsky. 

Mr. DeWinv. Mr. Chairman, may the record show at this point that 
Mr. Byrnes left in response to a quorum eall and Mr. Kean returned 
at the same time Mr. Byrnes left. 

Mr. Comers (presiding). Let the record so show; and two members 
of the subcommittee are present. 

Mr. DeWinp. From vour examination of the books of the Dudmar 
Insurance Agency, can you tell us whether sales of insurance were 
made by the agency to the Missouri Paper Stock Co. 4 

Mr. Harrmann. Yes, sir. 

Mr. Die WInn. (‘an vou oive us the details of those sales ? 

Mr. Hartmann, if those are not readily available, now—— 

Mr. Harrmann. I may explain that the books and records of the 
Dudmar Insurance Agency were very incomplete, and so most of the 
information with respect to the sales of insurance had to be obtained 
from the agencies through which it was sold. And those were, of 
‘course, all listed separately. 

Mr. DeWrnp. At any rate, Mr. Hartmann, you did ascertain that 
the Missouri Paper Stock Co. purchased insurance through J}. Martin 
Brodsky ¢ 

Mr. Harraann. Yes, sir. 

Mr. DeWinp. And you also ascertained that these sales of insurance 
were made sometime between July of 1949 and the termination of 
your investigation in February of 1951? 
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Mr. Harrmann. Yes, sir. 

Mr. DeWinp. Mr. Hartmann, have you determined in the course 
of your investigations that Mr. Joe Berg and his corporation, Berg’s 
Market, Inc., were under investigation concerning their tax liabilities 
during the year 1949 ? 

Mr. Hartmann. Yes, sir. 

Mr. DeWinp. And can you tell us whether Mr. Joe Berg or Berg's 
Market, Inc., or both of them, purchased insurance through the Dud- 
mar Insurance Agency ? 

Mr. Hartmann. He did purchase insurance; yes, sir. 

Mr. DeW inp. Mr. Hartmann, have you learned from your investi- 
gations that a man named Dr. Rathberg was under investigation 
concerning his tax liabilities in the year 1949 ? 

Mr. Harrmann. I believe that that is Dr. R-a-t-h-e-r-t. 

Mr. DeWinpv. Rathert ? 

Mr. Harrmann. Yes. He was under tax investigation during either 
the year 1949 or 1950. 

Mr. DeWinxp. What was the nature of that investigation, Mr. Hart- 
mann, the general nature / 

Mr. Harrmanyn. The general nature was to determine his true tax 
liability and to determine whether there had been any amount will- 
fully left off the return. 

Mr. DeWrnxv. Now, did Dr. Rathert buy insurance through the 
Dudmar Insurance Agency ¢ 

Mr. Harrmann. Yes, sir, he did buy insurance through them. 

Mr. DeWrnp. In short, then, Mr. Hartmann, several people and 
companies in tax difficulties purchased insurance from the Bediicer 


Insurance Agency during the period from July 1949 to February 1951? 


Mr. HarrmMann. Yes, sir. 

Mr. DeWinv. Mr. Chairman, may the record show that Mr. Combs 
left in response to a quorum call and that Mr. O’Brien and Mr. Kean 
are present. 

Mr. O’Brien (presiding). Without objection, it is so ordered. 

Mr. DeWinp. Mr. Hartmann, do you have with vou a copy of the 
report vou prepared of your investigation in this matter? 

Mr. HarrmMann. Yes, sir. 

Mr. DeWinp. Would you please look at page 16 in that report 

Mr. Harrmann. Yes, sir. 

Mr. DeWtinpn. Now, if I could get you to look at page 15 for the 
moment, there is a paragraph which starts at the bottom, entitled 
“Financial Transactions Between Brodsky and Finnegan”? 

Mr. HarrmMann. Yes, sir. 

Mr. DeWinp. Now, on page 16, do you find a summary of payments 
made by the Dudmar Insurance Agency to various people ? 

Mr. HarrMann. Yes, sir. 

Mr. DeWinp. Could you please tell us what those payments were 
and how they were made / 

Mr. Harrmann. In 1949 at various times, according to the testi 
mony of Mr. Brodsky, there was $200 in currency paid to Mr. Finne- 
gan. In addition to that, on November 16, a check for $500 was issued, 
payable to Mrs. Eva Finnegan. On December 31, 1949, a check for 
$1,000 payable to Mrs. Eva Finnegan was issued. That is a total of 
$1,700, including the currency for the vear 1949. 
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January 20, 1950, a check for $1,250 payable to James P. Finnegan, 
Jr.; January 24, 1950, a check for $750 payable to James P. Finnegan, 
Jr.; February 21, 1950, a check for $500 payable to James P. Finnegan, 
Jr.; April 3, 1950, a check for $500 payable to James P. Finnegan; 
total for 1950, $3,000. 

Mr. DeWrnp. Mr. Hartmann, can you tell us who Mrs. Eva Finne- 
gan is? 

Mr. Harrmann. Mrs. Eva Finnegan is the wife of Mr. James P. 
Finnegan. 

Mr. DeWrnp. Can you tell us who James P. Finnegan, Jr., is? 

Mr. Harrmann. James P. Finnegan, Jr., is one of the sons of James 
P. Finnegan. 

Mr. DeWinp. In 1950, do you know what Mr. James P. Finnegan 
was doing ¢ 

Mr. Hartmann. I understood from his father that he was attend 
ing law school. 

Mr. DeWinpv. Mr. Hartmann, these payments you have just re- 
ferred to, totaling $4,700, for 1949 and 1950, are in addition to the 
payments that you previously referred to, the three checks drawn on 
the Dudmar Insurance Agency account in payment of Mr. Finnegan’s 
loans at the bank and for cash to Mr. Finnegan ? 

Mr. Harrmann. Yes, sir. This is in addition to those checks. 

Mr. DeWinp. Mr. Chairman, may the record show at this point that 
Mr. King is present, Mr. Kean, and Mr. O’Brien. 

Chairman Kina. It is so ordered. 

Mr. DeWrnp. Mr. Hartmann, would you look at page 19 of this 
report ¢ 

Mr. HarrMann. Yes, sir. 

Mr. DeWinp. Do you find there a summary of all the payments 
made by the Dudmar Insurance Agency to Mr. Finnegan ? 

Mr. Harrmann. I finda summary of all the payments either received 
by or made for the benefit of Mr. Finnegan. Currency and checks, 
$4.700; the bank loan paid, 31.000; Columbia, Mo.. trip paid, 8300; 
and an insurance premium on Mr. Finnegan’s automobile which Mr. 
Brodsky had absorbed up to that time, 3193.11: or a total of 86,193.11. 

Chairman Kine. Will the reporter read the last question and 
answer / 

(The reporter read the question and answer referred to.) 

Mr. DeWinp. Mr. Hartmann, may Tsummarize, then, what you have 
told us: That during the vears 1949 and 1950 the Dudmar Insurance 
Agency sold insurance to a number of taxpavers who had delinquent 
liabilities. and that Mr. James P. Finnegan received during 1949 and 
1950, directly or for his benefit, 86,193.11. 

Mr. Harrmann. Yes, sir. 

I would like to modify one thing. They mav not have had tax 
delinquencies. Some of them may have been under tax investigation. 

Mr. DeWinv. Right. Either tax delinquencies or under pending 
fax Investigation. 

Mr. Chairman, that is all for Mr. Hartmann that [ have. 

Chairman Kine. That is all, Mr. Hartmann. Thank vou. You 
may be excused. ' 

Mr. Harrmann. Thank you. 

Mr. Finnecan. May I come in and clarify this issue? 
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Chairman Kine. Mr. Finnegan, you are certainly going to be given 
that opportunity. That is understood and guaranteed. I doubt 
whether this would be the time to do it. 

Mr. Finnecan. Thank you very much. Iam sorry. 

Chairman Kine. Is Mr. Clark in the room? Mr. Richard Clark? 

Would you come forward, Mr. Clark ¢ 

Will you raise your right hand? Do you swear that the testimony 
you are about to give will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Cuark. Yes, sir. 

Chairman Kine. Be seated, Mr. Clark. 


TESTIMONY OF RICHARD V. CLARK, JR., INSURANCE BROKER, 
OLIVER BLASE INSURANCE AGENCY, ST. LOUIS, MO. 


Mr. DeWinp. Mr. Clark, will you give us vour full name, please ¢ 

Mr. Ciark. Richard VY. Clark, Jr. 

Mr. DeWinv. What is vour occupation, Mr. Clark ¢ 

Mr. Crarx. Insurance broker. 

Mr. DeWinp. Are you associated with an insurance agency / 

Mr. Ciark. Yes, sir, 1 am. 

Mr. DeWinxv. What agency is that? 

Mr. Cuark. The Oliver Blase Agency. 

Mr. DeWinp. That is Oliver B-l-a-s-e / 

Mr. Cuark. Yes, sir. 

Mr. DeW inp. Is that agency in St. Louis? 

Mr. Cuark. Yes; located in the Hearst Building. 

Mr. DeWinp. Is it a general agency ¢ 

Mr. Cuark. Yes, sir. 

Mr. DeWinp. For a particular company / 

Mr. CLark. We represent, I believe, 11 companies. 

Mr. DeWinp. You are a general agent for 11 companies ? 

Mr. CrarKk. Yes, sir. 

Mr. DeWinp. Does that include a general agency for the Aetna 

‘asualty Co. ¢ 

Mr. Crark. Yes, sir. 

Mr. DeWinv. Do you know Mr. J. Martin Brodsky, Mr. Clark? 

Mr. Cruark. Yes, sir. 

Mr. DeWinp. How long have you known Mr. Brodsky ¢ 

Mr. Cruark. For a number of years. I would say probably 20 
years. 

Mr. DeWinxp. Do you recall in June of 1949 that Mr. Brodsky 
spoke to you concerning insurance involving the Food Center in St. 
Louis? 

Mr. Ciark. Yes, sir. 

Mr. DeWinp. Did Mr. Brodsky come to see you about that matter / 

Mr. Crark. My best recollection is that we were together socially 
out at his farm, and a mutual friend of ours asked me 2 or 3 weeks 
previous to that what I thought about Mart Brodsky’s new set up 
L said I didn’t know what it was. They said, “Didn’t you know he 
was going in business with Jim Finnegan ?” 

So at the first opportunity I asked Mr. Brodsky about that. And 
he told me at the time that he knew nothing about general insurance 
but wondered if T would help him in starting up this general agence) 
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he had in mund., :. of eourse, Ola friendship basis ut that time sald, 
“Naturally.” 

Mr. DeWinp. Mr. Clark, in the discussion you had with Mr. Brod- 
sky, did he discuss with vou sales of insurance on which the commis- 
sions would be split three ways / 

Mr. CLARK. Just on one occasion, 

Mr. DeWinp. That was the Food Center / 

Mr. Crark. Food Center. 

Mr. DeWinxo. With whom was the split to be? 

Mr. Crark. Mr. Brodsky was to retain two-thirds, and I was to 
eet one-third of the commissions. 

Mr. DeWinp. I thought you said it was a three-way split. 

Mr. Crark. Well. he told me that one-third was voing to Mr. 
Finnegan. 

Mr. DeWinp. I see. So you understood that vou would get one 
third. Mr. Brodsky would get one-third, and he said a third would Zo 
to Mr. Finnegan / 

Mr. Ciark. Yes, sir. 

Mr. DeWinp. Did you know at that time who Mr. Finnegan was é 

Mr. Ciark. Yes, sir. 

Mr. DeWinp. Now. did Mr. Brodsky tell vou that he was going to 
set up a special insurance agency called Dudmar, which would take 
care of the Finnegan and Brodsky partnership / 

Mr. Ciark. Yes, sir. 

Mr. DeWinp. He referred to this as a partnership between himself 
and Mr. Finnegan / 

Mr. Ciark. Yes, sir. And subsequently, he was going to incorpo- 
rate, at a later date. 

Mr. DeWinp. I see. He told you at that time that their plan was 
to have a partnership first and later a corporation / 

Mr. Ciark. Yes, sir. 

Mr. DeWinp. Did Mr. Brodsky at that time tell you, Mr. Clark, 
about any of the business that he hoped the Dudmar Agency would 
vet ¢ 

Mr. Ciark. Yes, sir. 

Mr. DeWtnp. Did he talk about the prospective chients ? 

Mr. Ciuark. Well, he told me that he had sold a large life-insurance 
policy to Jack Harrison of the Harrison Lumber Co.. which I under 
stand was not correct. 

Mr. De Wunp. Did he Say that Mr. Harrison had had some tax 
difficulties / 

Mr. Cuark. Yes, sir. 

Mr. DeWinp. Did he say that he had other prospective clients who 
had tax difficulties / 

Mr. Ciark. Yes, sir. 

Mr. DeWinp. How did he know that these people had tax dif- 
ficulties ’ 

Mr. Cuark. The way he talked, Mr. Finnegan had told him. 

Mr. DeWtnp. Did he say Mr. Finnegan was going to give him a list 
or had given him a list of such persons / 

Mr. Cuark. I understood that as correct. 

Mr. DeWinv. Did Mr. Brodsky mention to vou Valley Steel Prod 
ucts Co. ¢ 

Mr. Crark. Yes, sir. 
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Mr. DeWinp. What did he say about the Valley Steel Products 
Co.? Did he mention Mr, Finnegan's name in that connection / 

Mr. Ciark. Yes, sir. I am trying to straighten this out in my own 
mind. This is quite some time ago, My best recollection is that Mr. 
Lrodsky had called my office on a particular day and was very anxious 
to get in touch with me. Again I am calling on memory here. And 
that particular day, my father was leaving for his summer vacation, 
and | was taking him to the Wabash Station on Delmar Boulevard in 
St. Louis. Mr. Brodsky found that out from my father’s office and 
niet me at the station, where he told me that he wanted miy assistance 
in writing some insurance at the Valley Steel Products Co. As I re 
call, it was automobile insurance. 

That same afternoon we went down to Valley Steel, and he said, 
“You better stay out in the car, and | will make the first connection.” 
And I had told him that I had solicited this account over a period of 
vears and as recently as 2 months earlier had been talking to Mr. 
Fleischman, and Mr. Fleischman told me they had carried their insur- 
ance in the same agencies for so long he did not feel that he could 
change it. My father, as a matter of fact, happened to be one of the 
first investors in Valley Steel. And I said, “I think you are wasting 
your time, Marty.” He said, “Oh, no.” 

And the next thing I knew, he had written the automobile insurance, 
personal property floater for Mr. Fleischman, and was prepared to 
write a group insurance contract on their employees. And then it is 
my later recollection that this life insurance deal came up, the group 
insurance, which was to be in the John Hancock. The plan was not 
accepted at that time. 

Mr. DeWrnp. Mr. Clark, if I may say, there: You said that Mr. 
Brodsky seemed very confident that he could take away business from 
the agency that had had it for a long time. 

Mr. Cuark. Yes, sir. 

Mr. Di WIND. Did he tell] you W hy he wis so confident 4 

Mr. Cuark. No. 

Mr. DeWinxp. Did he mention tax difficulties? 

Mr. Cuark. Yes, sir. 

Mr. DeWrnp. Now, just what did he mention about tax difficulties / 

Mr. Crark. He said, “They are in trouble on Twelfth Street.” 

Mr. DeWinp. “They are in trouble on Twelfth Street”? 

Mr. Cuark. Yes, sir. 

Mr. DeWinv. What is Twelfth Street ? 

Mr. Cuark. That is where the new Federal building is. 

Mr. DeWrwp. Is that where the office of the collector of internal 
revenue is / 

Mr. Chark. Yes, sir. 

Mr. DeWrnp. Did Mr. Brodsky indicate to you that the tax trouble 
on Twelfth Street would be helpful in getting their business? 

Mr. Ciark. I assume that’s what he meant. 

Mr. DeWrnp. Mr. Clark, do vou recall in July of 1949 being present 
with Mr. Brodsky when he said he was going to telephone Mr. Fin- 
negan in Washington ? 

Mr. Crark. I don’t know whether he said he was going to telephone 
or he was waiting fora call from Mr. Finnegan. 
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Mr. DeWrnp. But you do recall that you were with Mr. Brodsky 
and a call came in which he said was from Mr. Finnegan, or he made 


a call to Mr. Finnegan / 

Mr. Cuark. On several occasions that happened. 

Mr. DeWrwnp. On several occasions / 

Mr. Cuark. Yes, sir. 

Mr. DeWInp. What was the substance of those calls? What did 
Mr. Brodsky sav ¢ 

Mr. Cruark. I remember distinctly him saying, “If that guy doesn’t 

get off my neck, Iam going to drop dead.” 

Mr. DeWinp. Did he say what Mr. Finnegan was on his neck 

about. 

Mr. Crank. Money. 

Mr. De WuInp. Money in connection with what ? 

Mr. Ciark. Commissions on Insurance. 

Mr. DeWrnp. Was it the Philip Muennig contract that he was talk 
ing about / 

Mr. Ciark. In one instance, yes, sir. 

Mr. DeWinp. Mr. Muennig was with Valley Steel Products / 

Mr. Cuark. Valley Steel Products. I have never seen Mr. Meun- 
nig. 

Mr. DeWinpv. Do you know who Mr. Muennig is? 

Mr. Ciarkx. No, sir. I understand he is a very junior employee of 
the firm. 

Mr. DeWixp. You were well acquainted with some of the top 
officials of the Valley Steel Products Co., were you ¢ 

Mr. Crark. | knew Mr. George Fleischman for 20 years and Mr. 
Crancer longer. 

Mr. DeWinp. But you never heard them mention Mr. Muennig? 

Mr. CLARK. No. Sir. 

Mr. DeW inp. Now, were you and Mr. Brodsky successful in sell- 
ing insurance to the Food Center / 

Mr. Ciark. Yes, sir. 

Mr. DeWinb. What sort of policy was sold ? 

Mr. CLark. Every type of insurance that they purchased except 
business life insurance. 

Mr. DeWinp. Was that very substantial business? 

Mr. Cuark. Very substantial. 

Mr. DeWinp. Did any problem arise between you and Mr. Brod 
sky concerning that particular matter / 

Mr. Ciark, ‘To me it was a rather important problem. He wouldn't 
pay me. 

Mr. DeWinxv. Well, you demanded your share of the commissions ? 

Mr. Ciark. Yes, sir. 

Mr. DeWInp. And what was his excuse or reason for not pay- 
ing vou! 

Mr. CLARK. Well, he told Ine Oh a couple of occasions that Mr. 
Finnegan was bleeding him white, and there was no profit to date 
in the account, and, of course, having been in this business since 1933 
I was pretty sure that was not correct. And hav ine access to some of 
their records, which are written through our office, L knew that a large 
portion of the business was profitable. 
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‘Tnen he started giving me little dribbles, and I think out of that 
entire account from the Dudmar Ageney, [ realized S870. 

Mr. DeWinp. Did anyone tell you that Mr. Finnegan wanted you 
and Brodsky to stop telling people that he was in the insurance busi 
ness with Brods ky ¢ 

Mr. CLark. Yes, sir. Mr. Brodsky told me that on one occasion. 
We had a meeting in Mr. Finnegan’s office, which my father attended. 
Why, I do not know, but that was Mr. Brodsky’s idea. And Mr. 
Finnegan said in no uncertain terms that he was not in the insurance 
business, had never been, never would be. and had merely acted ; 
legal adviser to the agency for any fees he received. 

I would like to add, here, that on two other occasions I asked Mr 
Finnegan if he was in the insurance business. and he assured me that 
he was not. And anything I know about it is hearsay from Mr 
Brodsky. 

Mr. DeWinp. Now, in connection with the Food Center matter, 
how was that finally disposed of ? 

Mr. Crark. I don’t quite understand what you mean, sir. 

Mr. DeWinp. Well, you had this claim for your share of the com 
missions. How was the matter finally disposed of? Did you get 
paid ¢ 

Mr. Cuark. No, sir: not from Dudmar. 

Mr. DeWinp. Well, how was the matter finally taken care of ? 

Mr. Criark. I was ready to file suit through my attorney, Wilbur B. 
Jones, and Mr. Jones contacted Mr. Brodsky, and I believe he brought 
his attorney, named Mr. Walter Wehrle, over to Mr. Jones’ office. 
I was not at any of these ae. And first Brodsky denied owing 
me a penny, and then Mr. Jones drew up this petition. This is all 
kind of involved. I will try and tell it correctly, though. And it 
my understanding that Mr. Jones also contacted Mr. Finnegan 1: 
this matter. 

On my return from a trip to Kansas City, my father met me at my 
house and told me that through the intervention of a mutual friend 
of everybody concerned, Sidney Solomon, of St. Louis, an insurance 

agent, Brods ky had agreed to settle the amount of money I claimed 

he owed me, that my personal audit of his books showed, for $3,000. 
And this release was drawn up, I understood, by Mr. Solomon's 
attorney. 

So we went out to the Log Cabin Club that evening, got Mr. Jones 
out of a bridge game. I signed it; even had my father sign it, because 
Brodsky owes him money, too, which was to be included in this release. 
And it was given to Mr. Jones; and a copy, of course, was in Mr 
Brodsky’s hands. And the next day he was going to have his attorney 
©. K. it: so he told Mr. Jones. 

Well, nothing transpired at all on that particular signed release 
for the $3,000, and Mr. Jones contacted Brodsky on several occasions. 
Finally, Mr. Brodsky made an offer of $500 in cash to be paid imme 
diately to me, and 10 notes of $100 each to be signed by his mother 
maturing sg Ist of each month for 10 months, a total of $1,500. And 
he told Mr. Jones that I would have to look elsewhere for the balance 
of the money. 

Of course, that offer was turned down. 

Mr. DeWtnp. As I understand, then. Mr. Clark, he had offered to 
pay vou half of your claim? 
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Mr. Crark. Half of the amount of the release. 

Mr. DeWinp. Half of the amount of the release. 

Mr. Cuark. My claim was in excess of $5,000. 

Well, a short while after that, Mr. Jones called me and said that 
he had a check for $5,000 and IT could come over and pick it up any 
time | wanted to. 

So I went over to his office, I believe, the next day. 

Mr. DeWinp. Lam sorry. I couldn't quite hear. Could you speak 
a little louder 4 

Mr. Cuark. Mr. Jones said he had this check for $3,000 and T could 
pick if up whenever I wanted to, and LT went over the next day to vet 
it, and he had a cashier's check made out to him as attorney in the 
amount of 33,000, and he gave me his personal check, or a firm check 
rather, for 82.700. In other words, he retained out of the $3,000, 10 
percent as his fee. And he didn’t tell me where the check came from. 
In fact, he asked me not to ask him. And he said, “The party that 
gave me this has asked me to tell you no matter how Mr. Brodsky in- 
sults you or what he accuses you of, don’t mention this, or his brother 
will have to pay some $19,000 worth of bills that he owes around 
town. 

Mr. DeWinxp. Would you please repeat that again, Mr. Clark / 

Mr. Crark. Mr. Jones told me that the party who had given him 
this check had requested that no matter how Mr. Brodsky insulted me 
or What he accused me of, to please never mention I had gotten this 
money, for the reason that if Mr. Brodsky knew this, his brother was 
afraid he, the brother, would have to pay nineteen-thousand-odd dol- 
lars worth of bills that Brodsky owed around St. Louis. 

Mr. DeWine Now. did vou understand what that meant / 

Mr. Crank. Yes, sir. 

Mr. DeWinp. All right. What did it mean to you / 

Mr. Crark. It just meant that Mr. Brodsky wasn’t to know that I 
had received any money, 

Mr. DeWixp. Why not / 

Mr. Crark. As I understood it, because then he would turn over 
the rest of his bills to his brother to pay. 

Mr. DeWinp. Mr. Clark, if I understand what you are saying, it 
is that you do not know what the source of these funds was, but you 
were told not to discuss it, and the source of the funds was deliberately 
withheld from you ¢ 

Mr. Ciark. That is correct. 

Mr. DeWinp. Mr. Chairman, I have no further questions. 

Chairman Kine. Thank you, Mr. Clark. You may be excused, 

Mr. Ciark. May I add one thing in connection with some testimony 
of Mr. Hartmann concerning Norman Rathert ? 

Chairman Kine. You may. 

Mr. Ciark. I wrote that policy to the Dudmar Agency personally. 
Mr. Brodsky had nothing to do with it. And Dr. Rathert is my per- 
sonal dentist, and I have carried all of his insurance for a period 
of years, I would say twelve-odd years. I just wanted to get that 
straight. 

Mr. DeWinp. Mr. Clark, in that connection, I think it may be that 
you are talking about one policy and the testimony here related to 
another. 

Mr. Crark. That I did not know about. 
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Mr. DeWrnpv. Now, can you identify the policy that you placed 
through the Dudmar Agency ? 

Mr. Ciark. A personal property floater. 

Mr. DeWtnpv. A personal property floater. Thank you. 

Chairman Kine. You are excused, Mr. Clark. Thank you. 

Mr. DeWrnpv. Mr. Chairman, would you call Mr. Heuermann ¢ 

Chairman Kine. Mr. Walter C. Heuermann ?/ 

Will you rise and be sworn? Do you solemnly swear that the testi 
money you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Hevermann. I do. 

Chairman Kine. Be seated. 

Mr. DeWrnp. Mr. Chairman, may the record show at this point 
that in response to a quorum call some of the members of the sub- 
committee have left, and that Mr. O’Brien and Mr. Combs are present. 

Mr. O’Brien (presiding). Without objection, it is so ordered. 


TESTIMONY OF WALTER C. HEUERMANN, BROKERAGE MANAGER, 
JOHN HANCOCK MUTUAL LIFE INSURANCE C0., ST. LOUIS, MO. 


Mr. DeWtxp. What is vour full name, Mr. Heuermann? 

Mr. Hevermann. Walter C. Heuermann. 

Mr. DeWinxp. What is your occupation, please, Mr. Heuermann? 

Mr. Hevermann. My title is brokerage manager. I work for the 
John Hancock. Mr. Kelly is my employer. 

Mr. DeWrnp. Mr. Heuermann, could you pull your chair a little 
closer to the address system? You say that you are an insurance 
broker and that you are employed by Mr. Kelly? 

Mr. Hevermann. That is right. 

Mr. DeWinp. As general agent of the John Hancock Co. ? 

Mr. Hevermann. That is right, sir. 

Mr. DeWinxp. Do you know Mr. J. Martin Brodsky ¢ 

Mr. Hevermann. Yes, sir, I do. 

Mr. DeWinp. When did you first meet Mr. Brodsky ? 

Mr. HevermMann. I am not certain, but it was a few years ago. 

Mr. DeWrnp. Well, do you recall the occasion for that meeting? 

Mr. Hevermann. I think he came into the office and wanted to 
solicit insurance. Mr. Kelly introduced me to him. That is about 
all Lean recall. It happened some time ago. 

Mr. DeWinp. Would that have been in June or July of 19497 

Mr. Hevermann. It could be, but I am not positive. 

Mr. DeWinp. At that time, Mr. Kelly introduced you to Mr. Brod 
sky, and it was your understanding, Mr. Brodsky wanted some help 
mn selling insurance / 

Mr. HevermMann. That is right. 

Mr. DeWinp. After that, Mr. Henermann. did you go with Mr 
Brodsky to the Harrison Lumber Co. ¢ 

Mr. HecrrmMann. Yes, sir, I did. 

Mr. DeWinxp. And whom did you see there / 

Mr. Hevermann. I believe it was the brothers of the Harrison 
Brothers Lumber Co. 

Mr. DeWinp. Tam sorry. 

Mr. Hrvrermann. I say, I believe it was the two partners of the 
Harrison Brothers Lumber Co. 
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Mr. DeWinpb. Both named Harrison ¢ 

Mr. HevermMann. I believe so. It is some time ago, and I have 
forgotten. 

Mr. DeWinp. All right. Now, what took place at that meeting? 

Mr. Hevermann. The original intent for my going with Mr. Brod- 
sky was to approach the Harrison Bros. Lumber Co. regarding group 
insurance. We went in there, and in the entrance I remember Mr. 
Brodsky mentioning Mr. Finnegan’s name. I am not positive as to 
just the manner in which he did mention it. If he said, “I am from 
Mr. Finnegan’s office,” or not, I am not certain. 

Mr. DeWinv. But your best recollection is that he said to the Har- 
risons, “Iam from Mr. Finnegan’s office” / 

Mr. HeverMann. Yes. 

Mr. DeWinv. Then was there a discussion about the purchase of 
life insurance by the Harrison Lumber Co. ¢ 

Mr. Hevermann. Yes, but they weren't in the market for any pur- 
chasing of life insurance at that time. They never did complete any 
applications with the Hancock, to my knowledge. 

Mr. DeWinp. You have a very clear recollection, however, that Mr. 
Brodsky did refer to Mr. Finnegan when speaking with the Har- 
risons ¢ 

Mr. Hevermann. Yes, sir; upon his entrance, at the beginning of 
the interview. 

Mr. DeWinp. And it is your best recollection that he said, “I am 
from Mr. Finnegan’s office”? 

Mr. HeverMann. Yes, sir. 

Mr. DeWinp. Do you remember meeting Mr. Fleischman of the 
Valley Steel Products Co? 

Mr. HeverMann. Yes, sir. 

Mr. DeWunp. Did you meet him at the Mutual Bank & Trust Co.’ 

Mr. HevermMann. That is correct. 

Mr. DeEWinp. Who was present at that meeting / 

Mr. Hevermann. Mr. Brodsky and some of the members of the 
bank; but I don’t know who they were. I have forgotten their names. 

Mr. DeWtinpb. Well, now was Mr. Fleischman at the bank ? 

Mr. HevermMann. Yes, sir: He was there to make the loan for t 
purchase of the life-insurance contract. 

Mr. DeWrnp. Was that a policy on the life of Philip Meunnig 

Mr. HeuermMann. Yes, sir: it was. 

Mr. DeWinp. You were present at the discussions at the bank about 
obtaining the loan / 

Mr. Hevermann. I was more or less present. I did not get is 
volved in the discussion of making the loan. 

Mr. DeWinp. After that meeting at the Mutual Bank & Trust Co.. 
Was an application for the life-insurance company filed ¢ 

Mr. Hevermann. Yes, sir: it was completed and given to me. 

Mr. DeWinp. Then, subsequently to that, the application was denied 
on the grounds that Mr. Meunnig was uninsurable / 

Mr. HevermMann., I think that is about correct. 

Mr. DeWinv. After that, did Mr. Brodsky come to see you about t! 
matter ¢ 

Mr. Hrevermanyn. Yes. = We refunded the money to the Mutual 
Bank & Trust Co. in as ingle check for S23.S86.57. | belies e. anal Mh 


VTaae » pt. 1 26 
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Brodsky didn’t like the manner in which the check was drawn ana 
requested that two checks be drawn, one to repay the loan of $22,400 
and that a second check be drawn to Philip Meunnig. The reason 
that he requested that, I don’t remember. He was excited. And we 
had received a receipt from the company who requested the insur- 
ance, the Valley Steel Products Co., which we sent on to our home 
office. And I saw no harm jn giving this other check to Mr. Brodsky 
in the name of Philip Meunnig. 

Mr. ay WiuInp. You say Mr. Brodsky seemed very excited about it ? 

Mr. Hi UCERMANN, He seemed to be upset for some reason. 

Mr. DeWinp. Do you recall after that time Mr. Brodsky speaking 
to you about another application for insurance / 

Mr. Hevermann. Yes, sir. There was one on the life of Robert J. 
Blauner of the American Lithograph Co. An application was com- 
pleted, and then for some reason Mr. Brodsky said that we wouldn’t 
submit it to the home office for insurance, but actually we stopped the 
issuance of the contract before it left our office, telling him that it 
Was not necessary to issue the policy. I don’t know the reason why; 
whether he had applied elsewhere, or why he had asked me not to go 
ahead and issue it. It might have been medical reasons. 

Mr. DeWrnp. You received the application, and the application 
was in effect withdrawn before it reached the home office of the 
company ¢ ; 

Mr. HevermMann. That is right. 

Mr. DeWinp. And you have no recollection of the reason for the 
withdrawal ¢ 

Mr. HevermManyn. It might have been medical reasons, Mr. Blauner 
might have had some medical defects. 

Mr. DeWinp. Mr. Chairman, I have no more questions for Mr. 
Heuermann. 

Mr. O'Brien (presiding). You are excused. 

We will take a 5-minute recess. 

(Short recess. ) 

Chairman King. If there is no objection, the committee will ad- 
journ until 9:30 o’clock tomorrow morning, at which time John Mar- 
tin Brodsky will be the first witness. 

( Whereupon, at 12:30 p.m., Thursday, October 4, 1951, the hearing 
was recessed to reconvene at 9:50 a.m. Friday, October 5, 1951.) 
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FRIDAY, OCTOBER 5, 1951 


House or REPRESENTATIVES. 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenue Laws. of tuk CoMMiIrrer ON Ways anp MBPANs, 
Washington, Dd. C’. 

The subcommittee met at 9:50 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building. Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King (presiding), O'Brien, Combs, Kean, 
Curtis, and Byrnes. 

Present also: Adrian W. DeWind, chie f counsel to the subcom- 
mittee; Bruno Schachner, special counsel; Stanley S. Surrey, special 
counsel: Charles S. L yon, assistant counsel: Donal 1 Sch: apiro, assistant 
counsel; Joseph H. Flom, assistant counsel: and James W. Dowling, 
chief investigator. 

Chairman Kine. The subcommittee will be in order. 

Is Mr. John Brodsky in the reom ¢ 

Please come forward, Mr. Brodsky. Raise your right hand, Mr. 
Brodsky. 

Do vou solemnly swear the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God 

Mr. Bropsky. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF JOHN MARTIN BRODSKY, INSURANCE AGENT, 
ST. LOUIS, MO. 


Mr. DeWrxp. Mr. Brodsky, will you state you full name, please? 

Mr. Bropsky. John Martin Brodsky. 

Mr. DeWinxp. How do you use your name: is it generally John M. 
Brodsky, or J. Martin Brodsky ? 

Mr. Bropsky. Any one of them. 

Mr. DeWinxv. You use both, both forms of signature / 

Mr. Bropsky. Not Martin individually, as a signature. 

Mr. DeWrxp. What ‘ your regular signature, Mr. Brodsky ? 

Mr. Brovsky. Either J. Martin Brodsky or John Martin Brods ky. 

Mr. DEWtxp. What is your occupation, please ? 

Mr. Bropsxy. Insurance agent. 

Mr. DEWtnp. Where / 

Mr. Bropsky. In St. Louis, Mo. 

Mr. DeWinxv. How long have vou been engaged in the insurance 


business Wn. a Louts / 
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Mr. Bropsxy. Since 1948. 

Mr. DeWinp. Prior to that time, what occupation were you in? 

Mr. Bropsxy. Associated with the manufacturing of men’s sports 
slacks. 

Mr. DeWinp. How long were you in that business ? 

Mr. Bropsky. From 1937 until I joined the service: and from 
1946, upon my separation, until 1948, when I went into the insurance 
business. 

Mr. DeWixv. When you went into that business in 1937, was that 
your first business activity ¢ 

Mr. Bropvsky. No, sir. 

Mr. DeWuyp. Prior to that time, what business were you en 
gaged in? 

Mr. Bropsky. I was associated with the A. J. Edwards Brokerage 
& Investment Co., stocks and bonds. 

Mr. DeWinpv. What were the circumstances, Mr. Brodsky, that led 
you to go into the insurance business in 1945 ¢ 

Mr. Bropsky. At this time, I would like to ask the chairman to 
have the privilege of making a statement. 

Chairman Kine. You will be given that privilege, Mr. Brodsky, 
but not at the present time. 

Mr. Bropskxy. In that case, I wish to give a written statement and 
have it shown in the record. 

Chairman Kine. That will be permitted. 

Mr. Bropsky. I wish to call to the chairman’s attention the fact that 
the reason for this statement is due to the testimony that was given 
yesterday, which I claim was erroneous, false, or a misrepresentation 
of the facts. 

Chairman Kine. Your statement, then, will be for the purpose of 
refuting the testimony that has been heretofore presented before this 
subcommittee ? 

Mr. Bropsxy. That is right. 

Chairman Kine. Very well. 

Mr. Brodsky, have you that statement prepared ¢ 

Mr. Bropsky. I have it prepared. I have a short four or five words 
that I merely wanted to add to the side of it, and I have the state- 
ment prepared, 

Chairman Kine. At the time that it is completed would you, be 
fore presenting it formally, give the chairman a copy é 

Mr. Bropsury. I will be glad to do that. 

Mr. DeWrnp. Is this statement you prepared under oath ? 

Mr. Bropsky. Beg your pardon ¢ 

Mr. DeWinp. Is this statement you have prepared under oath? 

Mr. Bropsky. 1 am prepared to make it under oath. I wrote this 
statement myself, last night. 

Mr. DeWuinp. You understand, Mr. Brodsky, in order to make 
such a statement part of our record, it must be sworn to when it is 
submitted for the record ¢ 

Mr. Bropsky. I did not understand that to be the case. However, | 
will ask for advice along those lines. and if I am so advised, I will 
accept it on that basis. 

Mr. DeWinp. I] simply wanted to make it clear you may not sub- 
iit if for the record on any other basis. 
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Now, Mr. Brodsky, there is a question pending, and could you an- 
swer it, please / 

Mr. Bropsky. Would you be kind enough to repeat the question ¢ 

Mr. DeWinxv. Would you read the question, please ? 

(The question was re ac by the reporter as follows :) 


Mr. DeWINbD. What were the circumstances, Mr. Brodsky, that led you to go 
into the insurance business in 1948? 

Mr. Bropsxy. In 1948, I was taken to the oflice of Mr. Don Kelly, 
general agent for the John Hancock Life Insurance Co., by a Mr. 
Aaron Dolan, who was with the Prudential Life Insurance Co. of 
America, and for the first time introduced to Mr. Kelly; and the rea- 
son Mr. Dolan was unable to take my particular type of business was 
that the Prudential Insurance Co. of America was unable to give me 
a competitive plan, and John Hancock did have a competitive plan for 
the particular type of insurance I had contemplated selling. 

Mr. DeWinp. Just what type of insurance had you contemplated 
selling ¢ 

Mr. Bropsky. At that time, I had planned on selling all lines of 
insurance, but doing the greatest volume in life insurance, and that 
required a financing arrangement between the insurance company and 
the institution financing the particular plan of policy, and that policy 
normally would come under a 10-payment life arrangement. 

Mr. DeWinb. Are you saying, Mr. Brodsky, that the type of busi- 
ness you planned would be mainly business where the insured would 
have to borrow the premium ¢ 

Mr. Bropsky. Where the insured had been recognized sufficiently as 
a person who was financially able to secure financing and take advan- 
tage of it. 

Mr. DeWixv. Now, you did not have any idea of selling life insur- 
ance in large amounts to people in financial difficulties ? 

Mr. Bropsky. I had only the intention of selling life insurance, is 
is stated in my statement that I have just a moment ago mentioned, 
to those people who were financially well off in a high enough bracket 
to secure banking finance, regardless of whether it we- in the form of 
using an msurance policy as collateral or anything else. In other 
words, they were in a hieh-bracket income 

Mr. DeWinp. You are saying that there Wis 5 
are you, to your sitles ay proach ? 

Mr. Bropsky. I am not saving that at all. 

Mr. DeWinp. What was this remark vou made about “in a sufli- 
ciently high bracket” ¢ 

Mr. Bropsxy. If a person is suffice tly high 't. from an 
income standpoint, to justify going in to an institution and saying 
that, = woul | like to sign a note.” and the bank recognizes them. or 
any pi financing institution, to such an extent that they would ae- 
cept the ‘sionature .or his signature, as the case may be, they would 
loan the pit either on their signature or the collateral that they 
offered, or hoth. 

Mr. DeWinp. Are you suggesting, Mr. Brodsky, that the only peo- 
ple who would buy this type of insurance you are referring to are 
people who would his avea eood financial status ? 

Mr. Bropsxy. The only people I would be interested in selling it 
to would have to be in that status; and furthermore . the only people 


10) it bracke 
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that I would be interested in submitting it to any financing institu- 
tion would require them to be financially in that status. 

Mr. DeWrtnp. I see. 

Now, I don’t want to go into this at tength now, but did you sell a 
life-insurance policy to the V alley Steel Products Co. ¢ 

Mr. Bropsky. You will have to be more specific with the question. 

Mr. DeWinp. Well, did you sell a policy of the type you deseribed, 
on the life of Philipp Muennig, to the Valley Steel Products Co. / 

Mr. Bropsky. Not exac tly. 

Mr. DeWixv. Well, why wasn’t it exactly that / 

Mr. Bropskxy. Because it was testified yesterday that it was exactly; 
and I did not sell them, contrary to Mr. Kelly's testimony, a l0-pay- 
ment life-insurance policy plan. 1 did, however—— 

Mr. DeWinp. Just a moment, Mr. Brodsky. What I was getting at 
was this: In that case, it was necessary to borrow the large part of 
the premium from a bank, was it not ¢ 

Mr Bropsky. On the contrary. 

Mr. DeWinp. Well. in fact, the large part of the premium was 
borrowed, was it not / 

Mr. Bropsxy. Let us be exact. You said it was necessary, and it 
Was not necessary, and it was the plan under which I sold the policy. 

Mr. DeWinp. But in that case. in fact, the large amount of the 
premium or the largest amount of the premium, 90 percent of the 
premium or more, was borrowed from the bank: was that right / 

Mr. Bropsxy. That is right. 

Mr. DeWinp. Now, in that case, was the Valley Steel Products Co. 
in a sound financial condition ? 

Mr. Bropsky. From my standpoint, they definitely were. The col 
lateral that was used was sufficient to justify the loan. 

Mr. DeWinp. Well, now, wasn’t the collateral used the poliey it 
self / 

Mr. Bropsxy. The collateral itself from that policy. and a letter 
written by John Hancock, and signed by one of their officers, stated 
that the cash surrender value was in excess of that amount which the 
bank loaned. 

Mr. DeWinp. So the bank didn't care whether the Valley Steel 
Products Co, had any money or not ¢ 

Mr. Bropsky. The policy collateral was there, the same as a Gov 
ernment bond. 

Mr. DeWinv. What I was trying to point out, Mr. Brodsky, I think 
you understand what I was pointing out, that your selling insurance 
did not require the purchaser of the insurance to be in sound fina 
cial condition. 

Mr. Bropsxy. As far as I was concerned, it did, and T net only 
assumed but took it that they were in sound financial position. They 
paid their premiums and they paid their bills. 

Mr. DeWinp. Well, let us leave that for the moment, and we wil! 
come back to that. 

Now, did you do business under the name of the Dudmar Insurance 
Agency? 

Mr. Bropsxy. I did. 

Mr. DeWinxp. Were you a partner in that business with Mr. James 
P. Finnegan ? 

Mr. Bropsxy. I was not. 
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Mr. DeWinp. Was Mr. Finnegan associated with you in that 
business ¢ 

Mr. Bropsky. As attorney for the company, yes. 

Mr. DeWinp. Did Mr. Finnegan have any other status or relation- 
ship to your business, other than attorney ¢ : 

Mr. Bropsxr. For the purpose of clarifying any association, I 
will be gl: ul toe xpi Lin it. 

Mr. DeWixv. Well, try to answer the question, just as simply as 
you can, and did Mr. Finnegan have any other association or relation- 
ship with the Dudmar Insurance Agency, other than as an attorney? 

Mr. Bropsky. At the inception, Mr. Finnegan had entertained the 
idea of a participating association in the insurance business. Subse- 
quent to that idea, he told me that he did not intend to go into the 
insurance Business, and while the thought had been entertained, 1 
had been completely dismissed, 

Mr. DeWinv. Just how did Mr. Finnegan entertain this idea ‘ 

Mr. Bropsky. Clarify the question, please. 

Mr. DeWinp. You say he entertained the idea, and did he talk 
to you about it ¢ 

Mr. Bropsky. We had discussed the possibilities of an insurance 
association. 

Mr. DeWinp. In fact, didn’t you agree upon such an association 4 

Mr. Bropsky. We did not. He had a son that was graduating 
college, and he was concerned as to what business his son was going 
to go into, and there was the possibility that his son might go into the 
Insurance business upon receiving his degree at the university. How- 
ever, his Son decided to vo on to li aw sc ‘hool, ane | prior to Oc tober , ee 
thereabouts, of 1949, Mr. Finnegan informed me that any possible 
insurance association, whether it be in the form of a partnership or 
corporation or anything else short of attorney for me, would not be 
possible, nor would it be advisable. 

Mr. DeWinp. Why would it not be advisable / 

Mr. Bropsxy. I would purely be speculating if I tried to answer 
that question. 

Mr. DeWinp. Mr. Finnegan didn’t tell you why it would not be 
advisable ¢ 

Mr. Bropsky. You are taking me back to 1048 and 1949, and I am 
not going to be able to remember the verbatim conversations that 
took place, and I will do the best I can to give you the accurate infor- 
mation, 

Mr. DeWinp. That is fine, Mr. Brodsky. Now, what is your best 
recollection of why Mr. Finnegan thought it would not be advisable? 

Mr. Bropsxy. I do not know. 

Mr. DeWinp. Do you recall he said to you it would not be advisable 
for him to be a partner in your business ? 

Mr. Bropsxy. I may be saying that myself, and I can’t say that that 
is exactly what he said; and if you want speculation on what I think 
it meant, I will offer it. 

Mr. DeWinp. Well, you suggested this, Mr. Brodsky, and you said 
Mr. Finnegan told you it would not be advisable. 

Mr. Bropsky. That is what transpired in our conversations, and I 
added that at the end, and if you would read back my answer you will 


see that Ladded that at the end. 
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Mr. DeWinp. You did, and you said it would not be advisable. 

Mr. Brovsky. That it would not be advisable, and I didn’t say 
whether Mr. Finnegan said that or I said it. 

Mr. DeWrnp. I think that you said—Mr. Reporter, would you read 
the answer to that question ? 

( The answer referred to was read by the reporter as follows :) 

Mr. Bropsky. We did not. He had a son that was graduating college, and he 
was concerned as to what business his son was going to go into, and there was 
the possibility that his son might go into the insurance business upon receiving 
his degree at the university. However, his son decided to go on to law school, 
and prior to October or thereabouts, of 1949, Mr, Finnegan informed me that any 
possible insurance association, whether it be in the form of a partnership or 
corporation or anything else short of attorney for me, would not be possible, 
nor would it be advisable. 

Mr. DeWinp. Was that the correct answer ? 

Mr. Bropsxy. I made that answer, and I am now qualifying it that 
at the point where I said “short of being attorney for me,” I added 
“nor would it be advisable” as something that I advanced myself. 

Mr. DeWinp. Why did you think it would not be advisable ¢ 

Mr. Bropsxy. Because of the very reason and purpose of the inves- 
tigation that is now under way. 

Mr. DeWixp. Now, did you tell Mr. Finnegan that you thought it 
might be questioned if he shared in the premiums from the business 
you sold ? 

Mr. Bropsxy. Mr. Finnegan at no time shared in the premiums that 
were sold. 

Mr. DeWinp. Did you tell him you thought that would be inad- 
visable ? 

Mr. Bropsxy. I did not. 

Mr. DeWrxv. But you had the thought, yourself, that it would be 
an unwise thing to have Mr. Finnegan as a partner, because of this 
very thing that has now been investigated; is that right? 

Mr. bropsky. | can go beyond that. It was not only hecause of the 
verv thing that is under investigation now, but the Insurance com 


nies ~ - 

Mr. DeWrxp. Don't go beyond it vet, Mr. Brodsky. Let us stick 
th that very interesting thought vou expressed here. 

Mr. Bropsky. My insurance com panes advised me im was inady Ss 


able. 

Mr. DeEWtnpb. It was inadvisable to have a collector of internal rev 
enue share in Insurance premiums ¢ 
Mr. Bropsky. lo have any political officer associated in nis bn 
hess. 

Mr. DeWuUnp. Did you at that time contemplate any business that 
would result in the form of investigation that is going on here? 

Mr. Bropsxy. I don't clearly understand your question, 

Mr. DeWinp. Well, you said that you thought that Mr. Finnegan 
should not participate in your business for the very reason of the sort 
of thing that is now being investigated: and cid you contemplate the 
sort of business that is now being investigated 7 

Mr. Bropsky. If people wish to misinterpret or construe business 
regardless of who, and speaking of insurance, regardless of who if 
might be sold to. it is business that is secured through methods that are 
unethical or possibly undesirable, then ves. 
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Mr. DeWixv. Well, now, Mr. Brodsky, suppose you had contem- 
pl: ated at that time that you would sell life insurance only to = 
who had paid all of their taxes to the Federal Government, would } 
then have seemed to be a matter of concern to you that Mr. Finnegan 
participated in that business ¢ 

Mr. Bropsky. Equally as much as it is now being concerned, ves, 
and 1 will tell you why, if you want to know. 

Mr. DeWrnp. T would like to know. 

Mr. Brovsky. Everybody pays their taxes, or at least is supposed to, 
and the fact that a collector of internal revenue, if he is associated i 
a business, wishes to use whatever his position might be in aaa 
someone to give someone else insurance business, whether they pay or 
they don't pay their taxes, they will give some significance to the 
request, and you can bring it out just like you are bringing this out, 
that if you were selling this insurance to Henry Ford ILI. right now, 
you wouk | say, “We il, he is probab ly buying it because the Commis 
sioner or the pallecha or the President has asked him to buy it.” if it 
so happens to be a friend or an associate of the individual selling it. 

Mr. DeWinpb. But it see "med to you if Mr. Finnegan were just your 
attorney, that then all of that problem would be removed ¢ 

Mr. Bropsky. Mr. Finnegan had been my attorney and my family’s 
attorney for a good many vears, and the problem—— 

Mr. DeWinxv. Mr. Brodsky, could you reply to the question? Did 
It seem to you ¢ 

Mr. Bropsxy. There was no problem. whether he was my attorney 
or not. , , 

Mr. DeWixp. But apparently you reviewed this problem very 
carefully as to whether he could be in your business, and you decided 
no, he could not be in your business; but then you must have decided, 
did you not, that he could be your attorney ¢ 

Mr. Bropsky. No, Mr. Finnegan had already been my attorney, and 
it wasn’t a new decision. 

Mr. Kean. May I ask one question, Mr. Chairman ¢ 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. Mr. Brodsky, you say your decision that it was inadvis- 
able for Mr. Finnegan to be your partner was partly determined by 
advice from the insurance companies. Who advised you of this in 
the insurance companies ‘ 

Mr. Bropsky. One of the resident vice presidents of the Aetna 
Casualty & Surety Co., pending issuance of a contract to me; in the 
questionnaire that requires detailed information as to the ownership 
of your agency and those who are associated with it. whether by counsel 
or otherwise, Mr. Finnegan’s name was mentioned as my attorney, at 
that time. 

Mr. Kean. He was mentioned as your attorney / 

Mr. Bropskxy. At that time. And the possibility was advanced that 
there might be an association at a later date—and Mr. Finnegan had 
always been my attorney as far as that was concerned—at a later date 
of his actual participating in the insurance agency, and this resident 
vice president told me that he thought the home office in Hartford 
would not issue the contract if there was any political relationship or 
tie-up. because they had had either an unsuccessful relationship of a 
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similar nature at one time or another, or because they had a principle 
against that type of agency contract. 

Mr. Kean. Who was that vice president ? 

Mr. Bropsxy. Howard Blair, of St. Louis, Mo. 

Mr. Kean. Who brought up the question that Mr. Finnegan might 
later become a partner’ Did you suggest that ‘ 

Mr. Bropsxy. I was introduced to Mr. Blair by Mr. Richard Clark— 
R. Vernon Clark, Jr.—who testified yesterday, and it was discussed 
at that first meeting by all three of us. As to who brought it up, I 
couldn't say; whether I said that at a later date there might be a part 
nership, or whether Mr. Clark said that that was a possible contempla 
tion, I don’t recall exactly how it came about. 

Chairman Kine. Mr. Brodsky, you have just stated, [ believe, that 
Mr. Finnegan had long been your attorney, and friend, prior to this 
instance of considering engaging in the insurance business with vou: 
is that correct ¢ 

Mr. Bropsxy. Yes, sir. 

Chairman Kine. As an attorney, what services has Mr. Finnegan 
ever performed for you as client, prior to this time ¢ 

Mr. Bropskxy. Back in 1936 or 1937, my father was still living—I 
think it was 1937, Lam not sure. My family had had reverses in 1929, 
and we formerly had a large manufacturing plant of men’s clothing. 
And out of friendship—I doubt whether Mr. Finnegan, unless this 
might refresh his memory, recalls—Mr. Finnegan offered to drive my 
father and myself down to a plant we had in Milan, Tenn., because we 
had a burglary down there and a fire, and he wanted to use every bit 
of his aid to help us recover, if we could, as much as was possible. 
And beyond that, T couldn't possibly enumerate the many contribu 
tions without fee that Mr. Finnegan had afforded me from a legal 
standpoint during the some twenty-odd vears that I have known him. 

[f you wish me to try to refresh my own memory, I will, but I say 
here and now, under oath, that T could probably go into a page or 
more of the legal services he rendered, over a period of years, with 
out fee. 

Chairman King. Without what, Mr. Brodsky ? 

Mr. Bropsky. Without fee. 

Chairman King. That is, during all of this period prior to this in 
surance discussion or this insurance company discussion, his services 
to vou through the vears had been wthout cost to you, or without 
pavment by you to him asa fee ¢ 

Mr. Bropsky. To the greater percentage, ves. 

Chairman Kine. Have vou ever paid Mr. Finnegan a fee for legal 
services / 

Mr. Bropsky. Prior to the insurance, yes. 

Chairman Kine. Do you recollect what the fee was, Mr. Brodsky / 

Mr. Bropsky. The amount of the fee? 

Chairman Kine. Yes. 

Mr. Bropsky. No, I do not. 

Chairman Kine. Do you have any record that would indicate pay 
ment of fees to Mr. Finnegan as attorney, prior to this time / 

Mr. Bropsxy. Possibly. I would have to investigate. 

Chairman Kine. What services did Mr. Finnegan render as af 


torney in the insurance business that you engaged in 4 





INTERNAL REVENUE INVESTIGATION 407 


Mr. Bropsky. On my original introduction to the Aetna Casualty 
& Surety Co., Howard Blair, which was arranged by Mr. R. Vernon 
Clark, Jr., who at that time was a broker having desk space in the 
Blase Agency, which was a direct agent for Aetna, I was able to 
produce a certain volume of business as a result of having the control 
of the Food Center account, from an insurance standpoint. 

Chairman Kine. What legal services did he render, Mr. srodsky ¢ 

Mr. Bropsky. I haven't finished. 

Chairman Kine. | am sorry. 

Mr. Bropsky. An office where Clark had desk space claimed to the 
(etna Co. and to myself that Clark could not rightfully introduce 
me directly to the Aetna, because he held a moral obligation to Mr. 
Blase, in whose office he had desk space, ana brokerage insurance : 
and, consequently, Mr. Blase placed a demand upon Aetna and my 
self that if I wrote this business through Aetna, he would have to 
be recognized to share equally in the commissions. 

Chairmain KING. Who would have to be / 

Mr. Bropsky. Mr. Blase. It seemed and is highly irregular for 
anybody to make that kind of a demand, because of an introduction 
by a man having desk space in his office, would take a position that 
he was entitled to be recognized as an equal producer of the business. 
And I counseled with Mr. Finnegan from a legal standpoint as to 
the advisability of either accepting the contract from Aetna, which was 
hard to get, and allowing this Mr. Blase to share equally in the first 
annual premiums, or whether it would be to my advantage to make an 
issue out of it and try to get a direct contract, and show that Mr. 
Blase had no interest in the producing capacity of the business, nor 
would his agency be serving the business: or whether or not LT should 
place it with a totally different company. 

We consulted on that for several days, ana it resulted that I was 
advised by Mr. Finnegan, in his opinion, as to what would be the most 
advantageous thing to do. And that is one of several phases of legal 
ulvice Mr. Finnegan wave me 

Chairman Kine. What were some of the other phases of legal sery 
ces that he rendered you, Mr. Broksky ? 

Mr. Bropsxky. My original contract with John Haneock, 1 d 
ussed with Mr Finnegan as to the desirability of accepting the 
ontract that was given to me by Mr. Kelly, and I didn’t know whethet 
i even wanted the contract from John Hancock whether the com 
MISSIONS scale which he was viving ie would be competitive eho i@h 
for me to be able to make it worth my while to accept it. And I 
ounseled \W th Mr. Finnegan On practically every insurance company 
ontract that [T got, and I might go so far as to say on every one, and 
| counseled with him on everything that l felt required legal adv “ 

Chairman Kine. Or business advice / 

Mr. Bropsky. Or business advice: that is right. 

Chairman King. What was the nature, Mr. Brodsky, of the counse! 
threat you received ul the hands of Vr. Finnegan Ol Insurance contracts ¢ 

Mr. Bropsky. On insurance contracts / 

Chairman Kine. Yes. 

Mr. Bropsky. Insurance contracts by various companies vary, and 
by that IT mean there are producer’s contracts, local agent’s contracts, 
nd ceneral agent contracts, broker's contracts, ana the ‘ontingent 
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arrangements under which you will participate in additional commis- 
sions over a period of years, and they were the normal things that 
come up in any business, the regular, normal routine of requiremeni 
of discussing with legal counsel various elements that require that 
type of assistance, 

Chairman Kine. Were these contracts written contracts or oral 
contracts ¢ 

Mr. Bropsxy. They are all written contracts. 

Chairman Kine. Would you be able to furnish the committee with 
one, two, or three of such contracts / 

Mr. Bropsxy. I will be able to furnish the committee with one. be 
cause as late as vesterday, I called to have the John Hancock contrac 
forwarded, and I will submit it to you at this moment, if you so desire. 

Chairman Kine. Did you have legal advice on that contract / 

Mr. Bropsxy. I did not; no, sir. I have had no legal advice since 
leny ing St. Louis or since my last visit to the grand jury, which dates 
back several months ago—a couple of months ago. 

Chairman Kine. Now, how would you account, Mr. Brodsky, for 
not hay ing legal advice on this contract ¢ 

Mr. Bropsxy. This contract is a 1948 contract. 

Chairman Kine. Has Mr. Finnegan, as your attorney, ever partici- 
pated, as such, in a matter that is docketed or that would be shown in 
official records anywhere ¢ 

Mr. Bropsky. If you are referring, Mr. Chairman, to my divorce 
litigation, my marital litigation—— 

Chairman Kine. No, I am not interested in that. 

Mr. Bropsxy. That question has been asked me in the past, and 
I don’t recall if he ever has. I don’t know of any litigation I have 
had that has been a result of something other than my marital 
problem. 

Chairman Kine. You have stated that you do have, or you believe 
you have, a record of fees paid to Mr. Finnegan for legal services; is 
that correct ? 

Mr. Bropsky. You are going back, of course, prior to my insurance 
operations ¢ 

Chairman Kine. That is right. 

Mr. Bropsxy. I said that I would attempt to get that. and T do 
believe I have. 

Chairman Kine. But Mr. Finnegan has not represented you in 
legal matters in a way that would be reflected in any public record 
or court record ? 

Mr. Bropsxy. Not that T recall. 

Chairman Kine. That is all. 

Mr. DeWinpv. Now, Mr. Brodsky, have you ever discussed with any 
insurance company becoming a general agent of that company ? 

Mr. Bropsky. Yes. 

Mr. DeWixp. With what company did you seek to become a 
general agent of the company ? 

Mr. Bropsxy. IT am a general agent with several companies. 

Mr. DeWinp. Now, by “general agent.” I mean a general agent 
in charge of an agency. 

Mr. Bropsxy. I am a general agent with several comparties. 

Mr. DeWinp. For what companies are you general agent? 
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Mr. Bropsky. It is a broad term, general agent, and sometimes 
misunderstood, but I am a general agent for the National Union Fire 
Insurance Co., the Birmingham Fire Insurance Co.—and when you 
refer to general agent in my line of business, outside of life insurance, 
you are referring to one who receives top commissions. and l re 
ceive top commissions from those two companies, and the Automo- 
bile Insurance Co., the Manufacturers Casualty Insurance Co., and 
several others that Iam unable at this moment to recall. 

Mr. DeWinp. Now, do you have contracts, written contracts, with 
each of those companies ¢ 

Mr. Bropsxy. I have. 

Mr. DeWinp. Are those printed contracts ? 

Mr. Brovsky. They ure printed contracts on their regular ‘Oll- 
tract forms. 

Mr. DeWinp. Now, did Mr. Finnegan ever—— 

Mr. Bropsky. Pardon me, L have a qualification. The Manufac- 
turers Casualty Insurance Co. contract, I am not sure whether it is 
on one of their own printed forms. However, | am a direct agent 
for them, receiving top commissions, which is equal to general agency 
representation. 

Mr. DeWtnp. Now, in these printed contracts, did Mr. Finnegan 
advise you about those / 

Mr. Bropsxy. He did, on most of them: ves. 

Mr. DeWinxp. What advice did he give you on those contracts / 

Mr. Bropsky. As to the desirability of them, and as to the commis 
sion arrangements, and as to the contingencies within them—and this 
goes back a period of years, Mr. Examiner, and I couldn't recall exactly 
all of the information that has been conveyed to me regarding these 
contracts. 

Mr. DeWinp. Just what problems do arise in those contracts, and 
ure they open to negotiat lon 4 

Mr. Bropsky. Yes; they are. 

Mr. DeWinp. Did Mr. Finnegan conduct any negotiations for you / 

Mr. Bropsky. No, he did not, outside of making personal contact 
bet ween the two of us. 

Mr. DeWinp. Did Mr. Finnegan ever appear with you in connection 
with these contracts, the signing of these contracts / 

Mr. Brovsky. There was no appearance ever required. They send 
the contracts. 

Mr. DeWrnp. Just particularly what advice did Mr. Finnegan give 
you! 

Mr. Bropsky. He would read the contract, and pass his opinion on 
it, the same as any attorney would normally do. 

Mr. DeWinp. These contracts, you said, are printed contracts: did 
you not ¢ 

Mr. Bropsxy. Well, if you mean printed contracts, I don’t know 
whether you are referring to a regular form contract that the com- 
pany offers you, or a printed, mimeographed, typewritten contract. 

Mr. DeWinp. The regular printed form contract : isn’t it 4 

Mr. Bropsky. Companies, insurance companies, have several forms 
of contracts that they are able to give to various agents, depending on 
the amount of volume an agent can give to them, and they do vary. 

Mr. DeWinp. They are all printed forms; aren't they / 
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Mr. Bropsky. To my knowledge, they are all printed forms. 

Mr. DeWinp. But you had Mr. Finnegan read these printed forms ¢ 

Mr. Bropsxy. Yes. 

Mr. DeWinxv. Did Mr. Finnegan ever make any changes in them / 

Mr. Bropskxy. I don’t recall. 

Mr. DeWinp. Did he ever advise you not to sign one? 

Mr. Brovskxy. | believe he did. 

Mr. DeWinp. You believe he did advise you not to sign ¢ 

Mr. Bropsxy. I do. 

Mr. DeWinp. What contracts did he advise you not to sign / 

Mr. Bropsxy. 1 would have to refer to my file. and I do not recall 
offhand. 

Mr. DeWinp. Well, can you recall any reason why he should 
advise you not to sign a contract ¢ 

Mr. Bropsky. I have no idea, not at the moment. 

Mr. DeWinv. You feel very sure he did advise you not to sign some 
of these contracts ¢ 

Mr. Bropsxy. I answered the question. 

Mr. DeWrnp. I am asking you, are you completely sure ¢ 

Mr. Bropsxy. I will have to refer to my answer the way I did, 
and Iam not going to answer it differently than I have already an 
swered it, and I was quite certain and sure of myself at the time of 


iy answer, 

Mr. DeWinp. Are you still sure ¢ 

Mr. Bropsxy. Of course I am. 

Mr. DeWInp. In connection with the sales of life insurance by 
you, Mr. Brodsky, did you ever receive legal advice from Mr, Fin- 


negan ¢ 

Mr. Bropsky. Never. 

Mr. DeWinp. Now, is there ever any occasion for legal advice in 
connection with the sale of a policy by a broker ¢ 

Mr. Bropsxy. Yes. 

Mr. DeWinp. But Mr. Finnegan never did happen to advise vou 
about such sales ? 

Mr. Bropsky. No. 

Mr. DeWinp. What is the sort of legal advice an insurance sales 
man needs in connection with sales of contracts ¢ 

Mr. Bropsxy. It depends upon the particular type of life-insuranc: 
policy and the plan you are selling, and if it is for the purpose of es 
tute, or estates, or for the purpose of having the heirs protected 
upon the death of an individual, from a tax standpoint, the con 
sultation of a tax consultant would be beneficial. 

Mr. DeW inp. Did you ever provide legal advice in connection wit 
vour sales of life insurance / 

* Mr. Bropsxy. I never sold that type of policy. 

Mr. DeW inp. So, you didn't need Mr. Finnegan for your msuran 
business or your sales ¢ 

Mr. Bropsxy. He or anyone else along those lines. 

Mr. DeWinp. Well, now, let us get a little bit more specific, then. 
and just what was the legal advice Mr. Finnegan gave you in con 
nection with your insurance business, other than reading printed cor 
tracts ¢ 

Mr. Bropsky. I have gone through that with the chairman, Mi: 
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King, and I thought that you were listening at the time, and I will 
try to go over it again if you want me to, 

Mr. DeWinp. I would like it in a great deal more detail. 

Mr. Bropsky. 1 am unable to give it in any more detail. 

Mr. DeWinp. Give me one detail of the sort of advice you got. 

Mr. Bropsk Y. All right, we will fo back to the Mr. Blase episode, 
at the Aetna Casualty & Surety Co., where the man made a demand 
for 50 percent of the commissions that T was deriving out of produe 
ing HT policy, or insurance on Food Center- 

Mr. DeWinp. All right. 

Mr. Bropsky. Now, then. I didn’t care or feel that it was right to 
give Mr. Blase or anyone, other than those who were actually working 
from a producing capacity, any participation in that insurance, and 
I counseled with Mr. Finnegan along those lines, as to whether I 
should or should not allow him to participate. Does that answer 
your question ¢ 

Mr. DeWinp. Yes. 1 would like to know further just what advice 
Mr. Finnegan gave you about that. 

Mr. Bropsky. Mr. Finnegan suggested that I fo ahead, as long as 
I could confine it to a minimum amount, rather than to litigate: and, 
in consideration of the fact that Aetna Casualty & Surety Co.—and 
there are other affiliated companies—were allowing me to be a direct 
agent, that it perhaps would be to my best interest to let Mr. Blase 
participate for the first year. And he had been—Blase had been— 
an agent of Aetna over a period of some twenty-eight-odd years, and 
he couldn't understand how a person such as myself could come in 
and be able to immediately secure a contract after he had labored 
so long to work up to the point that he had attained. 

Mr. DeWinxv. And what surprised him about that / 

Mr. Bropsky. You will have to ask Mr. Blase. 

Mr. DeWinp. Tell me, Mr. Brodsky, just how much did Mr. Finne 
gan charge you for this piece of advice concerning the Blase Agency ¢ 

Mr. Bropsky. There was no specific fee on this, or anything else. 
The only specific understanding IT had with Mr. Finnegan was that he 
was to receive a retainer of S500 a month until such time as it might 
otherwise be changed. 

Mr. DeWunp. How long did that retainer agreement continue, Mr. 
Bre visky ? 

Mr. Bropsky. Pardon me. 

Mr. DeWinp. How long did that retainer agreement continue / 

Mr. Brovsky. I would have to consult my records. I don’t know. 

Mr. DeWinp. Did you regularly pay Mr. Finnegan $500 a month 4 

Mr. Bropsky. I would have to consult mv records, and there were 
payments, and some of them or most of them were 8500, or some of 
them were more, advances over to the next month, or partial advances; 
lam sure that they did occur. But IT couldn't say—I do know that 
the regular fee was 8500 a month. He was only one of several attor 

evs, and most of them got a great deal more than that $509 a month. 

Mr. DeWinp. Now, Mr. Brodsky. in fact didn't vou make payments 
to Mr. Finnegan's wife / 

Mr. Bropsky. Yes. 

Mr. DeWinp. And didn't vou make payments to Mr. Finnegan's 


iT} 
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Mr. Bropsky. Yes. 

Mr. DeWinp. And how about payments to Mr. Finnegan / 

\ir. Bropsky. Yes. 

Mr. DeWixpv. Did you ever make payments ef 8500 to Mr. Fin 
hnevan ¢ 

Mr. Bropsky. | would have to check, or consult iV records. 

Mr. DeWinp. You mean to say you had a S500-a-month retainer, 
any you cannot recall whether you ever paid one 3500-a-month fee 

Mr. Bropsxy. IT said I did pay one 500 fee. and you are bringing 
this down now to a point where you are asking me did I specifically 
make out one check to Mr. Finnegan, and I can't reeall that, and | 
would have to consult the records. if vou want the truthful and 
correct answer, 

Mr. ly WHuINDb. Now, clid vou draw it check in the whrount of soOu0 
on November 16, 1949, to the order of Mrs. Della Finnegan, upon the 
account of the Dudmar Insurance Ageney / 

Mr. Bropsky. Anything that you ask me of a specific nature, such 
as this. Mr. Examiner, will have to be offered to me so that it car 
refresh my memory. 

Mr. DeWinp. Do you recall paying Mr. Finnegan, again in cash, 
the sum of S200? 

Mr. Bropsky. Yes. 

Mr. DeWinp. You do recall that / 

Mr. Bropsky. Yes, sir. 

Mr. DeWtxnp. What was the occasion for that / 

Mr. Bropsky. I couldn't recall the date, and | would have to consult 
my records, and my records have got the information. 

Mr. DeWinp. But you do recall paying him S200 4 

Mr. Bropsxy. Yes. 

Mr. DeWinp. In cash? 

Mr. Bropsky. Yes, sir. 

Mr. DeWinp. What was the reason for that payment ? 

Mr. Bropsky. I answered the question. I was hopeful that [Thad 
that record. and I do not have it with me. 

Mr. DeWinp. You said you entered into an agreement with Mi 
Finnegan to pay hima retainer of S500 a month, and was that whet 
you started in the insurance business ¢ 

Mr. Bropsky. There again LT will have to consult my records. 

Mr. DeWinp. Do you recall the occasion for entering into that 
agreement 4 

Mr. Bropsky. Mr. Finnegan had, as [ have previously stated. rep 
resented me and other members of my firm, and when [ ventured into 
a business Mr. Finnegan was the first person that I would consider 
from a standpoint of acting as my counsel. 

Mr. DeWtnxp. Well, Mr. Brodsky, frankly the notion to me of an 
insurance salesman paying an attorney $500 a month—— 

Mr. Breopsky. Tam not an insurance salesman: now get it straight. 
I have already told vou what Lam. I had at that time an agency, a 
et neral agency, and sold and had salesmen selling for mie, and now | 
don’t mind being classified as a salesman: but, if you are going to do 

for the purpose of casting the improper light, I don’t like you to do 
If. 

Mr. DeWinp. All right. How many salesmen did you have work 

ow tol vou, Nr. Brodsky ? 
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Mr. Bropsxy. At that time three or four, and I don’t recall, and 
again I will have to clarify it. 

Mr. DreWINp. At what time did you have three or four? 

Mr. Bropsky. Pardon me / 

Mr. By WIND. At what time did you have the hree on four salesme! é 

Mr. Bropsky. During I he period oft time | have been In the Insurance 
business. 

Mr. ie) WINpb. Can Vou vive us the nabes of sore of tho e 
emplovees ¢ 

Mr. Bropsxy. I cannot, did you say? 

Mr. DeWinp. Can you give us the names of those employees / 

Mr. Bropsxy. Yes. 

Mr. DeWinp. Who were they ¢ 

Mr. Bropsxy. Clark has acted—R. Vernon Clark. Jr. 

Mr. DeWinxp. Was he an employee of yours? 

Mr. Bropsky. He acted as a salesman for me on a brokerage basis. 

Mr. DeWinp. Can you tell us the name of the other employees ¢ 

Mr. Dropsky. Yes: you are speaking now of salesmen, and how 
employees are different. 

Mr. DeWinp. Allright. Name another salesman. 

Mr. Bropsky. Miss Lorretta Frank. 

Mr. DeWixo. What was your relationship with Mr. Frank / 

Mr. Bropsky. I said Miss Frank. 

Mr. DeWinp. I beg vour pardon. 

Mr. Bropsky. I said Miss Frank. 

Mr. DeWinp. What was your relationship with Miss Frank in the 
employment of your organization 4 

Mr. Bropsky. No different than an agent with a broker. or a sales- 
mith. 

Mr. Dr Winp. Well, every person that brings in a life-insurance 
deal isa salesman in that sense, and did you have any arrangement to 
compensate Miss Frank ¢ 

Mr. Bropsky. I couldn't conipensate anybody unless they were 
licensed brokers as salesmen for my agency, and had so filed a copy of 
their license. 

Mr. DeWinp. Miss Frank was licensed ¢ 


Mr. Bropsky. To sell insurance, and a copy of her license was filed 


with my agency, as Was every salesman that IT had. 
Mr. DeWinp. Did Miss Frank only sell for your agency ‘ 
Mr. Bropsky. I don’t know what other agency. She may have seld 


for other agencies. 

Mr. DeWinp. In fact, wasn’t Miss Frank free to sell for any ageney 
she cared to/ 

Mr. Bropsky. Any broker is free to sell for whatever agency will 
accept the business. 

Mr. DeWunp. Now, did vou ever give Miss Frank legal advice that 
you obtained from Mr. Finnegan ‘ 

Mr. Bropsky. Not to mv recollection. 

Mr. DeWinp. Did you ever have occasion t yconsult with Mr. Finne 
gan about any of Miss Frank’s business ? . 

Mr. Bropsky. The selling of insurance, I never had occasion to con 
sult with attorneys about. 
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Mr. DeW inp. But you felt that the amount of advice you would 
need was so regular and extensive that you should pay $500 a month 
retainer ¢ 

Mr. Bropsky. I have explained the basis under which I have paid 
that retainer. 

Mr. DeWinp. Well, I am trying to find out, Mr. Brodsky, just 
for what advice you thought you should have regularly paid a retame: 
of $500 a month to Mr. Finnegan. 

Mr. Bropsxy. I don’t know, Mr. Examiner, whether you have ever 
been in business, but my insurance agency has enjoyed a sizable volume 
of business and in any business where there are moneys and trans 
actions of a sizable volume I believe that it is proper and customary 
to find that it has legal advice, and Mr. Finnegan was my legal 
adviser. 

Mr. DeWinp. Now approximately how much money, Mr. Brodsky, 
did you make out of your insurance agency / 

Mr. Bropsxy. There again I will have to refer to the records. If 
you haven't got it, the other agencies, the Federal agencies have, 
because I have gladly supplied them. 

Mr. DeWinxp. About how much a year did you make out of your 
business ¢ 

Mr. Bropsky. There again I would have to refer to my records. 

Mr. DeW inv. Well, did you make $100,000 a year out of your 
business ¢ 

Mr. Bropsky. Would you have any objection if I referred to the 
records? I will try to give it to you. 

Mr. DeWinp. Well, did you ever make as much as $50,000 a year 
out of your business ¢ 

Mr. Bropsky. Would you have any objection if I referred to the 
records ¢ 

Mr. DeWinp. Have you got your records here? 

Mir. Bropsxy. I might have them here with me. 

Mr. DeWinp. Pardon me, go right ahead. 

Mr. Bropsxy. I am not able to give you the information. I think 
Mir. Hartmann o1 the erand jury has is file on that. 

Mr. DeWinp. Now, in 1950—that was last vear, Mr. Brodsky— 
al one how biti hy did Vou hiake out of you! insurance business 4 
\Ir. Bropsky. | would Sih that the PTOss COMMISSIONS Wer 


il i S40,000 or SoO000, anvwhere betwee 


Ot SO.000) and 


wre 
$50,000, 
Vir. DeWisp. Let us get down to the next 

Mir. Bropsky. Lam not an auditor, and I have one, a certified pul 


countant, 
] 
| 


for that purpose. I cnnnot answer the question unless 
} 


it the actual records. 
DeWinp. T would like to know, Mr. Brodsky. 
r. Bropsky. I can't even give you a “for instance.” 
Vir. DeWinp. Mr. Brodsky, was the net income that you showed 
LOS in ex ess of 820.0007 . 
Bropsky. | cannot even give you a “for instance.” I don’t 
. i don’t even know if Lam operating my business at a profit un 
l the nuditors come in ana vive mea balance sheet. 
Mr. DeWinp. Has the year 1950 been audited yet? 
Mr. Bropsky. Yes. 
Mir. DeWinp. All right. what did the audit show ? 





ie 
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Mr. Bropsky. I haven't seen it. 

Mr. DeWIUnp. Mr. Brodsky, are vou telling us here that vou run 
an insurance business, and you cant tell us approximately what the 
net earnings of that business is / 

Mr. Bropsky. Mr. Examiner, last Saturday—hold the line a mi 
ute now—last Saturday the certified public accountant came to n 
office. anc he brought with him it complete resume of iy accounts, and 
he took them back with him and I do tell you exactly just what v 
sic, tl al how aro with me it vou want to argue, al a | lor ‘t w vrit 
to. , 

Mr. Ny iN. Mr. Chairman, ree ] ask 2 qtiest On? It Mist -eelis 
HCaonies ivable to me that anyone \W ho Is Hh business doesn't know Wit ly 
a few hundred dollars or a couple of thousand dollars how much he 
is making, or not making, and that answer of yours seems most pe 
culiar to me. 

Mr. Bropsxy. Let me go a little further than that. sir. [ know that 
I constantly am selling insurance, and I know that I make a cor 
mission on the insurance that I sell, and I know that if I continue to 
sell insurance as fast as I have been selling it, that I will make money 
ws long i | do not allow rns overhead to run away with mivself, ana 
now I do not handle my books. I do not spend much time in my 
office, and I trust that pene P. A.’s that IT have and my office staff are 
eumuenenthy competent to keep me informed if I begin getting into 
the red, but as to what Insurance from a dollars and cents st: indpoint 
lam making on a net basis, I cannot answer the question. If it 
sounds peculiar, Tam sorry 

Chairman Kine. You filed vour income tax for 1950, did you not ¢ 

Mr. Bropsxy. For 1950 / 

Chairman Kine. Yes. You probably filed it in March of 1951. 

Mr. Bropsxy. I believe my auditor filed it. 

Chairman Kine. Do you not know what the figures were on that 4 

Mr. Bropsxy. I 11 st ndvanced the thought, that it was somewhere 
between 835.000 and SSO0.000 on a eross COMMISSIONS basis, and what 
the net was I don't know. 

Chairman KING Well, | cal t conceive of any businessman who 
do not remember what he made In his business when he tiled hj = 
ncome tax unless he has such a tremendously large income that the 
matter isof no portance, That is not your case, is it ? 

Mr. Bropsxy. Whether it is of importance or not, I don’t really, 
rto argue that point. - can only say that 1 know that 


Lam not vol 


lam making money 


Chairman Kine. T think that vou are unique as a businessman. 
Mr. Bropsky. Well, if it is meant as a compliment, I thank vou. 
Mr. DeWinp. Now, Mr. Brodsky, in your insurance agency did 
vou employ a secretary ¢ 
Mr. Bropsky. Yes. 
fr. DeWinp. What did vou pay your secretary / 
Mr. Bropsky. I believe the starting salary was $175, but [ am tell 
¢ you that I believe that. and I am not certain. 
Mr. DeWinp. Did vou pay rent / 
Mr. Bropsky. Yes. 
Mr. Di WIND. How much rent did you pay ¢ 
Mr. Bropsky. S160 a month. 
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Mr. DeWinxp, You remember quite a bit about your financial affairs, 
Now, Mr. Brodsky— 

Mr. Bropsky. I think that that is facetious and [I don't think we 
are getting along, if that is the way you are going to be. 

Mr. DeWinv. Mr. Brodsky, you just answer the questions, and we 
will get along a whole lot better. 

Mr. Bropsky. | am not going to inject any sarcasm. 

Mr. DeWinp. Mr. Brodsky, what other expenses did vou have in 
your business ¢ 

Mr. Bropsxky. Normal business that any insurance agency would 
have. 

Mr. DeWinp. What are those normal expenses / 

Mr. Bropsxy. Legal expense. 

Mr. DeWinp. Legal expense, did you say? That is the normal 
expense of the kind of business you ran ? 

Mr. Bropsky. That isn’t what I said. 

Mr. DeWinxp. Would you say that 8500 a month is a normal legal 
expense of the kind of business you ran? 

Mr. Bropsxy. Well, maybe we differ in opinions. 

Mr. DeWinp. Iam asking you if that is your opinion. 

Mr. Bropsky. That is what I said, and so apparently that is what 
I thought it was—— 

Mr. DeWinv. You found the other insurance men that you met in 
your business were paying that sort of legal fees? 

Mr. Bropsky. I am not interested in what other insurance men are 
doing. 

Mr. DeWrnp. You had no interest in how other people ran their 
businesses at all? 

Mr. Bropsxy. I never inquired. 

Mr. DeWinp. But you thought 8500 a month was a business expense 
that you really should incur in order to properly protect: your busi- 


ness ¢ 


Mr. Bropskxy. Yes. 

Mr. DeWinpv. Did you ever try to retain a lawyer who would charge 
less than that? 

Mr. Bropsxy. No: but I had several that charged more. 

Mr. DeWinpv. For the sort of advice that Mr. Finnegan gave you 
in connection with your insurance business ? 

Mr. Bropsxy. Even less. 

Mr. DeWtnp. Even less than what? 

Mr. Bropskxy. Even less than the advice that Mr. Finnegan eave me. 

Mr. De WINp. Did you ever have any other lawyers advise you on 
your insurance business ¢ 

Mr. Bropsky. No. 

Mr. DeWinp. What is this advice for which they charged you 
more ? 

Mr. Bropsxy. On personal things. 

Mr. DeWtnp. I am talking about this business; you felt that S500 
a month was what vou ought to pay in legal retainer and Tam trying 
to find out whether you paid any other attorney for similar advice 

Mr. Bropsxy. Not as far as the insurance agency was concerned. 

Mr. DeWinp. What other expenses are the usual expenses of « 
Insurance agency ! 

Mr. Bropsky. Telephone, of which I had several, 
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Mr. DeWinxv. What was your monthly telephone bill, approxi- 
mately ¢ 

Mr. Bropsxy. I couldn't tell you that; I imagine it would be in the 
neighborhood of $100 or $200 or $300, and I don’t know, and it would 
depend on what month it would be. 

Mr. DeWinp. What other expenses did you have in your business 

Mr. Bropsky. We had a towel service, and miscellaneous expenses, 
and we had stationery, and we had stamps and other office supplies 
and we had other policy writers besides my secretary, 

Mr. DeWInp. How many such people cid you have / 

Mr. Bropsxy. Usually we had two poliey writers. 

Mr. DeWixp. You had a secretary, and two policy writers in your 
othece ¢ 

Mr. Bropsky. That varied, I mean, actually. T usually had two 
virls, one of them, who has been my secretary since I have been a 
direct agent. 

Mr. DeWinxp. What did vou pay those people 4 

Mr. Bropsxy. It all figured around 8200 a month. 

Mr. DeWinp. To each person ¢ 

Mr. Bropsky. Yes, sir. 

Mr. DeWinp. So that vou had about S600 a month in salaries. 

Mr. Bropsxy. I don’t know whether it was $600 or $1,000 a month. 
and I don’t know what it was. 

Mr. DeWinp. Then perhaps somewhere between 88,000 to $12,000 
a vear overhead for salaries. 

Mr. Bropsky. Possibly. 

Mr. DeWInp. Well. is that about right / 

Mr. Bropsky. Possibly. 

Mr. DeWrunp. Is that about right / 

Mr. Bropsxy. TI couldn't tell vou: LT would have to refer to the 
records. 

Mr. DeWinxp. You have no recollection of what vour overhead was? 

Mr. Bropsky. I said possibly, vou advanced that 88.000 to 810,000 
and I say it is probably correct. and I don't know. You are evidently 
looking for information that I have already supplied, and [—— 

Mr. DeWinp. No, indeed, Mr. Brodsky. Tam simply asking you. 

Mr. Bropsky. I would say that vou are correct, that it is between 
S8.,000 and 812.000 for that overhead. 

Mr. DeWinp. Now, what was your total overhead a year, your 
total annual overhead in running your business 4 

Mr. Bropsky. Oh, my, I don't know that. Mr. Examiner. 

Mr. DeWinp. Did vou not just say that vou had to keep your over 
head from running away with you if vou were going to make money 4 

Mr. Bropsky. Yes, sir. 

Mr. DeWrnp. How did you know what vour overhead was doing, 
whether it was running away or not 4 

Mr. Bropsxy. When I saw a trial balance. 

Mr. DeWinpo. What did those trial balances indicate to you / 

Mr. Bropsky. They indicated that I was not letting it run away, 

Mr. DeWinp. What was your overhead, approximately / 

Mr. Bropsxy. If you are going to come back to the 88.000 or $12,000, 
Lam going to accept that. 

Mr. DeWinp. That is for salaries, I mean vour total annual over 
head. 
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Mr. Bropsxy. I couldn't speculate on something like that, and | 
will be very happy to supply you the documentary information, and | 
can’t speculate on giving the information here that might make me out 
as one who is not giving you correct information. I don’t want to, and 
I wouldn’t think you would want me to. 

Mr. DeWinp. No, sir. I simply am trying to refresh your recol 
lection as to What your annual net earnings in this business were ap 
proximately 

Mr. Bropsxy. Well, I couldn’t possibly tell you at this time. 

Mr. DeWinp. I think that you said that your gross premiums would 
run from 835.000 to Sd0.000. 

Mr. Bropsxy. No, I didn’t say that. I said that the gross comm: 
sions would. 

Mr. DeWtnp. Pardon me. Gross commissions from 835,000) to 
$50,000, and then you have an overhead item which apparently, from 
what you have said, must run in the neighborhood of 315,000 o1 
320.000, 

Mr. Bropsxy. I wouldn't know. If you are trying to pin me down, 
you are not going to get anywhere, because I don’t know. 

Mr. DeWinp. How m: uy people did you have to divide gross com- 
missions with? 

Mr. Bropsxy. All of the producers that I had that had any direct 
relationship to the business that was written, all or only those brokers 
or salesmen that directly related to the producing of the insurance 
business that I wrote. 

Mr. DeWinp. Now, about what portion of your business, of your 
cross commissions, have to be paid out to other brokers? 

Mr. Bropsky. You are not going to get me to be able to give you 
accurate information on it, Mr. Examiner, and I cannot answer the 
question, 

Mr. DeWinp. Now let us come back to the question of legal advice 
Mr. Finnegan gave you. You mentioned the one piece of advice he 
gave you with respect’ to whether you should protest against the 
claimed interest of the Blaze Agency, and can you tell us one othe) 
piece of advice that he gave you? 

Mr. Bropsky. We ll. l mentioned that he col sulted with ne on f 

ntracts, the insurance coumpany contracts, 

Mr. DeWuinp. You said he read the printed contract forms. 

Mr. Bri DSK Y. That is anothe I piece of advice that he ¢ vave me. 

Mr. DeWinp. Can you tell us another one? 

\Ir. DRoOpsSKY. He counseled with Ine on the advisability of accept 
ing any business from Vernon Clark, Jr.. as a broker. 3 

Mr. DeWinxp. What was the problem there? 

Mr. Bropsky. The proble mh was th il Mr. Clark—whose reputath 
in St. Louis is of the lowest caliber. and I will make that under oath, 
and support it with affidavits of reputable St. Louis citizens—He ad 
vised that T should dispense with having him hang around mv offic 
or give me any business, , 

Mr. DeW IND, You considered that to be legal advice from Mr 
I nnegan 

Mr cadens It wasn’t legal advice. but it was the best advice, some 
of the best advice. that he did give me. Iam regretful that he did not 
ceive if to me sooner, 


NMIr. 1) WHuNp. When did he ‘rive you that advice, Mr. Brodsky ¢ 
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Mr. Bropsky. Sometime in 1950, T believe. 

Mr. DeWinp. Was that after Mr. Clark had threatened to institute 
suit against you for an interest in commissions ? 

Mr. Bropsky. No, sir; that was after Mr. Clark had received ad- 
vances on possible business that he was to produce that exceeded $1,000, 
after Mr. Clark passed bad checks to several of my insurance clients, 
after Mr. Clark had used the identity of my insurance company im- 
properly, and after Mr. Clark had identified himself as being asso- 
ciated with Mr. James P. Finnegan, and after Mr. Clark went into a 
local insurance agency in the attempt to buy it and told the owner of 
that agency and his attorney that he was directly related with Mr. 
Finnegan in the insurance business, and this I can support by affidavit, 
and told him that if he sold him his insurance agency the business on 
the books, and turned over a signed contract if he was able to do so, 
he would be able to do him favors from a tax standpoint. Now, that 
is some of the things that Mr. Clark did, only a few of them, and Mr. 
Finnegan advised me not to let him hang around my office and not 
to accept any business from him, and to completely divorce myself 
from any relationships whatsoever. 

Mr. DeWinpv. Now, in the light of what you have alleged that Mr. 
Clark did—— 

Mr. Bropsxy. I am alleging, and I am able to support it with af- 
fidavits. 

Mr. DeWinp. Well, you are therefore alleging it, and in the light 
of the allegations that you make, what advice did you need from Mr. 
Finnegan about what you should do? Were you troubled about what 
you should do? 

Mr. Bropsxy. All of this information had found its way to Mr. 
Finnegan and Mr. Finnegan was the one that brought a good portion 
of this to my attention, and I did not spend time in my office and sat 
at my desk, or at any other desk, going through my books and going 
through my files, of correspondence and so forth, and I did not place 
demands on other people that would be in form of an extortion or 
blackmail, and Mr. Clark was in the process of doing all of that from 
malicious standpoint i ; rto be able to vet money, He is known 


parasite, and that is exa ‘thy what he was trying to do with my 


insurance agency. 

Mr. DeWinpn. Now, just a moment. Mr. Brodskv. This all came 
out of the question of what — l advice you were given and can you 
tel] us some other matter of ean | oi that Mr. Kh hnegan gave vou. 

Mr. Bropsky. Well, | tr l have already elven vou a eood deal 
of information as to the legal advice he has given to me. 

Mr. DeWinpv. Well, during 1949 what legal advice did vou get from 
Mr. Finnegan / 

Mr. Bropsxy. All of this legal advice th: have just related, Mr. 
LD Xaminer, is over a period of the time that WAS ] le Insurance 
business. including 1949 and 1950. 

Mr. DeWinp. This particular matter of the difli ult with Mr. 
Clark came up in 1950, T think that you said 

Mr. Bropsxy. His bad checks started in 1919. 

Mr. Dt Winn. Did you seek Mr. Finnegan's advi e at that 

Mr. Bropsky. Yes. And when Tsay “Yes.” vou are taking me b: 
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3 vears and I cannot say that on every isolated thing that you are 
questioning me about my memory is going to serve me correctly, but 
I am trying to have it serve me to the best of my ability, in a correct 
fashion. 

I have located some of the other advice that I have gotten from 
Mr. Finnegan. Mr. Examiner, I have located some other advice that 
I have gotten from Mr. Finnegan. 

Mr. DeWinxp. Good. What was that? 

Mr. Bropsxy. In 1949 I received correspondence from Mr. R. Ver 
non Clark, Jr., in which he stated what he thought to be or claimed 
to be an understanding of an association of my insurance agency, and 
he wrote me a letter outlining his impressions, and in that letter he 
stated, and this is dated August 31, 1949: 

Your partner supplies the entrees, and you are to supply the leg work, and 
I to supply the know-how and the various connections which the agency might 
need. 

Now, he wrote this letter, registered mail, and when I think just 
about the time I acquired the suite in the Railway Exchange Building, 
and he invited himself into my business. However, I supplied the 
grand jury with a statement by Mr. Clark. 

Mr. DeWrnp. Now, this is getting far afield from the questions 
that you were asked. 

Mr. Bropsxy. You asked me about advice. 

Mr. DeWtnp. I am not asking you about statements that you gave 
to the grand Jury or anybody else gave, and I am asking you what 
advice did Mr. Finnegan give you. 

Mr. Bropsky. All right, now, I read to you the paragraph in the 
letter of R. Vernon Clark, Jr., dated in 1949, August of 1949. 

Mr. DeWrnxp. Could you let me see that letter / 

Mr. Bropsxy. Yes. 

Mr. DeWinv. Would you please hand it to me now. 

( Document handed to Mr. DeWind. ) 

Mr. DeWinp. Mr. Brodsky, what did you do when you received that 
letter? Did you speak to Mr. Finnegan when you received the letter / 

Mr. Bropsky. Yes. 

Mr. DeWinxp. What did you say to Mr. Finnegan ? 

Mr. Bropsxy. I didn’t say anything other than show him the letter 
and ask him from a legal standpoint what my position was and he 
advised me that I should convey to Mr. Clark, which is exactly what I 
had planned to do, that his impressions were incorrect and were 
figments of imagination. Now, I didn’t even have at that time any 
insurance business to speak of on my books. I had some, but the larger 
portion of it comparatively speaking came after that. I might tell 
you, Mr. Examiner, that Mr. Clark gave me a statement to the effect 
that this was not my understanding, and this was his understanding 
and not mine, and I was no party to that. 

Mr. DeWrnp. I don’t want to interrupt you in what you are saying, 
but I simply want to ask you, did you seek the advice of Mr. Finnegan 
in connection with this letter? 

Mr. Bropsxy. Yes. 

Mr. DeWinv. What advice did Mr. Finnegan give you? 

Mr. Brovsky. Just what I stated, that I had better give him what 
my impressions are, and get him straight. 

Mr. DeWinxp. Did you write a letter to Mr. Clark ? 
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Mr. Bropsxy. No, I talked with Mr. Clark in the presence of my 
secretary and straightened him out and he has since confirmed that. 

Mr. DeWinp. Did Mr. Finnegan say that you should write him a 
letter ¢ 

Mr. Bropsxy. No, he told me that I should let him know exactly 
what the situation was, and now if that was my understanding that 
he was going to be one of my partners, or at all connected with the 
agency other than as a broker, that I should inform him, and if he 
was going to bea partner then I should accept him. 

Mr. DeWinp. Was this letter written in connection with the claim 
for a share of commissions going out of the Food Center insurance ?/ 

Mr. Bropvsxy. I think the letter speaks for itself. 1t stated it was 
his impression, and this was prior to having placed the Food Center's 
business on the books. It was contemplated; it was not as yet on the 
books. 

Mr. DeWrnp. Mr. Chairman, if I may read a portion of this letter 
into the record. It is addressed to Mr. Martin Brodsky, care of Bet- 
well Manufacturing Co., Inc., 1021 Washington Avenue, St. Louis, 
Mo. It isdated August 31, 1949. 

Dear Marty: I am taking this means of reaching you inasmuch as you are so 
busy most of the time we cannot have any discussion to speak of concerning 
Food Center insurance. I asked you to drop me a memorandum concerning your 
idea on the subject and your reply was “I never put anything in writing,” and 
hence | am putting my impressions in writing for your files. 

That’s the first paragraph of the letter. Then skipping five para- 
graphs, and reading the following one: 

Your partner supplied the entree, you were to supply the leg work, and I was 
to supply the know-how, and various connections which we might need. The 
first part of that was done. 

Now, Mr. Brodsky, is that statement attributed to you, “I never 
put anything in writing,” correct ? 

Mr. Bropsky. No; that is not correct. 

Mr. DeWinp. You never said to Mr. Clark, “I never put anything 
in writing”? 

Mr. Bropsky. No: T did not. 

Mr. DeWinpv. Did you as a matter of fact want anything in writing 
concerning this transaction ¢ 

Mr. Bropsky. Concerning what transaction / 

Mr. DeWinpb. Beg your pardon / 

Mr. Bropsky. Concerning what transaction / 

Mr. DeWinpv. The Food Center transaction. 

Mr. Bropsky. Everything concerning the Food Center contract was 
in writing, the policies were delivered and they were in writing. 

Mr. DeWinp. But I am talking about the arrangement with Mr. 
Clark. 

Mr. Bropsxy. There was no arrangement with Mr. Clark or anyone 
else regarding the Food Center account except the broker of the Food 
Center account and the ageney. 

Mr. DeWinp. Did Mr. Finnegan ever advise you not to put any 
thing in writing concerning this arrangement with Mr. Clark ? 

Mr. Bropskxy. He did not. 

Mr. DeWinp. Did you not just testify ui moment ago that Mr. 
Finnegan advised you to see Mr. Clark personally ¢ 
Mr. Bropsxy. No, I did not testify to that. 
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Mr. DeWrnp. What did Mr. Finnegan advise you? Let us get th 
clear. 7 ' 

Mr. Bropsxy. I told you and I would suggest that you let the record 
be read back, but if you want me to give it to vou again as best I ca 
recall, I will try to do that. I told you that Mr. Finnegan said I had 
better straighten myself out with Clark’s impressions, which I did 

Mr. DeWrnp. But you did not put it in writing ¢ 

Mr. Bropsky. There was no occasion to put it in writing. 

Mr. DeWixp. Well, then, Mr. Clark’s suggestion that you did not 
want to put it in writing was perhaps correct; was that right? 

Mr. Bropsky. What Mr. Clark suggests is of no concern to me 
because I discounted it 100 percent. 

Mr. DeWinxp. When Mr. Clark says in his letter “Your partne: 
supplied the entree,” to whom was he referring, do you know? 

Mr. Bropsxy. No, I do not. 

Mr. DeWinp. Who did supply the entry to the Food Center for 
yous 

Mr. Bropsxy. Mr. Finnegan. 

Mr. DeWryxp. Did Mr. Clark know that ? 

Mr. Bropsxy. I don’t know. 

Mr. DeWrnxpv. Well, he says your partner supplied the entry. 

Mr. Bropsky. I had no partner. 

Mr. DeWixp. Do you think he was referring to Mr. Finnegan’ 

Mr. Bropsky. 1 would suggest that vou get Mr. Clark back and 
ask him, and I don’t know who he was referring to. 

Mr. DeWinp. The fact of the matter is Mr. Finnegan was you 
entry, was he not / 

Mr. Bropsxy. I have answered that question. 

Mr. DeWinp. Was the answer yes? 

Mr. Bropsxy. Mr. Finnegan arranged for me to meet Mr. Molaskey, 
who was the president of the Food Center, and he didn’t know whether 
I knew the man or I didn’t know him, but he did tell me that he would 
see what he could do in arranging a meeting for me. That he did 
do, and that is all. 

Mr. DeWrnp. Mr. Brodsky, did you ever discuss with Mr. Donal 
1). Kelly of the John Hancock Mutual Life Insurance Co. the sale of 
life insurance ¢ 

Mr. Bropsky. Yes. 

Mr. DeWinp. When did you first see Mr. Kelly ? 

Mr. Bropsxy. Contrary to Mr. Kelly’s testimony yesterday, I saw 
Mr. Kelly in October of 1948, and not m June or July, as he testified 
Mr. DeWinp. Was that the first occasion you saw Mr. Kelly 

October of 1948 ¢ 

Mr. Bropsky. That was the first and I was introduced, as T told 
you earlier, by Mr. Aaron Dolan of the Prudential Insurance Co., t: 
Mr. Kelly. 

Mr. DeWrnxp. What did he say to Mr. Kelly at that time? 

Mr. Bropskxy. I discussed with Mr. Kelly nothing on that oceasio 
other than the possibilities of having him give me a contract with | 
company, and Mr. Dolan was present at the time of the entire co! 
versation. 

Mr. DeWinp. What did Mr. Kelly say about a contract? 

Mr. Bropsky. I couldn't tell you whether it was on the first o1 
second occasion of my conversation with Mr. Kelly, but I am inclin 
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to say that it was on the second occasion that we went into the 
nature and the volume of the business that I would be able to pro 
duce. The first occasion was with respect to contract only. 

Mr. DeWrxp. What form of contract were you seeking‘ 

Mr. Bropsky. Representation of the insurance company, im which 
Mr. Kelly was the general agent. 

Mr. DeWinp. In what capacity ! 

Mr. Bropskxy. This is a brokerage contract, and this is a brokerage 
contract and it was signed by Mr. Kelly and myself and witnessed. 

Mr. De Winn. What is the date on the contract ¢ 

Mr. Brovsxy. The 29th of November 194s. 

Mr. DeWinp. All right. Now. did you see Mr. Kelly in June or 
July of 19497 

Mr. Bropsxy. | may have. Wait a moment, and I will tell you if 
] lid. 

I did. 

Mr. DeWixp. When did vou see Mr. Kelly ‘ 

Mr. Bropsky. In June of 1949. 

Mr. DeWrnxv. Do you have a diary that establishes this ¢ 

Mr. Bropsxy. I have suflicient information to establish it: yes. 

Mr. DeWinp. What is the information you have to establish it? 

Mr. Bropsky. The polices receipt which caused me to have that 
visit with Mr. Kelly. 

Mr. DeWInp. The policy receipt ¢ r 

Mr. Bropsky. Yes—allocation receipt ; excuse me. Application for 
the policy receipt. 

Mr. DeWinxp. What policy was this? 

Mr. Bropsky. Policy on the life of Philip Muennig. 

Mr. DeWixp. What did you say to Mr. Kelly at that meeting? 

Mr. Bropsky. I went into the discussion of the nature and the 
volume of the business that I would be able to produce. 

However, I had already produced, prior to this visit, insurance 
that was accepted by Mr. Kelly and his home office as desirable busi 
ness. Mr. Kelly's contract with me, incidentally, Mr. Examiner, has 
a provision that allows him the privilege of canceling it on 30 days’ 
notice, so he did not have to accept any business from me if it was 
undesirable or if he felt a relationship with me was not to his mutual! 
advantage as well as mine. 

Mr. DeWinxp. When did you first discuss with Mr. Kelly the Valley 
Steel Products Co. 7 ; ; 

Mr. Bropsky. On my second visit and meeting with him. 

Mr. DeWinp. When was that? 

Mr. Bropvsky. In June of 1949. 

Mr. DeWrnp. Well, did you 

Mr. Bropsrxy. Thad given him business prior to that, ves. 

Mr. DeWrnp. Did you tell Mr. Kelly prior to that conversation 
that there were a lot of tax assessments and that vou were getting some 
names of people who had outstanding tax liabilities from Mr. 
Finnegan ¢ 

Mr. Bropsxy. I told Mr. Kelly at that meeting the type 

Mr. DeWinp. Just a minute, Mr. Brodsky. 

Mr. Bropsky. I will answer that question and say “No.” and that 
it was a lie when Mr. Kelly stated that I did. 

Mr. DeWinp. You never discussed 
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Mr. Bropskxy. I will tell you the almost verbatim discussion, because 
I have got notes on it. 

Mr. DeWinxp. Now, when did you make these notes / 

Mr. Bropsxy. I made them in 1949, at the time of every one of the 
meetings. 

Mr. DeWrnp. Is the Mr. Kelly you are referring to the Mr. Donald 
1). Kelly who is sitting in the audience behind you ¢ 

Mr. Bropvsky. He is. And I have a recorded conversation that Mr. 
Kelly claimed that he was misquoted greatly on the information that 
was supplied to the grand jury and to the other Federal agencies, 
including the Intelligence Unit, in this examination regarding these 
facts. 

Mr. DeWrxp. Just a minute, Mr. Brodsky. Are you saying here 
that the testimony Mr. Kelly gave yesterday is false ? 

Mr. Bropsxy. I am saying just that. 

Mr. DeWrxp. Did you ever mention Mr. Finnegan’s name to Mr. 
Kelly? 

Mr. Bropsxy. I did. 

Mr. DeWrnp. Did you mention his name in connection with this 
meeting in June of 1949? 

Mr. Bropsky. Repeat the question, please. 

Mr. DeWrnp. Did you mention Mr. Finnegan's name at your meet- 
ing in June of 1949 with Mr. Kelly? 

Mr. Bropsxy. Yes. 

Mr. DeWrxp. What did you say about Mr. Finnegan? 

Mr. Bropskxy. I told him that Mr. Finnegan was closely acquainted 
with me and that an association with him might later develop, and if 
he was interested in giving me a contract of a different nature than 
that which I now had, so that I could write the business on a more 
cempetitive basis, I would entertain accepting it. 

Mr. DeWinp. What did your close association with Mr. Finnegan 
have to do with it? 

Mr. Bropsxy. Have to do with what ? 

Mr. DeWinp. You said you told Mr. Kelly you had a close associa- 
tion with Mr. Finnegan and if he wanted to give you a different sort 
of contract you would be glad to take it. 

Mr. Bropsxy. You asked me if any mention of Mr. Finnegan’ 
name was made at that meeting. I answered the question and said 
eV os” 

Mr. DeWixp. Why should Mr. Finnegan’s name come up in con 
nection with a different contract for you ? 

Mr. Bropsxy. Every person that was connected with an insurance 
agency in every one of my contracts was discussed with every con 
pany representative when I entered into them. That is common 
conversation, 

Mr. DeWrnp. Let’s get down to this: Why did you tell Mr. 
Kelly—— 

Mr. Bropsxy. I answered the question. That is common conversa- 
TION. 

Mr. DeWtnv. Yes: but why did vou tell Mr. Kelly that you were 

losely associated with Mr. Finnegan ? 

Mr. Bropsxy. So that Mr. Kelly would know the structure of my 
business and the possibility of developing a business that Mr. Finne- 
ean or his son might have an interest in. 
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Mr. DeWixp. Then you told Mr. Kelly that for the purpose of im- 
pressing Mr. Kelly with the potential business that could be developed 
due to your close association with Mr. Finnegan ‘ 

Mr. Brovsxy. On the contrary, I don’t try to impress anybody that 
I talk with. 

Mr. DeWinxp. What was the purpose, then / 

Mr. Bropsxy. I answered that question. I discussed the structure 
of my insurance agency with every—— 

Mr. Dre WINp. Was Mr. Finnegan’s close assoc lation with you part 
of that structure / 

Mr. Bropsxy. I told you just exactly what I said: that it might 
later develop into it, and I was now advising Mr. Kelly of that pos 
sibility. 

Mr. DeWixp. What else did you say about Mr. Finnegan / 

Mr. Bropsxy. That was all I said about Mr. Finnegan. We had 
other conversation regarding Mr. Solomon on that meeting. 

Mr. DeWinv. Did you tell Mr. Kelly at that meeting that Mr. Fin- 
negan had supplied you with the name of the Harrison Lumber Co. ? 

Mr. Bropsky. | did not, and Mr. Kelly knows from his records, if 
vou will consult them, that we had never even heard of the Harrison 
Lumber Co, at that time. 

Mr. DeWrnp. Did you tell Mr. Kelly that Mr. Finnegan had given 
you the name of the Valley Steel Products Co. ¢ 

Mr. Bropsxy. I did not. 

Mr. DeWrnp. Did you tell Mr. Kelly that Mr. Finnegan had given 
you the name of the Missouri Valley Paper Stock Co. ? 

Mr. Bropsxy. I never heard of that company. 

Mr. DeWinp. I think that is the Missouri Paper Stock Co. 

Mr. Bropsxy. I never discussed with Mr. Kelly anything at all 
about specific identity of insurance prospects. I did with Mr. Heuer- 
mann. But Mr. Kelly never went into those details. It was a brief 
conversation after I got the application on Valley Steel that I had with 
Mr. Kelly, but that isall. Ttalked with him about possible volume. I 
talked with him about the nature of the policies that I contemplated 
writing. But I never went into the details of Missouri Paper. 

Mr. DeWinp. Did vou ever tell anyone, Mr. Brodsky, that Mr. Fin- 
negan had given you names of prospective customers ¢ 

Mr. Bropsxy. I never did tell anyone that. 

Mr. DeWrnp. Did you ever tell any of the agents that Mr, Fin- 
negan Was giving you the names of prospective customers / 

Mr. Bropsky. You are repeating a question in a different light. I 
say that I did not. 

Mr. DeWinv. Did you ever tell that fact to— 

Mr. Bropsky. That was not a fact. 

Mr. DeWinp. Did you ever state that it was a fact to Mr. Heuer 
mann é 

Mr. Bropsky. No; I did not. 

Mr. DeWinp. You are sure of that? 

Mr. Bropsxy. I am quite sure of it. 

Mr. DeWrnp. Did you ever tell it to Mr. Clark? 

Mr. Bronsxy. I never told it to Mr. Clark. 

Mr. DeWinp. Did vou ever tell it to Mr. Blair? 

Mr. Bropsxy. Repeat the question from the beginning please, Mr. 
Examiner. 
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Mr. DeWinb. Did you ever tell Mr. Blair that Mr. Finnegan was 
giving you names of prespective customers 

Mr. Bropsxy. No, sir; I told that to no one, as I have previously 
stuted, sinee it was not the case. 

Mr. DeWinp. Did vou ever tell that to anyone? 

Mr. Bropsky. Since it was not the case, 1 never told it to anyone, 
and L repeat myself, 

Mr. DeWinpv. Now, in fact, Mr. Brodsky, had Mr. Finnegan given 
you the name of the Valley Steel Products Co. ¢ 

Mr. BropskyY. Had Mr. Finnegan vivenh rie the hame of Valley 
Steel? No, sir. 

Mr. DeWinp. Had Mr. Finnegan given you the name of the Ila 
rison Lumber Co. ¢ 

Mr. Bropsky. Now, the Harrison Lumber Co. president or partner 
or whoever it was used to lunch where Mr. Finnegan and [ lunched 
on the average of once a week. He didn't have to give me that hame, 
and he didn’t give me that name. 

Mr. DeWinp. So you did meet Mr. Harrison through Mr. Finnegan; 
is that right? 

Mr. Bropsky. | just stated that Mr. Harrison lunched at the 
sume aE where Mr. Finnegan and I lunched on the average of once 
a week. I don’t recall—this goes back several years—whether Mr. 
Finnegan personally introduced me to that man or whether any one 
of the members, which consisted of several, introduced me to him, or 
whether I introduced myself. I don’t know. It goes back a long 


time before I ever called on him to sell him insurance. 
Mr. DeWrnp. Do you remember having a discussion about these 


matters with any of the agents of the Bureau of Internal Revenue ? 

Mr. Bropsky. Yes. 

Mr. DeWrxp. Do you remember having a discussion or interview 
with Mr. Hartmann concerning these customers we have been men 
tioning here / 

Mr. Bropsxy. Yes. 

Mr. DeWrnv. Did you tell Mr. Hartmann that you had obtained 
names of clients from Mr. Finnegan ? 

Mr. Bropsky. There again, I take sharp issue with Mr. Hartmann, 
as I have with Mr. Kelly. Beeause either he has misrepresented thie 
facts, distorted them, or misunderstood them. 

Mr. DeWinp. What do you know about what Mr. Hartmann has 
said ? 

Mr. Bropsxy. Because the grand jury and the Congressional Record 
conveys What Mr. Hartmann has taken and said. 

Mr. DeWinp. Did you tell Mr. Hartmann, yourself, that you had 
obtained the names of clients from Mr. Finnegan / 

Mr. Bropsxy. Mr. Hartmann misconstrued what I told him if he 
stated that, and that is what the Congressional Record states. 

Mr. DeWinp. Did you ever tell him that ? 

Mr. Bropskxy. If I did tell him that—and I may have through an 
oversight and a mistake, which I doubt—I am now correcting it. Be 
cause Mr. Finnegan did at no time supply me with a list of tax 
pavers that had deficiencies or prob jlems, as Mr. Hartmann testified. 

Mr. DeWinp. Now, do you recall during the interview with Mr. 
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Hartmann, at which you were represented by counsel, that you inter- 
rupted a line of questioning by Mr. Hartmann to consult with your 
counsel? Do you remember that? 

Mr. Bropsxy. Yes. 

Mr. DeWinv. And after that consultation, do you recall telling Mr. 
Hartmann that you had obtained certain information from the ollice 
of the collector of internal revenue and that the only person you 

ever obtained such information from was Mr. Finnegan / 

Mr. Bropsxy. With reference to Food Center; yes. 

Mr. DeWinb. With reference to what / 

Mr. Bropsxy. With reference to the Food Center account; yes. 

Mr. DeWrnpv. Well, with reference to any other matters / 

Mr. Bropsky. Not with reference to any other matters. 

Mr. DeWtinp. And did you then say that you had obtained the 
names of some of your clients from Mr. Finnegan ¢ 

Mr. Bropsky. Now, when you take and say I obtained the names of 
-ome of my clients from Mr. Finnegan, I would like for the proper 
light to be cast upon that statement. 

Mr. DeWinp. Well, did you make the statement / 

Mr. Bropsxy. [ don’t even recall that I made the statement, but I 
can now and here say that some of my clients that I had sold in- 
surance to, some of whom I have not sold insurance to as weil, were 

ames that were drop yped during conversations with Mr. Finnegan, 
ves, and are general social conversations. 

Mr. DeW IND. W ho are those clients whose names were drop ped 1 
conversation by Mr. Finnegan ¢ 

Mr. Bropsxy. Why, we talked about so many people in our normal 
ocial life together that it would fill volumes to tell you every person's 

ame Who was mentioned. 

Mr. DeWunp. I am not asking you to do that. Can you tell us 
<ome ¢ 

Mr. Bropsxky. Yes. A Mr. Krekler’s name was dropped, K-r-e-c-k, 
or K-r-e k-l-e-r. His hame was dropped, as to whether or not I er ie W 

m. Mr. Loeb’s name. a promine nt St. Louisan. Both of those names 
were drop ped in our conversation. Mr. Paul Winters’ name was 
dropped in our normal line of conversation. One or two of them lived 

the near vicinity of me. Some of them belonged to the country club 
that I belonged to. In social functions and affairs we were together. 
Chere were people that we had social interests with, that Mr. Iinne 
can and myself over a period of 20 years knew personally. 

You referred to the Missouri Paper Stock. I knew that man long 
efore Mr. Finnegan knew him. IT knew him from a social standpoint. 
My family knew him. You speak of other accounts that I have sold 

surance to that have been identified in the Congressional Record. 
Whi, I have known most people long before Mr. Finnegan ever 

new them, Of that Lam sure. My family have known them. 

There was only one account that Mr. Finnegan ever mace any ad 

we as far as trying to help me with, and that was Food Center. 

Mr. DeWinp. Mr. Clark—— 

Mr. Bropsky. My name is Brodsky. 

Mr. DeWinp. Mr. Brodsky—I am sorry. 

bdo you recall @oing to the Valley Steel Products Co. / 
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Mr. Bropsxy. All right. DoT recall? Yes. 

Mr. DeWinxp. When did you first go to the Valley Steel Products 
Co. office ¢ 

Mr. Bropsky. In the early part of 1949. And there again, con 
trary to Mr. Hartmann’s testimony yesterday, I did not get my first 
piece of business in November of 1949 from the Valley Steel but rather 
in June of 1949, which definitely differs from his testimony. 

Mr. DeWinp. I am not sure that it is, but I 

Mr. Bropsxy. I can substantiate it. I can show you the statements 
if you would like to see them. 

Mr. DeWixp. All right. The first business you got was in June of 
1949. And what business was that ¢ 

Mr. Bropsxy. That business, and I, as late as yesterday, asked 
Valley Steel to confirm this by wire to me, which they did, was a 
policy written in the American Automobile Insurance ‘Co. covering 
them for comprehensive liability in the limits of $25,000 and $50,000 
on bodily injury and $5,000 on property damage. The policy was 
dated June the 16th, 1949, and is confirmed by Valle ‘vy Steel in a wire 
which I will be very happy to supply you w ith, 

Mr. DeWrnp. Let me see that wire, please. 

Mr. Bropsxy. You understand that 1 am giving you these and 
want them back. 

Mr. DeWinp. Yes, you may have them back. 

Now, when did you first speak to Mr. Lester Crancer about buying 
life insurance / 

Mr. Bropskxy. I never spoke to Mr. Lester Crancer about buying life 
insurance until very recently. 

Mr. DeWinxv. When did you first speak to Mr. George B. Fleisch 
man about buying life insurance ? 

Mr. Bropsky. As I stated, I think it goes back to the early part of 
1949, group plan life insurance. 

Mr. DeWrnp. I didn’t hear that last. 

Mr. Bropsky. Group insurance on his employees and life. 

Mr. DeWinp. And personal life insurance / 

Mr. Bropsky. And personal life insurance—no, no, not personal. 
I never talked to him about buying personal life insurance. The 
man, and it was common knowledge, was uninsurable. And it was 
common knowledge. And contrary to Mr. Kelly’s testimony that | 
did try to sell him a policy, it is an untruth. 

Mr. DeWinp. Was Mr. Fleischman examined for life? 

Mr. Bropsxy. He never was examined. And as you will not 
there—I think it is in that wire—the “minor employee” that I did sel! 
and examine was at the time that TI sold him the assistant to the pres 
dent of the company and not the minor employee that has been con 
veved to this committee and other Government agencies so as to gin 
incorrect Information and leht on the whole situation. 

Mr. DeWixp. Do you know what compensation Mr. Muennig 
recerved—— 

Mr. Bropsky. Tam not interested, and I don’t know, but I do know 
what his title was. He was a kev emplovee. 

Mr. DeWixp. Do you know what his duties were ? 

Mr. Bropsky. He was the assistant to the president of the company 

Mr. DeWrxp. Did you discuss with Mr. Fleischman putting lift 
insurance on Mr. Muennig’s life ? 
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Mr. Bropsky. Excuse me, please. 

Mr. Fleischman discussed with me the plan that he had already 
started putting into effect with other insurance agencies than mine, 
a retirement type of policy and pension fund for his key employees. 
This was merely one piece of business that he gave me the opportunity 
to write for what he considered to be a key employee in his organization. 

Now, I will also confirm that by a wire that I also received yesterday 
from Mr. Muennig, they had worked on other insurance for key em- 
ployees of the same nature that I sold, and had the signed application 
from Mr. Muennig. 

Mr. DeWrnv. When you talked to Mr. Fleischman about this in- 
surance, did you tell him you were associated with Mr. Finnegan ¢ 

Mr. Brovsky. I did not. 

Mr. DeWinpv. Did you tell any representative of the Valley Steel 
Products Co. that you were associated with Mr. Finnegan ? 

Mr. Bropsxy. I did not. 

Mr. DeWrxp. Did you discuss with Mr. Fleischman what Mr. 
Muennig’s duties were? Did Mr. Fleischman reveal that to you at 
all? 

Mr. Bropsky. I never went into that phase of it. It may appear, if 
you asked Mr. Heuermann—it may appear on the application for the 
retirement plan policy that was taken out. The application was taken 
out, and I believe his duties or his title might appear on there. 

Mr. DeWixp. Did Mr. Fleischman tell you that he was a key 
employee ¢ 

Mr. Bropskxy. Mr. Fleischman told me that he was his assistant. 
And I don’t recall that but I am of the opinion that he was one of 
the vice presidents. I know it to be a fact that he is a vice president 
of the company. 

Mr. DEW Np. I beg your pardon ? 

Mr. Bropsky. I know it to be a fact that he is a vice president of the 
company. 

Mr. DeWrnp. Now? 

Mr. Bropsky. Now, I know, ves. Now, too. IT don’t know whether 
he was then. IT have a wire stating here that he was the assistant to 
the president at the time the retirement plan policy and application 
was applied for. 

Mr. DeWinp. Can you tell us what Mr. Muennig’s compensation 
was at that time’ 

Mr. Bropsky. You have asked me that question. 

Mr. DeWinp. You don’t know? This wire doesn't tell you that ? 

Mr. Bropsxy. What ¢ 

Mr. DeWinp. You do not have that information now ¢ 

Mr. Bropsxy. His personal salary / 

Mr. DeWinp. Yes. 

Mr. Bropsky. I don’t want to go into that phase of anybody's 
business. 

Mr. DeWinp. Did vou ever know that when you discussed the 
insurance business / 

Mr. Bropsky. Why, no. 

Mr. DeWinp. This was a question of insuring key employees, was it ¢ 

Mr. Bropsky. What is that ? 

Mr. De Wuinn. The whole discussion cones red 1 suring key 
employees : 
1 
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Mr. Bropskxy. He was only one of the key employees. They had 
several of them. 

Mr. DeWrnp. Yes, but in these discussions vou did not discuss the 
compensat ion of the key emplovees / 

Mr. Bropsxy. Yes. If it had been on a group plan or a hospitali- 
zation plan or an accident plan, you would do something like that, 
but I never got into that to the extent where they were going to buy it. 

Mr. DeWrxp. Did you ever tell Mr. Hartmann that you might 
have mentioned Mr. Finnegan as associated with vou when talking 
with Mr. Fleischman ? 

Mr. Bropsxy. Not to my recollection. At that time, Mr. Finnegan 
wis my attorney, you will recall, or one of them. 

Mr. Di WIND. Now, clo you recall rong to the Harrison Lumber Co. 
in connection with the possibility of selling life insurance / 

Mr. Bropsxy. Yes. 

Mr. DeWrnp. Did Mr. Heuermann go with you ? 

Mr. Bropsxy. He did. 

Mr. DeWrnp. When was that? 

Mr. Bropsky. I am not referring to my records, but I am inclined 
to think that it was in September or October of 1949. Now, I am 
telling you now that I am not sure that that was September. It might 
have been October. 

Mr. DeWinp. Mr. Hevermann went with you to the office of the 
Harrison Lumber Co.: is that correct ? 

Mr. Bropsky. Yes. 

Mr. DeWinp. Whom did you see there? 

Mr. Bropsxy. On that morning I saw tirst the Mr. Harrison who 
did not handle the insurance for the company. 

Mr. DeWinp. Now, at that conversation, did you say that you were 
connected with Mr. Finnegan / 

Mr. Bropsxy. In reference to my visit there, IT mentioned Mr. Fin 
negan’s name tothe first Mr. Harrison, the first man. 

Mr. DeWinxnp. What mention did you make of Mr. Finnegan’s 
name / 

Mr. Bropsxy. I can’t recall the entire answer, but I do recall this. 
I know if Mr. Harrison is questioned on it and if Mr. Heuermann is 
further questioned on it—that the first Mr. Harrison made the state 
ment to this effect, that he had either just sent in a payment or was 
about to send in a tax payment. And, at that juncture, I specifically 
informed that Mr. Harrison, the first one that I had met there that 
morning. not the one I went there to see, that IT was not from Mr. 
Finnegan's office, and I continued with Mr. Heuermann to wait for 
the other Mr. Harrison. Now, Mr. Heuermann, I believe, will reeall 
that. becanse Lam sure Mr. Harrison did. 

Mr. DeWinxp. But just precisely what did you say about Mr. Finne 
gan ¢ 

Mr. Bropsxy. I might have mentioned that I was a friend of Mr. 
Finnegan's, and that IT was the person who had lunch with his brother 
at this place where we usually had lunch on Thursdays. But T cor 
rected any idea that he could possibly conceivably have that I was 
from Mr. Finneean’s office. 


Mr. DeWinxp. You say you corrected that idea / 
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Mr. Bropsxy. That he had. if he assumed I was from Mr. Finne 
gan’s office. I made it very, very clear to him that | Was not, And 
I waited for the second Mr. Harrison. 

Mr. Dr Winn. Did Mr. Harrison state in any way that he thought 
you were from Mr. Finnegan's office / 

Mr. Bropsky. Well. he made mention of the fact that they had just 
made a tax payment or were about to make a tax payment. And at 
that point T told him that I was not from Mr. Finnegan’s office. 

Mr. DeWINp. Mr. Harrison brought up the question of the tax pay- 
ments all by himself; did he ¢ 

Mr. Bropsxy. That is right. 

Mr. lt Winp. And then what did he Say about your connection with 
Mr. Finnegan’s office / 

Mr. Bropsxy. | made the statement that I had no connection with 
Mr. Finnegan’s office. and I continued to wait for Mr. Harrison’s 
brother, the second Mr. Harrison. 

Mr. De WInp. Well. but what did Mr. Harrison, the first. Say about 
your connection with Mr. Finnegan's office / 

Mr. Brovsxy. I told vou that. I told vou he made a remark that 
he had made a payment or was about to make a payment. I have 
stated that. 

Mr. DeWinpv. Yes, but what did he say about your connection with 
Mr. Finnegan / 

Mr. Bropsky. No further comment. Ask Mr. Harrison, why don’t 
you’ You have already. 

Mr. DreWINp. You dropped in to see Mr. Harrison and — 

Mr. Bropsky. I didn’t drop in. IT made a specifie call to sell him 
life Insurance. 

Mr. DeWinp. All right. And when you arrived there, Mr. Harri 
son said: “We have made a payment on our taxes to the collector.” 
Is that how it came about / 

Mr. Bropsky. Are you asking me for a verbatim conversation’ J 
vave vou exactly what I thought it to be. 

Mr. De WInp. How did this topic come up? 

Mr. Bropvsxy. I also told vou that I told him that I had lunch on 
Thursdays the same place that his brother did, and Mr. Finnegan. 
and that he was a friend of Mr. Finnegan’s. 

Mr. DeWInp. Sut somehow Mr. Harrison associated your Visit 
vith the fact of the tax payment ? 

Mr. Bropsky. That is right. Apparently he assumed that I was 
onnected with Mr. Finnegan's office. Apparently he did. 

Mr. DeWinp. And he somehow associated that with the fact that 
e had made a tax payment / 

Mr. Bropsky. If you want to say that, [am not going to contra- 
ict it. 

Mr. DeWinp. At least, he brought up the subject 

Mr. Bropsky. He did make the mention that he had made a pay- 
ent or was about to make a payment. However, when we saw the 
econd Mr. Harrison he explained the financial situation of their com- 
pany, and Mr. Heuermann and I presently departed, concluding that 
obviously we didn’t have any prospect of selling them life insurance. 
Phere was no further conversation about Mr. Finegan whatsoever. 
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Mr. DeWinp. Now, in connection with the Valley Steel Products 
Co. application for insurance on the life of Philipp Muennig, did 
you make a telephone call to the Valley Steel Products Co. in the 
presence of Mr. Wilson ? 

Mr. Bropsxy. I don’t even know who Mr. Wilson is. You will 
have to do better than that. Who is Mr. Wilson? 

Mr. DeWixp. Mr. Philip Wilson of the John Hancock Mutual Lift 
Insurance Co. in St. Louis. 

Mr. Bropsxy. I never heard of him. I know a Tony—a man who 
was in charge of the group there, by the name of Tony something. 
I don’t even recall his last name. 

Mr. DeWinp. Do you recall making a telephone call to the Valley 
Steel Products Co. in which you said, “This is Finnegan's office 
calling”? 

Mr. Bropsxy. No, I do not. 

Mr. DeWtunp. Do you recall a conversation with Mr. Philip Wilson, 
or anybody else connected with the John Hancock Mutual Life In- 
surance Co. ¢ 

Mr. Bropsky. Mr. Examiner, I don’t even know who Mr. Philip 
Wilson is, now. 

Mr. DeWinpv. Do you recall a conversation either with Mr. Wilson 
or with anybody else‘ 

Mr. Bropsxy. If I don’t know the man, I could hardly recall a con 
versation with him. 

Mr. DeWinp. Allright. Do you recall a conversation with anybody 
connected with the John Hancock Co., in which you said that Mr. 
Finnegan was going to give Valley Steel Products Co. some reduction 
in their taxes? 

Mr. Bropsxy. I can go so far as to say I don’t only (sic) recall that, 
but I couldn't even stretch my imagination to make a remark of that 
kind, because I would not know anything at all about their tax 
problems. 

Mr. DeWinp. Did you ever tell anyone that Valley Steel Products 
Co. was in tax difficulties ¢ 

Mr. Bropsky. At that time, I never knew whether they were in tax 
difficulties. 

Mr. DeWixp. When did vou first learn of that fact ? 

Mr. Bropsxy. When I read the Congressional Record. And I want 
to tell you once more, if you don’t mind, please, that Mr. Hartmann 
testified yesterday that back there in June or July they still had a 
sizable deficiency existing, but he failed to testify that the whole 
$934,504.23 had been paid completely prior to the larger portion of 
the insurance I wrote for him. 

Mr. DeWrnp. Prior to what ¢ 

Mr. Bropskxy. Prior to the larger portion of the insurance I wrot: 
for him, $934,504.23 was paid by this company in full, and it is so 
stated in the Congressional Record. Now, it was testified yester 
day— : 

Mr. DeWinp. At. the time that you were conferring with M: 
Fleischman about the purchase of insurance on the life of Philipp 
Muennig, are you saving that there were no outstanding large tax 
liabilities ? 
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Mr. Bropsky. I conversed with Mr. Fleischman over a period of 
many occasions. I am stating that on July 31, or maybe August 1, 
the entire $934,504.23 had been paid in full. 

Now, you avoided mentioning anything like that. 

Mr. DeWinpv. Now, Mr. Brodsky, are you saying that in August of 
1949 

Mr. Bropsky. No; I am not saying that. 

Mr. DeWinp. Let me understand what you are saying. 

Mr. Bropsxy. I said they paid it prior to the time that I sold any 
of the larger portion of insurance that you are claiming I sold to this 
company. I know when they paid it. 

Mr. DeWtnp. Was it before the insurance application on Mr. Phil- 
ipp Muennig’s life was made? 

Mr. Bropsky. Not the application ; before any sizable insurance was 
bought, I said. This was paid in full on August—or July 31, 1950. 
And in all your testimony about how much they owe and their defi- 
clencies you failed to Say what they have paid the Government. 

Mr. DeWinv. Mr. Reporter, would you read back that answer, 
please ¢ 

(The reporter read the portion referred to.) 

Mr. DeWinpv. Mr. Brodsky, at the time that you received the check 
in payment of the Muennig policy of $23,856.57, were there large out- 
standing tax liabilities / 

Mr. Bropskxy. If you are asking me what I learned since that time, 
I can answer it. If you are asking me what I knew at that time, I 
cannot answer. 

Mr. DeWtnp. | am asking you what you now think. 

Mr. Bropsky. What I now know to be the case. That check that I 
received from the Mutual Bank & Trust in order to finance that policy 
was received, and I have since learned that they did have an outstand- 
ing obligation of approximately S280,000, and that is all. They had 
liquidated down to the point of two hundred and eighty thousand- 
odd-dollars, a deficiency of practically a million dollars. That is 
pretty cood liquidat ion, | would Say. 

Mr. DeWinpv. You take credit for that liquidatio 

Mr. Bropsky. I don’t take credit for anything. 

Mr. DeWinp. All right. Now, at the time that von were undertak- 
ing to sell life insurance, then. to the Valley Steel Products Co. on the 
life of Philipp Muennig, there were close to 3300,000 of unpaid tax 
liabilities; is that correct ¢ 

Mr. Bropsky. ‘Two-hundred-and eighty thousand-odd dollars is 
correct. 

Mr. DeWrnp. Now, isn’t it true also that $22,400 of the premium 
paid on that policy was borrowed from a bank ¢ 

Mr. BropskyY. l stated that the bank financed that polley to the larg- 
est extent. and you asked me earlier if it wasn't about 90 percent, and 
I said, “Yes.” 

Mr. Dr WIND. Well. now, don’t you think that in view of their large 
tax liabilities they should better have paid that money to the Govern- 
ment than to you for a life insurance policy ¢ 
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Mr. Bropsxy. Now, look, I am not a Government collector or an) 
thing like that. Iam in the insurance business. And I am interested 
in selling insurance. 

Mr. DeWrwp. But your attorney, Mr. Finnegan, was working for 
the Bureau of Internal Revenue. 

Mr. Bropsky. | don’t care what my attorney was doing as long as he 
was advising me only along those lines where I required legal advice 

Mr. DeWrnp. Don’t you think the Government had some interest 
in the fact that Mr. Finnegan, your attorney, was working for th« 
United States Government and you were selling insurance to tax 
delinquent taxpayers ¢ 

Mr. Bropsky. | can’t project myself into the thoughts of the Gov 
ernment and those who are running it, nor will I try to. But I will 
say that they liquidated a very, very fine—or I would like to strike 
that. 

They liquidated a large obligation, which no one could say was not 
splendid progress. 

Mr. DeWinp. Well, now, don’t most people just pay their tax 
when they are due ¢ 

Mr. Bropsxy. Well, I don’t know now. Some people can, and sor 
people can't. 

Mr. DeWinp. Do you pay your taxes when they are due / 

Mr. Brovsxy. I don’t know. I may, and I may not. I know I 
have paid penalties for not paying them, so evidently I haven't paid 
them always when they were due. 

Mr. DeWinp. Do you think most people do pay taxes when they ar 
due / 

Mr. Bropsky. I don’t know. We have such high taxes now that 
when they come due you usually don’t have the money to pay them 
I can tell you this, Mr. Examiner: That during that period of time 
had this very company that I sold this insurance to not been a part 
nership but a corporation, they would have paid some $700,000 less 
taxes than they had to pay. 

Chairman Kine. Mr. Brodsky, just for my own benefit it seems that 
you are going a long way out of the field to commend or otherwise 
credit the firm; and I do not know that it has anything to do wit! 
this. 

Mr. Bropsxy. Well, the publicity has been not to the favor of tli 
firm. They have been brought out here as a firm that owes taxes 
They have been unjustly made a public figure here in this hearing 
and in other Federal agencies’ hearings. That. frankly, is certainly 
not proper, in my opinion. And I will go out of my way, Mr. Chair 
man, to try to show what they have contributed to our Government 
in not only taxes but in other forms of defense work. 

Chairman Kine. Well, 1 think that that is an act of kindness to 
the firm, but on several occasions you have interjected your great 
esteem for the propriety of the activities of this firm with respect 
to unpaid taxes, and I just want to remind vou that it does not hav: 
a bearing on what we are dealing with. 

Mr. Bropsxy. I will stick to the questions. 

Mr. DeWinp. In all of the discussions that vou had with the Valles 
Steel Products Co. regarding the purchase of insurance on the life o 
Philipp Muennig, are vou prepared to state here that vou never me? 
tioned any association with or representation of you by Mr. Finnegar 
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Mr. Bropsky. You are saying, ani | prepared to state that L had 
no association with Mr. Finnegan, or knew Mr. Finnegan, or anything 
like that’ Is that your question / 

Mr. DeWinp. No; did you in any of these conversations with the 
Valley Steel Products Co. people state your association with Mr. 
Finnegan / 

Mr. Bropskxy. I had no association with Mr. Finnegan. 

Mr. DeWinpv. Did you ever mention Mr. Finnegan's name / 

Mr. Bropsky. Mr. Finnegan’s name may at a subsequent time have 
been mentioned. I do not even recall. 

Mr. DeWinpb. In connection with the Philipp Muennig insurance ¢ 

Mr. Bropsky. Positively not. 

Mr. DeWinp. You have never mentioned Mr. Finnegan's name? 

Mr. Bropsky. Positively not. 

Mr. DeWinv. When did you mention Mr. Finnegan’s name ‘ 

Mr. Bropsxy. I didn’t say that I did. 

Mr. DeWinp. You said “at a later time.” 

Mr. Bropsky. ] said I possibly could have mentioned it at a jater 
time. I didn’t say I did. 

Mr. DeWinp. What makes you say that you possibly might have ‘ 

Mr. Bropsxky. Because the man was a friend of mine, and I have 
mentioned a good many friends’ names from time to time when I have 
talked with people. 

Mr. DeWinv. Did you ever mention his name in connection with 
Insurance / 

Mr. Bropsky. I may have. 

Mr. DeWinv. Why would you do that? 

Mr. Bropsxky. Now, you are asking for specific information. I can- 
not tell you. L also told you a moment ago that I have a good many 
friends, fortunately. And I may from time to time mention their 
names when I talk with other people. 

Mr. DeWinp. Did you mention Mr. Finnegan’s name in connection 
with selling life insurance ¢ 

Mr. Brovsky. You are specifically telling me about this case with 
Mr. Muennig. I answered that question. If you want to specifically 
identify anything, 1 will be very happy to try to specifically answer it. 

Mr. DeWtnp. I am asking you in connection with the sale of life 
insurance 

Mr. Brovskxy. I do not recall having done so. 

Mr. DeWinp. You do not recall having done what ? 

Mr. Bropsky. Mentioned Mr. Finnegan’s name in connection with 
selling life insurance. 

Mr. DeWinp. ‘To anybody ¢ 

Mr. Bropsk y. To anybody. 

Chairman Kine. Mr. Brodsky, while counsel is brushing up, did 
you ever have a discussion with anybody associated with the steel 
company concerning their tax situation ¢ 

Mr. Brovsky. No, sir. 1 take it that you are referring, Mr. Chair- 
man, to a time prior to 1950 ¢ 

Chairman Kine. That is right. 

Mr. Bronsxy. Yes, sir: I never did. 

Mr. DeWrinxp. Now, Mr. Brodsky, did you ever tell Mr. Donald D. 
Kelly that in connection with the Valley Steel Products Co. you had 
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to go a long way down the line to find anybody that you could sell 
insurance to? 

Mr. Bropsxky. What? 

Mr. DeWinp. Did you ever tell Mr. Donald D. Kelly that in con- 
nection with the Valley Steel Products Co. you would have to go a 
long way down the line to find anyone insurable ? 

Mr. Bropsxy. Unfortunately—— 

Mr. DeWinp. “Yes” or “no.” Did you ever tell that to Mr. Kelly? 

Mr. Bropsky. If you won’t allow me to answer that with this ex- 
planation, 1 am unable to answer it. 

Mr. DeWinpv. Just answer it first, and we will deal with the expla 
nation later. 

Mr. Bropsxy. I don’t know. 

Mr. DeWrnp. You don’t recall? 

Mr. Bropsxy. I don’t reeall. I will be glad to give you an explana 
tion if you want it. 

Mr. DeWinv. I don’t want an explanation. I want to know 
whether you ever made that statement. 

Mr. Bropsxy. I don’t recall. 

Mr. Byrnes. Mr. Chairman, could I interject here / 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. How can you give an explanation of something that 
you don’t recall ? 

Mr. Bropsxy. He places that question, that I would have to go a long 
way down the line to sell anyone some life insurance. I do recall 
that we made one previous examination prior to Mr. Muennig. And 
that was on the life of their treasurer. We made that examination, 
and the man was extremely ill and unable to pass the medical. I 
then knew that when they gave me that kind of a risk to insure, it was 
not going to be an easy one, even if they would rate it. Consequently, 
I might have said that “It is going to be a tough thing to write a piece 
of business where you have got people that”—I knew the president 
couldn't be written. He was uninsurable, because of being a victim 
of a disease. So I might have said that it would be difficult, but [am 
not saying that I did, because I don’t recall it. But it would not be 
an unusual statement to make, when you have a physical condition 
such as existed there with the key employees. 

Mr. DeWixp. When the Philipp Muennig application was re 
jected, was the entire amount of the premium that had been paid to 
the company repaid to Valley Steel Products ? 

Mr. Bropsxy. None of it was repaid to Valley Steel Products. That 
is—I wish to qualify it—none of it actually found its way into Valley 
Steel Products’ bank account. The checks were made payable to their 
representative, yes, 

Mr. DeWinp. Allright. Weren’t the checks made out in two checks, 
at your request 4 

Mr. Bropsxy. That is correct. 

Mr. DeWixp. And one check was used to pay off the bank loan; is 
that correct / 

Mr. Bropsky. That is correct. 

Mr. DeWinp. And the other amount did not go back to the com- 
pany; is that correct ? 

Mr. Bropsky. That is correct. 
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Mr. DeWinp. And, in fact, didn't the other amount fo into a bank 
account, a joint bank account, maintained by you, Mr. Finnegan, and 
Mr. Finnegan's secretary, Miss Desmond ? 

Mr. Bropsky. I never had a joint bank account. And as you ques 
tioned Mr. Hartmann yesterday and asked him if Miss Desmond didn't 
sign all those checks—she never signed that check. I signed it in- 
dividually. And I will give you the original right here and now. 

Mr. DeWinp. Let me get back to the question, and let’s see if we 
can get an answer to that. The question was, Didn't this—— 

Mr. Brovsky. It went into the account of Dudmar Insurance 
Agency, the $1,486.57. 

Mr. DeWinp. And wasn’t Mr. Finnegan empowered to draw checks 
on that account ¢ 

Mr. Bropsky. Not unless my signature appeared on the check with 
him. He was the attorney in fact—no; not individually. He was the 
attorney in fact for my company. 

Mr. DeWinp. Could Mr. Finnegan and Miss Desmond together 
draw checks on that account ¢ 

Mr. Bropsxy. I don’t believe so. 

Mr. DeWinp. You don't believe so? 

Mr. Bropsky. I don't. 

Mr. DeWinp. Now, isn't it a fact that the great part of the premium 
refund on the policy on Philipp Muennig’s life that went into that 
account was paid over to Mr. Finnegan ¢ 

Mr. Bropsxy. Coincidentally 

Mr. DeWtunp. Isn't it a fact 4 

Mr. Bropsky. It is not a fact. Coincidentally, there are two ex 
planations. 

Mr. DeWrinp. Just hold the explanation. 

Mr. Bropsxy. All right. 

It is not a fact that it went to Mr. Finnegan. 

Mr. DeW inv. Did it go to pay off a loan of Mr. Finnegan's? 

Mr. Bropsky. I have a wire from the company, and it went to pay 
off this policy that was written June 16, 1949. Look at the date of 
the check for the refund. 

Mr. DeWinp. Now, isn't it a fact that the refund check was dated 
August 5, 1949 ¢ 

Mr. Bropsky. And they were indebted to me prior to that. They 
were indebted to me in June of 1949. 

Mr. DeWinp. And isn’t it a fact that the check was deposited in 
the account of the Dudmar Agency ? 

Mr. Bropsxy. That is a fact. 

Mr. DeWinp. And isn’t it a fact that that was the only deposit then 
made in that account ? 

Mr. Bropsky. No; that is not a fact. 

Mr. DeWrnv. Wasn't that the first deposit? 

Mr. Bropsxy. That might have been the first deposit. I am not 
even sure of that. 

Mr. DeWtnp. And isn’t it a fact that until that account was closed 
out——— 

Mr. Bropsxy. The account was never closed out except for a mo- 
mentary day. 

Mr. DeWrnp. Just a minute, Mr. Brodsky. Up until that mo- 


mentary day. isn’t that the only deposit that went into that account? 
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Mr. Bropsxy. I am not sure. I will have to check the records on 
it. It wouldn’t make any difference. 

Mr. DeWinv. The record so shows, Mr. Brodsky. 

Mr. Bropsky. Then I will accept that. 

Mr. DeWtnp. And the record also shows that checks drawn on 
that account were apphed to pay off Mr. Finnegan’s loans at the 
Mutual Bank & Trust and that nearly all of the money went to 
Mr. Finnegan, down to the point where the balance was reduced 
to zero. 

Mr. Bropsxy. Well, now - 

Mr. DeWrnp. Is that a fact? 

Mr. Bropsxy. No; it is not a fact. You can fit these things to fit 
your story, and your claims, the way you want to, but it is not a fact. 

Mr. DeWinvp. Mr. Brodsky, I suggest to you that you consider 
this question very carefully: Is it not a fact that the checks drawn 
on that account in August and September of 1949, prior to the time 
that any other deposit was made in that account, were largely drawn 
to pay off loans of Mr. Finnegan’s and to make payments to Mr 
Finnegan ? 

Mr. Bropsxy. Look. now, Mr. Examiner. Here is a wire. I would 
rather you would look at it. 

Mr. DeWinp. Just a minute, Mr. Brodsky. Isn't that a fact? 

Mr. Bropsxy. I will have to consult the records. 

Mr. DeWinp. You consult the record and then answer the question. 

Mr. Brovsxy. I don't have the records here, but I will tell vou this. 
This 1,400- 

Mr. ly WiuNp. | don't want you to volunteer anything. Just an- 
swer the questions, 

Mr. Bropsxy. I won't. And I am unable to answer the question, 

Mr. DeWinp. Isn't it true that a check dated August 10, 1949, in 
the sum of 8500 payable to the Mutual Bank & Trust Co. was drawn 
on that account, and that the check was signed by you and Miss 
Desmond / 

Mr. Dropsxy. August the what ? 

Mr. DeWrnxp. August 10, 1949. 

Mr. Bropsky. August 10, 1949? 

Mr. DeWrnp. Yes. 

Mr. DRopsKY. Pos ibly. It IS POs ible. Do you int to 


/ 
) 


Nir. ly WIND. Have you got the checks on the account there / 
Mr. Bropsky. I thought I did. The $500 check I have got, that 
know went to Mr. Finnegan was drawn, according to mv records | 
on September the 10th—or September the 2d. And I am looking 
the check here. 

Mr. DeWinp. You know nothing about the check of Angust 
LO40) / 

Mr. Bropsxy. Well, IT would after I looked at it, if my signat 
is on it. I would know. But Tam looking at this check of Aug 
the 2?d—I mean September the 2d. 

Mr. De Wtunp. Was a check dated August 15 
$300 drawn on that account ? 

Mr. Bropsxy. Yes. 
Mr. DeWrnp. A check signed by you and Miss Desmond ¢ 
Mr. Bropsxy. Yes. 
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Mr. DeWinpv. Wasn't that in payment of a loan to Mr. Finnegan 
by the bank / 

Mr. Bropsxy. In payment of a loan / 

Mr. DeWinp. Made by the bank to Mr. Finnegan. 

Mr. Bropsky. No. 

Mr. DeWinp. What was the purpose of the payment to the bank / 

Mr. Bropsxy. Well, this was not a payment to the bank. 

Mr. DeWinp. Isn’t the check drawn payable to the Mutual Bank 
& Trust Co. ¢ 

Mr. Bropsxky. You gentlemen are all pretty good at this. You 
can look at the back of the check, and you will notice on the back 
of the check this money was given to me in cash. This is the same 
asa counter check, as far as I “um concerned. 

Mr. DeWrnp. This is a check dated August 15, 1949? 

Mr. Bropsky. Yes. 

Mr. DeWtnxp. And to whom is it drawn’? To whose order is the 
check drawn / 

Mr. Bropsky. Mutual Bank & Trust. Now, I may be mistaken on 
this. 

Mr. DeWinp. I think you undoubtedly are. 

Mr. Bropskxy. I might be. but I doubt it. 

Mr. DeWinp. The check is drawn to the order of the Mutual Bank 
& Trust Co.: isn’t that right? 

Mr. Bropsky. That is right. 

Mr. DeWinp. That is not a counter check. 

Mr. Bropsxy. I am telling you it could be considered the same as 
a counter check. I could make out a check to Mutual Bank & Trust 
and ask them to eash it for me. 

Mr. DeWinp. Was that what was done with this check? 

Mr. Bropsxy. I am not sure. 

Mr. DeWinv. Now, do you have a check dated September 2, 1949? 

Mr. Bropsky. Yes. 

Mr. DeWtnp. In the amount of S686.37 ? 

Mr. Bropsky. Yes. 

Mr. DeWiunp. Is that cheek made to cash ? 

Mr. Bropsxy. Yes 

Mr. DeWinv. Signed by vou and Miss Desmond ? 

Mr. Bropsky. And endorsed by me as the recipient. 

Mr. Dy WIND. Nov m wh if happened to the proceeds of that heck? 

Mr. BropskyY. I would have to check my records. 

Mr. DeWinxp. Do you have any recollection of what happened ‘ 

Mr. Bropsxy. No, sir. 

Mr. DeEWinp. You have no recollection now as to what happened? 

Mr. Bropsxy. Not at this moment. 

Chairman Kine. What records would you have to check, Mr. 
Brodsky 

Mr. BRropsky. I Wot ld ive to check my disbursements book and 
‘he kk the stub on this book on which the check wits issued. | do know, 
though, Mr. Chairman, 1f vou don't mind, that this same money that 
they are referring to was money that was put into my insurance 
weney account because it was owed to me. If IT disbursed $500 a 
month or any portion of it or all of it to Mr. Finnegan, it still was 
because I had a fee obligation to him. 


Nir. DeWInp. Well. t} if is not the question, Nir. Brodsky. 
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Mr. Bropsxy. But that is what you are trying to ultimately get to. 

Mr. DeWinp. All right. Let’s ultimately get to it, but not right 
now, 

Would you take a look at this? 

Mr. Brodsky, would you please let me see those checks / 

Mr. Bropsky. No, 1 don’t want to submit them. 

Mr. DeWrinp. May I please inspect those checks, Mr. Brodsky ‘ 

Mr. Bropskxy. I say “No.” 

Mr. DeWrnp. Mr. Chairman, would you please direct Mr. Brodsky 
to make those checks available for inspection ¢ 

Chairman Kine. 1 am afraid, Mr. Brodsky, unless you have a 
reason other than I can contemplate at the moment, I will be obliged 
to direct you to. 

Mr. Bropsxy. Mr. Chairman, if in any way submitting these checks 
could possibly incriminate me, and I don’t know whether they could 
or not, I wish to reserve my privilege, if I have one. 

Chairman Krne. You certainly do. And I think we should make 
it clear that if you decline to present the checks to the committee 
counsel you can only decline according to your privilege, that by so 
doing you may possibly tend to incriminate yourself. 

Mr. Bropsxy. That is exactly why I decline so doing. 

Mr. DeWrnp. All right, Mr. Brodsky. Let that line of question 
ing go. 

Mr. Bropsxy. Thank you. 

Mr. Byrnes. Could I ask the counsel at this point whether or not 
there has been any line of questioning to reveal why this secretary 
of Mr. Finnegan was made a participant in this bank account and why 
the checks had to be signed by her in this insurance account ? 

Mr. DeWrnp. The testimony so far on that point has been the tes 
timony of Miss Desmond yesterday. 

Mr. Byrnes. Just to refresh my memory on it, what excuse did 
she give for being a participant in this account ? 

Mr. DeWrnp. The gist of Miss Desmond's statement was that the 
account Was set up so as to protect a legal fee for Mr. Finnegan, in 
connection with Mr. Brodsky’s divorce proceedings. 

Now, Mr. Brodsky, did you ever tell Mr. Blair, Mr. Howard Blair, 
in the summer of 1950, that Mr. Finnegan had told you that the as 
sociation between you was off and that all payments were for legal! 
fees ¢ 

Mr. Bropskxy. I don’t recall that. I have had several conversations 
with Mr. Blair about Mr. Finnegan. 

Mr. DeWtnp. Well, in the summer of 1950, did you talk with Mr. 
Blair about your association with Mr. Finnegan ? 

Mr. Bropsxy. I can’t associate the date, but I would venture that 
if it was with respect to Mr. Finnegan it was prior to the summet 
of 1950. 

Mr. DeWrnp. Well, did you speak with Mr. Blair about termina 
tion of the association with Mr. Finnegan ? 

Mr. Bropsxy. I never had an association with Mr. Finnegan, M1 
Examiner, and I have told you that repeatedly. 

Mr. DeWrnp. Well, did you tell him that the association was off 
and that all payments were to be for legal fees 
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Mr. Bropsxy. I think you are misconstruing the whole thing. I 
told vou I never had any association with Mr. Finnegan. I have 
discussed Mr. Finnegan with Mr. Blair, and the subject came up. 

Mr. DeWrtnp. You never discussed this matter with him, about 
termination of the association, and that all payments were to be for 
legal fees ?¢ 

Mr. Bropsxy. I did have conversation with Mr. Blair that Mr. 
Finnegan was in no way associated with me, but I did not have con- 
versation that he was, or that there was a termination of his 
association. 

Mr. DeWinp. Well, did you ever tell Mr. Blair that Mr. Finnegan 
told you that the heat was on and that he did not want to have any- 
thing to do with an insuranuce agency ¢ 

Mr. Bropsky. No: I don’t reeall that. 

Mr. DeWinp. You don’t recall such a conversation ¢ 

Mr. Bropsxy. I don’t recall that conversation at all. 

Mr. DeWinp. Is it possible that you might have said it? 

Mr. Bropsky. I would very greatly doubt it. 

Mr. DeWinp. Is it possible at all that you may have said it? 

Mr. Bropsky. Look. If you have a sworn statement there from 
Mr. Blair. I can't- 

Mr. DeWinp. If we had a sworn statement from Mr. Blair, would 
that prevent you from denying it? 

Mr. Bropsky. It wouldn't prevent me from denying it, but I am 
trying to tell you I can’t tell you something if I don’t recall it. 

Mr. DeWinpv. [am asking you what might have happened. 

Mr. Bropsky. I can't tell you what might have happened in 1949 
or 1950 if I don’t reeall it. 

Mr. DeWinp. Are you prepared to deny that conversation ? 

Mr. Bropsxy. I have stated my position. I don’t recall it. 

Mr. DeWinv. Are you prepared to deny it? 

Mr. Bropsky. I am not denying it or admitting it. 

Mr. DeWinp. You have just no recollection ? 

Mr. Bropsxy. I have none. And I doubt it. 

Mr. DeWrxp. Would it be possible that you might have said that 
to Mr. Blair, or anyone else, ever? 

Mr. Bropsxy. That the heat was on? 

Mr. DeWinv. That Mr. Finnegan had told you that the heat was on. 

Mr. Bropsxy. It would be very, very unlikely. 

Mr. DeWInp. Would it be impossible ¢ 

Mr. Bropsxy. It would be impossible, too. 

Mr. DeWinv. You deny flatly that you ever said it 

Mr. Bropsxy. We are sparring back and forth. I told you that I 
don’t recall having made the statement. Now you are trying to trip 
me to say something I don’t want to say, because I don’t recall it, and 
you want me to say something that I don’t recall whether it is true or 
untrue. IT won't say it. 

Mr. DeWINp. Have you ever made such a statement to anybody ? 

Mr. Bropsky. You asked me about Mr. Blair. I don't recall the 
conversation whatsoever, and T am leaving it at that point. I don’t 
reeall it. 

Mr. DeWINp. I was trving not to quite leave it at that point, if \ 


could refresh your recollection, 
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Mr. Bropsxy. You are not going to be able to refresh my memory 
if I tell you I can’t reeall it. Lam not one of those other witnesses 
whose memor\ you incorrectly refreshed. 

Mr. DeWixv. Now, Mr. Brodsky, if you ever had occasion to tell 
Mr. Blair that the association was off and that all payments were to bi 
for legal fees and that Mr. Finnegan had told you the heat was on, 
vou would surely remember it, would you not / 

Mr. BopskyY. | don't reeall the conversation, Mr. examin I. 

Mr. Dy Winp. This is the summet of 1950, Mr. Brodsky. that we are 
talking about. , 

Mr. Bropsxy. I don’t care what summer it is. I don't recall thi 
conversation, Mr. Examiner. 

Mr. 1) WiuINb. Did Mr. Finnegan ever tell you that the heat was o1 

Mr. Bropsky. No. 

Mr. [11 WIND. Did Mr. Finnegan ever tel] you that you were to say 
to anyone that the association was off ¢ 

Mr. Bropsky. Mr. Examiner, again, must | reiterate, there was no 
association between Mr. Finnegan and TiVst lf. 

Mr. DeWinxp. During 1949, did you draw checks totaling $1,500 to 
the order of Mrs. Eva Finnegan / 

Mr. Bropsxy. | would have to refer to the records. 

Mr. DeWrxp. Do you remember drawing checks to her order 

Mr. Bropsky. I remember that checks were drawn to her order. 
never drew a check. 1 signed them. 

Mr. DeWunp. Well, all right. You signed checks drawn to Mrs 
Finnegan's order. What were those checks for? 

Mr. Bropsky. Legal services rendered by Mr. Finnegan. 

Mr. DeWinp. Now, why did you draw the checks to the order of 
Mrs. Finnegan / 

Mr. Bropsky. | would have to refer to the records. I don't reen 
he exact specific instance when they were drawn to any one membet 
of his family. But it made no difference, as far as I was concerned, 
is tong as one of his immediate family received his check. 

Mir. DeWinp. Were those checks drawn in that fashion at the r 
quest of Mr. Finnegan ? 

Mr. Bropsky. Mr. Finnegan. to niy knowledge, requested, ‘ 


through his secretary requested, that the checks be delivered on 


} 


certain day. and that was the way they were drawn. 
Me. DeWixp. Did 
Mr. Bropsky. Pardon me? 
Mr. DeWinp. Did you at that time enter those on your books or hav: 
: ' 


you entel those on youl hooks 


entered upoh your books us pavimient Ol legal fees / 


Mr. Bropsky. My office properly entered them. | don’t know how 


they showed them, but I am sure that the auditor and my secretary 


had them properly entered, unless I am completely in error. 1 would 
ive to refer to the reeords to further substantiate that, but I know 
that they couldn't be charged for any other purpose. 

Mr. DeWinp. Do you remember in 1950 drawing checks for $2.50 
to the order of James r. Finnegan, Jr.¢ 

Mr. Bropsxy. No; I don’t recall any specific check. 

Mr. Lt WIND. You clo recall checks Lo the ora rot James r. Fim { 
gan, Jr. ? 
Mr. Bropsxy. Yes. 
Mr. DeWinp. Now, was Mr. Finnegan, Jr., then a student? 
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and get his bachelor of arts degree. Iam not sure. 

Mr. DeWunxp. Wasn't he a law student at that time / 

Mr. Bropsky. I don’t know whether he was in law school at that 
time or not. He might have been. 

Mr. Dy WINp. Now, why were these checks drawn to Mr. I’ inne 
gan, dr. ? 

Mr. Bropsxy. As [have just said a moment ago, when I was advised 
to Issue a che k for Mr. KF innegan’s services rendered to me, if his 
son or wife or whoever the case might be in his immediate family 
were to be the ones to pick them up or to whom they were to be 


Mr. Bropsxy. I think he was graduating or was about to graduate 


delivered 

Mr. DeWinp. I thought vou had a $500-a-month retaimer arrange 
ment. 

Mr. Bropsky. That is right. And whethe ] advanced him three 
times S500 or six times 8500 or paid him the whole $6,000 in advance, 
that would have been my business, and I would have done it the way I 
saw fit to do, and it is not your or anybody else's business how I pay 
my lawyers or my bills. 

Mr. DeWinp. That remains to be seen, Mr. Brodsky, whose bus 
jness it Is, 

Mr. Bropsky. All right. But if I want to pay a retainer fee to 
a lawyer or anybody to represent me, I certainly feel that I have a 
right to pay them in the fashion that we mutually agree upon. 

Mr. DeWinp. Now, did you agree to pay in advance / Did you agree 
to pas these retainer payments in advance ¢ 

Mr. Bropsky. I agreed to pay them the way I paid them. 

Mr. DeWrnxp. What was that arrangement / 

Mr. Bropsxy. Just the way the checks showed. 

Mr. DeWinp. Well, you said you had an agreement to pay 3500 a 
month. 

Mr. Bropsxy. That was the basis at that time, that the aggregate 
over the period ofa yeal would be in the neighborhood of 86.000, I 
think: 5 times Lv. 

Mr. LD; WHuUNp. Is that what you cid pas over the period of a vear, 
SHOU) 

Mr. Bropsky. 1 would have to refer to the records, Mr. Examine: 

Mr. DeWinp. What was the occasion of the payments to Mr. Fi 

evan, Jr. / Did Mr. Finnegan ask you to make them 

Mr. Bropsky. I don’t recall that. 

Mr. DeWinp. Was that the usual With of } aving legal fees. to prey 

em to a law student / 

Mr. Bropsky. As far as I was concerned, I knew those fees were 
vomg directly to Mr. Finnegan. As long as the checks were drawn 
to a member of his immediate family, lam quite certain that thes 
would not have been mischanneled. 

Mr. By WIND. Now, tell me this. Did you ever tell the Ret I Credit 
Co. that Mr. Finnegan’s son was your partner / 

Mr. Bropsky. I had conversation back in 1948 or 1949 

Mr. DeWinp. Just a minute, Mr. Brodsky. Did you ever tell the 
Retail Credit Co. that Mr. Finnegan's son was your partnet 

Mr. Bropsky. IT told him we were forming a partnership, which we 

vl at one time discussed. ves. Now, get it just the w iv T said it 


Mr. DeWinp. That is fine. 
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Now, do you recall having a conversation with Mr. Kelly in con 
nection with the Philipp Muenning policy, in which you asked Mr. 
Kelly to advance the commission and send it to Mr. Finnegan ¢ 

Mr. Bropsxy. I do. 

Mr. DeWinp. What did you say to Mr. Kelly ¢ 

Mr. Bropsky. Now, a premium such as this could have been re 
mitted to a company, an insurance company— 

Mr. DeWinp. Just a minute, Mr. Brodsky. 

Mr. Bropsky. You are asking me what I said; aren't you / 

Mr. DeWrnp. I am asking you what you said. 

Mr. Bropsky. | am telling you. 

Mr. DeWinp. Is that what you said / 

Mr. Bropsky. This premium could have been remitted in the net 
amount, and the broker’s commission could have been deferred or 
taken out before this check was turned over to John Hancock. Had 
I done it that way, and I have since done it that way in other in 
stances—— 

Mr. DeWrnp. Just a minute. Is this what you were saying to Mr. 
Kelly? 

Mr. Bropsky. This is part of the conversation, and | have got it 
written down. You asked me, and I am trying to tell you. 

Mr. DeWrnp. I am asking you what you said to Mr. Kelly: not for 
an explanation of what could have been done. What did you say to 
Mr. Kelly? 

Mr. Bropsky. I requested the commission due the producer on this 
business. Mr. Kelly refused mv request. And at that point I asked 
him to please advise my attorney, who was in Washington at that 
time. 

Mr. DeWinp. Well, now, didn’t you tell Mr. Kelly that Mr. Finne 
gan was in Washington and wanted that commission 7 

Mr. Bropsky. I just told you what I told Mr. Kelly. 

Mr. DeWinp. Well, didn’t you tell him that ? 

Mr. Bropsky. No, sir: I told him I was sending him his fee. and I 
wanted the commission check for that purpose, because part of it 
would have come out of his fee. 

Mr. DeWinv. Did you say to Mr. Kelly, "IT want to send Mr. Finne 
gan his legal fee” / 

Mr. BRropsky. Yes, or words to that effect. I can't remember the 
verbatim things. But I have got my notes here, and it so states. And, 
when he refused to do it, I asked him to please write Mr. Finnegan 
in Washington, and he agreed to do that and advise him. However, 
my attorney never received this purported letter that Mr. Kelly said 
he wrote. 

Mr. DeWinp. Did you ask Mr. Kelly to write to Mr. Finnegan to 
explain why he couldn’t send him the commission ? 

Mr. Bropsxy. I didn’t say anything about any commission, why I 
did not receive the commission or why he could not give me the com 
nilssion. The policy had hot been finally approved in the home office, 
and | asked him to convey that information. 

Mr. DeWixp. Didn't you tell Mr. Kelly that Mr. Finnegan was 
very anxious to get the money ¢ 

Mr. Bropsky. Well, you are going to inject adjectives and adverbs 
here, and Tam telling you in short that I merely told him that the 
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commission was due and I would like to get it so that I could send Mr. 
Finnegan his fee. And he told me he was unable to do it. And, in 
short, [ asked him to write a letter to Finnegan in Washington, which 
he agreed to do. Mr. Finnegan never received the letter. Mr. Kelly 
later told me the letter was returned to his office and destroved by 
either his secretary or someone there, and he wasn't able to discuss it 
further, and there was no comment made at uny time after that. 

Mr. DeWinp. Was Mr. Finnegan entitled to a legal fee In connec 
tion with this sale 

Mr. Bropsky. No, but he was entitled to his fee for services ren- 
dered, and I was not such a large agency that I do not require every 
bit of commission that [ was entitled to on the policies I sold. Now, 
had I had an unlimited reserve, | wouldn’t have had to ask anybody 
ior anything. But I worked on a shoestring, and I developed my 
business, and there were times in the past few years where I had to 
rel the Commissions right away. I was entitled to them. 

Mr. DeWinv. Did you tell Mr. Kelly that Mr. Finnegan was on 
your neck ¢ 

Mr. Bropsky. No: I didn’t tell him he was on my neck. 

Mr. DeWinp. Didn't you tell him that he was pressing you very 
hard ¢ 

Mr. Bropsky. I told you that I told him that Mr. Finnegan had a 
fee coming to him. Now, these adjectives and these other Ways of 
explaining that, you can explain any way you want to, but I don't 
recall it. 

Mr. DeWrnp. I am not asking you whether you had a fee. I said: 
Didn't you tell Mr. Kelly that Mr. Finnegan was pressing you very 
hard to get this payment ¢ 

Mr. Dropsky. My notes don’t say that I did that. 

Mr. DeWinp. Lam not asking you what your notes say. 

Mr. Bropsky. And my notes are correct to the best of my ability. 
So, I do not recall what you are asking me. 

Mr. DeEWINb. You do not recall ever saving that to Mr. Kelly / 

Mr. Bropsky. That is right. 

Mr. DeWrnp. Do you ever recall saying to Mr. Kelly that Mr. Fin 
negan was bleeding you white / 

Mr. Bropsky. | think you are getting Mr. Clark’s testimony con- 
fused with Mr. Kelly's. 

Mr. DeWinp. Did you say it to Mr. Clark ? 

Mr. Bropsky. No: and it is an unmitigated lie when Mr. Clark testi 
fied to that yesterday, as is so much of his testimony, including the re 
mark about the $3,000. 

Mr. DeWinp. Now, did you in fact settle that lability which Mr. 
Clark referred to by a payment of $5,000¢ 

Mr. Bropsky. Excuse me. 

Mr. DeWrnp. Let me with withdraw that question, please. 

What was the le about what Mr. Clark said in connection with that 
$3.000% You said Mr. Clark lied about that. 

Mr. Bropsxy. First, Mr. Clark testified that, if he made known the 
fact that he received the $5,000, my brother or I would have to pay 
$19,000 in accumulated marital bills that was owed by me, or words to 
that effect. ‘Those bills have since been paid. long before now, or the 
time that he received the blackmail money of $3,000 


91550—52—>pt. 1 a) 
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Mr. DeWinp. Now, Mr. Brodsky, did you settle Mr. Clark’s claim 
for participation in the Food Center insurance by a payment to him of 
$3,000 ? 

Mr. Bropsky. No. 

Mr. DeWinp. What payment did you make in that settlement / 

Mr. Bropsky. In response to Mr. Clark’s demand through his law 
yer for five or six thousand dollars, the records of my agency showed 
overdrafts of $1,029.18. 

Mr. DEW rnp. Could you simply tell us, Mr. Brodsky, what amount 
of money you paid to Mr. Clark ¢ 

Mr. Bropsky. I just told you that. 

Mr. DeWinp. What was that ? 

Mr. Bropsky. That was not paid to him in consideration of any 
demand. That was an overdraft. There was nothing that was paid t 
him in consideration of this release that he spoke of yesterday, which 
stated that he was releasing me from any obligation to him, or his 
father, on any insurance account in the settlement consideration of 
what was decided to be $3,000. 

Mr. DeWinpv. All right. How much did you pay him? 

Mr. Bropvsxy. I never paid him anything, on advice of Mr. Abrahan 
Lowenhaupt, an attorney that was representing me in this matter i 
St. Louis. 

Mr. DeWtnpv. You were not represented by Mr. Finnegan in that 
matter ¢ 

Mr. Bropsxy. Mr. Finnegan? I wish to call your attention that 
this was current, December 1950 and January 1951, during the time 
that I was called before the Intelligence Unit, and I did not feel that 
I wanted Mr. Finnegan to represent me in that matter. 

Mr. DeWinv. How much was paid for this release that Mr. Clark 
gave you! 

Mr. Bropsxy. It was testified yesterday by Mr. Clark that $3.0 
was. 

Mr. DeWinxp. How much was paid ? 

Mr. Bropsxy. As far as I am concerned, nothing was paid. 

Mr. DeWrnp. Mr. Clark did not receive a payment of $3,000? 

Mr. Bropvsxy. I said, as far as I am concerned, he didn’t receive 
from me. 

Mr. Dy WIND. I beg your pardon ¢ He did not receive it from you 

Mr. Bropsxy. That is right. 

Mr. DeWinv. Mr. Brodsky, just who would pay Mr. Clark to gi 
you a release ? 

Mr. Bropsxy. I don’t know that Mr. Clark has given me a releas 
hecause as late as last week he placed a demand on me in my office 
the presence of two witnesses for a thousand dollars on this very sam 
claim. 

Mr. DeWinp. All right. Who would pay Mr. Clark $3,000 for not 
giving vou a release? 

Mr. ay ye I wouldn’t know anything at all about who wou 
pay him, but I could tell you who would not, and that is me. 

Mr, DeWixp. Who did pay Mr. Clark for this document that w: 
signed / 

Mr. Bropsxy. I could not tell you. This document that he said 
was signed by him and his father and his attorney was never signed 
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by me, and I never submitted to his attempted or what I thought to 
be attempted extortion or blackmail. 

Mr. DeWrnp. Now, didn’t Mr. Finnegan tell you that $3,000 had 
been paid for the signing of that release / 

Mr. Bropsxy. It’s news tome. Mr. Finnegan never told me that. 

Mr. DeWrnp. Didn’t Mr. Finnegan tell you that the amount had 
been paid in cash, so that the source could not be traced ¢ 

Mr. Bropsxy. Mr. Clark testified he got it by cashier’s check yes- 
terday. I don’t know how it was paid, if it was paid. Tam assuming 
t was paid because of the test imony. 

Mr. DeWrxp. You have no knowledge whatever regarding that 
payment ¢ 
Mr. Bropsky. I have no personal knowledge regarding the pay- 
ment. 

Mr. DeWrnp. Did anyone ever tell you that a payment was made 
to Mr. Clark / 

Mr. Bropsky. It has been rumored: yes. 

Mr. De Wunpv. Who told yous 

Mr. Bropsky. I couldn't recall. It has been rumored around St. 
Louis. 

Mr. DeWinp. At the time that you received this release—— 

Mr. Brovskxy. I might go further. An Intelligence Unit agent 
visited my brother, and also visited me, in an attempt to ascertain if 
this was paid, and that was the first knowledge of any idea that it was 
paid, when he visited my brother and myself. 

Mr. DeWinp. When you received the release 

Mr. Bropsxy. I never received the release. 

Mr. DeWinv. You never received this document / 

Mr. Bropsky. This is a photstatic copy of it. 

Mr. DeWinp. When did you know that the document had been 
executed, first / 

Mir. Bropsky. It had beet executed by Mr. Clark, Sr. and Jr.. and 
their attorney, on December the 14th, 1950. That was when I knew 
[ had been executed by them. But | had never signed If, as far as I 

is concerned. I never did. 

Mr. DeWinp. That is not the question. To whom was the document 

livered when it was signed ¢ 

Mr. Bropsky. It was never delivered when it was signed 

Mr. DeWInn. In whose POSSesslon was it kept 4 

Vir. Bropsky. The attorney for Mr. ( ‘lark, Sr. and Jr. 

Mr. DeWinp. Have you ever been able to get information from 

( collector's office about your own income tax returns ‘ 

Mr. Bropsky. Yes. 

Mr. DeWrnp. Well, do you remember when a revenue agent named 
Horn came to see you about your tax return ? 

Mr. Bropsxy. Yes. 

Mr. Dn WINp. Do you recall telling Mr. Horn that your return was 
such that it would ordinarily be examined by a deputy collector. 

Mr. Bropsky. Yes. 

Mr. DeWinp. Now, doesn't that mean that the gross income shown 
on the return was less than $7,500? 

Mr. Bropsky. To my know ledge. it would mean. I believe, the net 
neome would be less. Now. Iam not sure. 
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Mr. DeWinp. Well, perhaps there might be some confusion about 
that. 

Mr. Bropsxy. There might be. I am not sure. It is one or t! 
other. 

Mr. DeWinp. It might be the net business income, but on yo 
personal return it would be the gross income carried forward on page 
of the return. Is that correct ? 

Mr. Bropsxy. I am not sure whether it is the gross or the net. 

Mr. DeWinp. All right. That would indicate that at least the net 
income was below 87,500. Is that right, to you ? 

Mr. Bronsxy. It was $7,500 or less: yes. — 

Mr. DeWtnp. So that at that time it was your impression wly 
vou talked to Mr. Clark == 

Mr. Bronsxy. To who? 

Mr. DeWinp. When you talked to Mr. Horn—I am sorry—tha 
your tax return showed net income of less than $7,500; is that right 

Mr. Bropsky. 87,500 or less. 

Mr. DeWurnp. Yes: $87,500 or less was shown on your returns. No 
you were paving $500 a month attorney's fees, or 36,000 a year. 

Mr. Bropsxy. Yes. 

Mr. DeWinp. In order to obtain net earnings of $7.500 or less? 

Mr. Bronsxy. Yes. 

Mr. DeWrnp. So that your lawyer was receiving an amount clos 
o what you were getting out of your business; is that right? 

Mr. Bronsky. No, sir. I will tell you why it isn’t right. 

Mr. DeWinp. Don’t tell me why. You say it is not right? 

Mr. Bropsky. I say that is not right, not in reality. 

Mr. DeWinp. Now, when you had the conversation with reve 
agent Hor , 

Mr. Bropsxy. That is, of course, my opinion, Mr. Examiner. 

Mr. DeWinp. What is your opinion / 

Mr. Bropsxky. My last answer. 


Mr. Byrnes. Can vou talk into one of those other microphones 
; | 


ther , SO that we can hear you better ? 

Mr. DeWrxv. When Mr. Horn was in your office, did you make 
call to the collector’s office ¢ 

Mr. Bropsky. Yes. 

Mr. DeWinp. To whom did you call, there? 

Mr. Brovsxy. I don’t recall the first person that I talked to. 
ealled the office there. 

Mr. DeWinp. Didn't you call Mr. Finnegan ? 

Mr. Bropsry. I don’t recall having called him; no. 


I 


Mr. DeWrnp. Did you ever call anybody else in that office fo 


information about your Income-tax returns ? 
Mr. Bropsky. On my returns there have been many oceasions wher 
| have spoken to many different individuals regarding what my cred 


balance was and various declarations, and so forth. So there wer 


quite a few people L spoke to. I couldn’t name them. 

Mr. DeWrxp. Now, when vou concluded your conversation wh 
Mr. Horn was in vour office, what did you say to him ? 

Mr. Bropsxky. When I concluded niy conversation with Mr. Hor 
did you say ¢ 

Mr. DeWrxp. I withdraw the question. Strike the question, pleas: 
Mr. Reporter. 
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When you concluded your conversation with the collector's ollice, 
what did you say to Mr. Horn ¢ 

Mr. Bropskxy. I don’t even recall. But you evidently have that in- 
formation. I will be glad to— 

Mr. DeWinp. Well, didn’t you tell Horn that you knew that he was 
acting on the instructions of a special agent of the Bureau ¢ 

Mr. Bropsky. It is my recollection that Mr. Horn, when he came in 
there, told me that he had been assigned to the Speci il Agents Divis 
on or Unit. Now, that is iy recollection. Mr. Hlorn, I beheve. told 
ne that. 

Mr. DeWinp. Didn't you tell Horn that vou knew that he was acting 
on the instructions of a special avent ¢ 

Mr. Bropsky. I just told vou that Mr. Horn conveyed to me that he 
was working — 

Mr. DeWinp. I heard you say that. 

Mr. Bropsxy. No, I don't recall what you just asked, because I 

ould have no source of that knowledge. 

Mr. 1s WHUINp. Well, what did vou ask the collector’ ice her you 
put in that eall while Mr. Horn was sitting there ¢ 
; Mr. DBropsky. | dont recall. but | will he very happy Lo ¢ he k ni 
notes and let vou know. I don’t have those notes with me. 

Mr. DeWrnv. Didn't you ask what Mr. Horn was doing with your 
records ¢ 

Mr. Bropsxy. I might have. 

Mr. DeWuInp. And werel t you told that he Wis 
structions of a special agent ¢ 

Mr. Bropsk Y. Not to my knowledge. I don’t recall 

Mr. DeWixp. You are not prepared to deny it, though ¢ 

Mr. Bropsky. I dont recall the conversation. | recall alling t 
tO finicl out how mv retur hac been assioned to the avents ollice or to 


the special unit, when I knew that it was a return that was small 


enough te he eNadiiil ed hy thr collector's ollice. Lnd the ire cularity 


roused my curiosity. And it was at the beginning of that that 1 


= 
’ 


it arnedt ol what hy is How become a mushro mri divest 

Mr. DeWinp. Well, were vou just able to call up t 
ind get that sort of information / 

Mr. Bropsxy. Pardon me. 

Mr. By WINp. Were you able to enll up the collector's ollice and 
get that sort of information, that special agents were mstructing 
people working on your tax returns / 

Mr. Bropsky. I don’t know what kind of information you are saying 
I got. 

Mr. DeWrnp. I am asking what information you did get when you 
made the call. 

Mr. Bropsxy. I told you I would consult my notes and check, but 
I would be willing to accept what Mr. Horn states there. 

Mr. DeWIND. What Mr. who states ¢ 

Mr. Bropsky. Mr. Horn, the man that was in the office there with 
me. IT would be willing to accept his testimony there. 

Mr. DeWinp. You would be willing to accept his testimony that 
vou informed him that Revenue Agent Horn was acting on the instrue 
tions of a special agent ¢ 

Mr. Bropsky. Yes: if that is what it states. I would not state that 
he was putting something down that was not so. 


if 
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Mr. DeWinpb. And would you be willing to say that that is precise! 
the information you got from calling the collectors’ oflice. 

Mr. Bropsxy. That I couldn't say, because I don’t know. I could: 
tell you that. I don’t know precisely what I got. 

Excuse me, Mr. Examiner. Mr. Chairman, would it be permissib 
to ask the privilege of a couple of moments’ recess ? 

Chairman Kine. Yes. Yes, by all means. 

The committee is in recess. 

(Short recess. ) 

Chairman Kine. The committee will now recess until 2 o’clock. 

(Whereupon, at 1:03 p. m., a recess was taken until 2 p. m., th 
same day.) 

AFTER RECESS 


Chairman Kine. The subcommittee will be in order. 
Mr. Brodsky, will you come forward, please / 


TESTIMONY OF JOHN MARTIN BRODSKY—Resumed 


Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. Mr. Brodsky, why did Mr. Finnegan, who had alway 
given vou legal advice gratis, suddently decide to charge you larg 
fees? 

Mr. Bropsxky. Apparently vou misunderstood some of my test 
mony, because in the early part of it I recited, at the request of t! 
chairman of this committee, that I thought I would be able to Suppo 

the statement that I made that prior ‘to = enin 9 the insurance agen 
[ had records of having paid Mr. Finnegan fees for services renders 
and if L am incorreet—— 

Mr. Kean. My memory is vou said you paid him fees once, but tl 
most of the time the business was gratis to you on account ot vi 
personal friendship. 

Mr. Bropsky. That is true. and there was a period where he 
extend his services in many different re pects, without recelving | 

ompensatron from me. However. | will not confine it to one inst 1! 
prior to voing into the insurance business that | paid hima fee, beeau 
would not he correct, and there were other instances. 

Mr. Kean. There were other instances? I must have misunderst: 
your testimony. 

Mr. Bropsxy. If I have erred, myself, then I now wish to be 

ted. and I don’t think I did. however. 

Mr. Byrnes. In any other instances, though, was there any p 
tective device designed by yourself and Mr. Finnegan so as to pl 
tect him in vetting fees? 

Mr. Bropsky. [ don’t know of any protective device in the inst 
ance business that IT was in and am in now, or any other business t 
I was in, that could be really classified as a protective device that 

fee. 

Mr. Byrnes. Now, are you acquainted with the testimony giv 
yesterday by Miss Desmond and others, relative to this joint acco 
at the Mutual Bank & Trust Co., and the reason that special acco 
was set up? 

Mr. Bropsxy. Yes, sir; Iam acquainted with it. 
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Mr. Byrnes. You are acquainted with the fact that Miss Desmond 
testified that the reason for this special account was to protect Mr. 
Finnegan in siving him assurance of being able to collect the fees 
that were due him by you and the insurance company 4 

Mr. Bropsky. Yes, sir. 

Mr. Byrnes. Is that or is that not a fact ? 

Mr. Bropsky. It is not a fact. 

Mr. Byrnes. Why was this joint account set up, in your view? 

Mr. Bropsky. I would say for the same reason that I now have 
in necount that people other than niy self are able to sien checks for 
me, and so do. It was a convenience, as far as [ personally was con- 
erned, and T don’t know what Mr. Finnegan, if he at all conveyed 
his or an explanation to Miss Desmond. But I do know that I at 
o time conveyed that to Miss Desmond that it would be from a pro- 
tective standpoint as far as his fee was concerned. 

Mr. Byrnes. Your position is that it was a matter of convenience 
for you! 

Mr. Bropsky. Yes, sir. 

Mr. Byrnes. What convenience did it give you by requiring that 
n order to withdraw any money from this account you had to, in addi- 
tion to your own signature, have the signature of either Miss Des- 

ond or Mr. Finnegan / 

Mr. Bropsxy. Because if that is the case, and I am out of the city, 
which I at that time was at least 50 percent of the wee ks, I could 
ion checks and if they were to be iss wed for a suflicier v important 

sor. have them ecounte signed by Miss Desm nic. 

Now. L will admit t the extent of that account for its true pur- 


| i 1 Cen Ve Mi. in mV OPO. 


Mir. i [ ; te) le poriyyyal lv. l elt now, in what your 


in the wav it wes, with 
ba order to withdr: funds, not on ly vour indi- 
signature of either Miss 
! ‘ nce, 
t makes for con 
to another 
to vet an 
Ir. BropsKy ! trv tocla ‘ t. t ul isstume that I am out 
f the city, and several checks are | mv book that are siened by me; 
nd let us further assume th: ! f my insurance companies says 
that mi acco! ft current . dl le. W ich happens regularly, and I am 
out of the city. And having that check signed by me enables my 
heck and send it along, rather than 
to have to send the check to me, wherever I might be, and at that 
me I spent a great deal of my time in Kansas City, and then send 
t back and so forth. 
Now. there is a convenience-saving and time-saving element that 
I feel, that I am trying to get across to you, and if I don’t make myself 
clear, I would like to try to go further. 
Mr. Byrnes. Why were Mr. Finnegan and Miss Desmond selected 
as the individuals to participate in this account under those circum- 
stances ? 


geney then to countersign that ¢ 
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Mr. Bropsxy. No. 1, at that time conversations had been made with 
Mr. Finnegan relating to the possibility of developing an insurance 
agency that he or his son would participate in. I was not advised 
until, | believe, in October of 1949, or thereabouts, that that possibility 
would never become a reality, or at least would not become a reality 
within a reasonable leneth of time. 

Now, I think that that should be made clear. There was conversa 
tion that there was to be an association. We have talked about that 
all morning. 

Mr. BYRN1 s. In effect. then. you were considering, up to October of 
1949, that there was a possible association between vourself and Mr. 
Finnegan in this insurance business / 

Mr. Bropsky. What kind of association, please? 

Mr. Byrnes. Anything but a de facto: and vou savy you did not 
Binns ; h y 3 

Mr. Bropsky. Anything but a what ? 

Mr. ByYRNes. Something less than a de facto association. 

Mr. Dropsky. | thn voing to have to beg off. Will you clarify 
what “de facto” is for me 

Mr. Byrnes. Let me put it another way. Up until October of 1949, 
vou were conducting your business, and particularly this particular 
account with the Mutual Bank & Trust Co.. on a basis which recog 
nized, as of that time at least, an association with Mr. Finnegan / 

Mr. Bropsxy. I did recognize that to the extent of him being attor 
ney in fact, which is exactly the way he had signed the signature card. 

Mr. Byrnes. You say the reason vou did this was that vou were 
contemplating also that there was a possibility of your becoming 
associated more than just as attorney and client ? 

Mr. Bropsky. No: [ wouldn’t go that far. at that time. While th 
thought had been entertained, I wouldn't go so far as to say that wher 
that account was opened I treated it in any different light but that 
as the signature card revealed, attorney in fact for the agency. 

Mr. Byrnes. You had employees In your ageney al that time. did 
vou not ¢ 

Mr. Bropsky. Tam not sure, but I believe IT did. 

Mr. Byrnes. A secretary. Did you not testify this morning that 
vou had one or two girls and one that was a private secretary fo: 
vourself ? 

; Nir. BRODSKY If you will let nie refer to something, | ean tel] Vo 
quickly. 

Mr. Byrnes. All right. go ahead. 

Mr. Bropsky. At that time, | did not have a secretary. 

Mr. Byrnes. Now, you are referring to the time from the midd} 
of 1949 unt | October of L9o40¢ 

Mr. Bropsxy. I am referring specifically to the time the account 
at the Mutual Bank was opened. 

Mr. Byrnt s. You had no employee in your ollice ? 

Mr. Bropsxy. I had no personnel whatsoever. as far as this secretat 
or the office at the Railway Exchange Building. 

Mr. Byrnes. Who looked after your business while you were ou 
of town during that period of time ¢ 

Mr. Bropsky. What little business at that time was required to b 
looked after, | did myself: and on certam specific occasions whe 
requested Miss Desmond to assist mie, she was kind enough to do mM 
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and that was on times like Saturdays or any isolated specific occa 
ion that did not conflict with her normal duties. 

Mr. Byrnes. She could not do anything for you during the regular 
working hours during the week, could she / 

Mr. Bropsky. No, sir. She could after the regular working hours, 
and she could on Saturday and Sunday and holidays, and she did. 

Mr. Byrnes. But during the week, then, you had no assistance what- 
ever in your business ¢ 

Mr. Bropsxy. I had not, in my insurance business. 

Mr. BYRNEs. Were you conducting at that time another business 
n St. Louis / 

Mr. Bropsxky. No; but my family were interested in another busi- 
ness, and have been for a good many years, 

Mr. Byrnes. You mentioned your brother going with vou or being 
associated with you in some way, did you not ¢ 

Mr. Bropsky. No. My family had maintained a manufacturing 
of sports apparel and sports slacks concern for some thirty or forty- 
odd years. 

Mr. Byrnes. Your brother is not associated with you in business 
n St. Louis / 

Mr. Bropsky. | succeeded mv father when my father clied, in 1937. 

Mr. ByRNeEs. But you and he have no business connections, you 
and your brother / 

Mr. Bropskxy. Not in the insurance business, no. 

Mr. Byrnes. So that if anything 


turned up while you were out of 
town—and vou said vou were out of town a great deal during this 
period there was nobody avatlable to vou totake care of these matters 


except Miss Desmond and Mr. Finnegan ? 


Mr. Bropsxy. T wouldn't even go so far as to say Mr. Finnegan 


Was ava lable to me, because what details had to he taken care of, 
| either lid Hi self, or. as I state al, Sper ifically | asked Miss Desmond 
todo for me. 

Mr. Byrnes. Why was Mr. Finnegan, then, in any wav connected 
with this joint bank account / 

Mr. Bropsxy. I felt IT made it clear that at that time, conversations 
is to the possibility of developing an insurance agency had been 
entertained. and | had aiready Deel recog! ized in the insurance busi 
ness at that time as a proker, and ] was in the process of vetting 
contracts Ww hh Various « Hipanies On a ciirect top COMM ISsion basis, 
such as veneral agents, 

Mr. Byrnes. So you started bank accounts, including Mr. Finnegan 
as a joint particlpant im that bank account, only in anticipation of 
some future association / 

Mr. Bropsky. No: | didn’t say that. Mr. Byrnes. To begin with, 
I didn’t start a bank account. IT had bank accounts at that same bank, 
and I used the same checks on this Dudmar Insurance Agency account 

as Lused for a personal account of my 
own, known as the Dudmar Acres account. Now, I didn’t say that 
I opened this Dudmar Insurance Agency account on what might later 
develop bet ween Mr. Finnegan, if anvthing, and my self. J] said that 
he appeared on that signature card when the account was opened as 
ittornev in fact. and that is exactly what he was. 

Mr. Byrnes You mean that this is the only account that the Dudmar 
Insurance Agency kept with that bank or with any bank, this account 


that is now being referred t 
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that we have mentioned here as the joint account, in the Mutual Bank 
& Trust Co.? Is that the only one you had? 

Mr. Bropsky. That is the only bank, but it isn’t the only account. 
[t is the only bank. 

Mr. Byrnes. Well, the other accounts 

Mr. Bropsxy. At that time. 

Mr. Byrnes. You had other accounts with that bank at that time? 

Mr. Bropsky. Yes. 

Mr. Byrnes. Did you have a joint relationship with any other per- 
son, as far as these other accounts were concerned ? 

Mr. Bropsky. Strangely enough, I did. 

Mr. Byrnes. Can vou tell us about any one of those accounts? 

Mr. Bropsxy. I will be glad to tell you anything that I can recall 
that you will ask me about. 

Mr. Byrnes. Did vou have a joint account, any other joint accounts, 
where Mr. Finnegan had joint ownership with you in it! 

Mr. Bropsxky. You speak of a joint ownership, and I don’t speak 
of it that way. Mr. Byrnes. I may be mistaken, but I am referring to 
it as having others that have the privilege of signing checks. And 
now, the privilege of signing checks and the ownership of an account 
is considerably different, and that account at the Mutual Bank that 
vou are referring to. Dudmar Insurance Agency, was an ownership 
account strictly in an individual fashion, and strictly in an individual 
fashion, and the fact that others could sign the checks is merely a 
mechanical detail. 

Mr. Byrnes. I do not know. as far as the bank itself was concerned, 
whether it was a mechanical detail. 

Mr. Bropskxy. I can tell you this, that when you open an account 
at that particular bank—and I know of other banks in St. Louis, and 
the same procedure is followed—if you have a partnership or a cor 
poration or an individual ownership operation, you will fill out a 
form, speaking of a business account, of course—yvyou will fill out the 
form of that particular type of business. As to the signatures that 
can write or be authorized and recognized to write and sign checks, 
that is wholly aside from the ownership of the account. 

Mr. Byrnes. I do not intend here to get into a legal discussion. 

Mr. Bropsky. You spoke of the ownership of the account, and I do 
wish to make myself clear that there was only one owner of that 
account. 

Mr. Byrnes. And that was you? 

Mr. Bropskxy. That was myself. 

Mr. Byrnes. Or who was the owner of the account ? 

Mr. Bropskxy. I was the only owner of that account. 

Mr. Byrnes. And you were the sole proprietor of the insurance 
agency 

Mr. Bropsxy. Yes, sir. 

Mr. Byrnes. Did you have any other accounts in this or any other 
bank from which you could only withdraw funds on the basis of a 
joint signature / 

Mr. Bropsxy. I might correct you. That account did not require 
a joint sign: ‘ture, and T can give you a check that was written on Sep 
tember 2, 1949, signed by myself individually, that was cleared at that 


bank. 
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Mr. Byrnes. On this specific account that we have been talking 
about ¢ 

Mr. Bronsky. Now, I can’t explain the exact reasons for it, and I 
may have asked the bank to accept it that way, or I might have asked 
Miss Desmond to advise them that I had signed the check and to 
honor it, I don’t know. But I will go so far as to say that there were 
other accounts that I had where other signatures could write checks. 

Mr. Byrnes. Now, in this particular account, could Mr. Finnegan 
have gone in and written a check without your signature or the signa 
ture of Miss Desmond ? 

Mr. Bropvsky. I feel reliably sure that he couldn't, but I would not 
swear to it. 

Mr. Byrnes. You had to join with them, one or the other of them, 
in order to put the check in order for the bank to honor ¢ 

Mr. Bropskxy. I would think so, but there again, I am not real sure. 

Mr. Byrnes. The check that you referred to where the bank honored 
a check signed only by yourself, is that a check dated April 3, for $500, 
payable to Mr. James P. Finnegan ? 

Mr. Bropsxy. No, sir: it is not. Would you care to see the check / 

Mr. Byrnes. Yes: if you do not mind. 

Mr. Bropsky. This is one of the checks that I objected to showing 
the examiner before, and I don’t mind showing it to you. 

Chairman Kine. Mr. Brodsky, may I ask if this is one of the checks 
that you previously objected to showing to the counsel of the 
committee ¢ 

Mr. Bropsky. One of the three: yes, sir. 

Chairman Kine. Are you able to distinguish between—that is, keep 
ing in mind your claim of privilege against self-incrimination as being 
the reason you declined to present the check to our counsel—what 
reasoning now prompts you to be willing to show the check to a mem- 
ber of this subcommittee / 

Mr. Bropsxky. The ability to distinguish. I do not have, and I think 
I would now like not to show it because of the very same reasoning. I 
may change that opinion, if I can, but I would prefer not doing it until 
I felt that my position would not incriminate myself. And I appre- 
clate—— 

Chairman King. My purpose was solely to avoid your not being 
aware, or being constantly aware, of your rights which you referred 
to, or to deprive vourself of that right. 

Mr. Bropsky. I am grateful for it, and I would now like to explain 
anything I can about it, without showing it to you. 

Chairman Kine. Very well. 

Mr. Byrnes. Do you have any further explanation to make about 
that check at this time ¢ 

Mr. Bropsky. No, sir; I do not, Mr. Byrnes. 

Mr. Byrnes. I do not believe I obtained an answer to the question 
that I asked earlier, and that question was this: Did you maintain or 
have an interest in any other bank account with Mr. Finnegan or in 
which, for some reason or another, Mr. Finnegan was able to sign as 
a consignor of a check with you ? 

Mr. Bropsky. Your previous questions made me think that you 
were just referring specifically to any account with other rights for 
individuals, and so far as Mr. Finnegan is concerned, there were none. 
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Mr. Byrnes. This is the only account that he participated with yo 
In, Inany way ? 

Mr. Bropsxy. That is the only account that he had any representa 
tion, as far as I, as an individual, was concerned in. THe represented 
me in the insurance agency, and this is the only account that he ap 
peared on. 

Mr. Byrnes. I do not believe it would be appropriate for me to 
question you about other accounts that you might have had in co 
operation with other individuals except as you might want to volun 
teer such information to substantiate your claim in this instance that 
the reason Mr. Finnegan participated was a matter of convenience 

Mr. Bropsxy. Frankly, I have gone as far as I would like to go in 
trying to explain my point, and I don’t feel that I can make my pos) 
tion any more convineing than I already have, if it is even convincing 

Mr. Byrnes. Did you have any other accounts where, simply for the 
purpose of convenience, a coe ndorser was required or possible ? 

Mr. Brovsxy. A cosigner, you mean / 

Mr. Byrnes. Yes. 

Mr. Bropsxy. There were other accounts that I had, and I don’t 
recall whether tt required or they required cosigners or whether they 
could sign individually, I am not sure, but I did have other accounts 
during the same period, and prior to this period, and after this period 

Mr. Byrnes. Not particularly for a matter of convenience ? 

Mr. Bropsxy. They were all for the matter of convenience; yes. 

Mr. Byrnes. All for the matter of convenience ¢ 

Mr. Bropsxy. All for the matter of convenience, and I owned the 
entire account in each and every case. 

Mr. Byrnes. In explaining this convenience that resulted from hav 
Ing ye Finnegan partic ipate as a cosigner, you stated that this plan 
made it possible for vou to sign checks and then leave town, and stil 
have mon eV avi ailable the ‘re or a means there to meet any needs tha 
existed: isthat right ? 

Mr. Sm wsky. That is correct. 

Mr. Byrnes. W: as there anything which preve ynted a person taking 
one pe tae signed checks without a cosigner’s signature of either Miss 
Desmond or Mr. Finnegan, and having them cashed ? 

Mr. Bropsky. Not any more than what presently exists in my busi 
Hess today. | cahn signa check today, and ] presume my secretary Ol 
anvone in my office could take that check and make it out to themselves 

if I did not fee 1 the y were loyal to their position andto me. But I felt 
that lovalty.as faras Mr. Finnegan was concerned, and Miss Desmond, 
something that could be trusted, and I think we trusted each othe: 
Miss Desmond, T know, was a person whom I have trusted for a good 
I and she has trusted me, I believe. 
rNES. You felt that these checks were, even though they 
your signature on them, perfectly safe to leave in the office ¢ 

Mr. Bropsky. They would not be imprope rly used. 

Mr. Brrnes. How, then, do you e xpli ain the case that you re ‘ferre 
to where the bank did pay merely on your individual signature with 
out the cosigner’s ¢ 

Mr. Bropsxy. Because of a particular specific request, undoubtedly, 
and T mean by that if I write a check up here in Washington that 
requires a cosigner, and I phone the bank to honor the check in St 


had 
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Louis, | will have the cosigner send them a letter to that effect, to 
honor it, which I have done from time to time. 

Mr. Byrnes. You could accomplish the same purpose, could you not, 
by other means than hav Ing this arrangement fora cosigner, because 
nh this Instance you d | cash a check without having a cosigner > 
signature ¢ 

Mr. Bropsky. This is ah isolated Case, Mi Byrnes, and I would 
like you lo tell hie how | Cul accomplish the sitlie purpose, hot know 
ing Where the sources of obligations might arise, as if I had checks 
that were available that could be used, and I today have that condi- 
tion existing, and I would like you to show me where—I don’t know, 
ris self. where the obligation Tit arise fron. 

Mr. Byrnes. lt just does not seem to me thi 
very much protection, if the bank would wo ali ad and cash the checks 
without any cosignature, anvway. 

Mir. Bropsxky. They are doing it on the strength of either an au 
thorization by me perso! ally over the phone, or in the form of a letter 


at what you have was 


from the cosi@ner. 

Mr. BYRNES. Do you remeniber what specifically happened in this 
isolated instance / 

Mr. Bropsk y. No: and threat Was the reason I Was reserving my\ 
rights, and it is one of the few isolated cases, and that is one of my 
reasons, frankly, ana l don't know exactly What the circumstances 
were. And without too much difficulty 1 can learn. 

Mr. Byrnes. You categorically deny, however, that this joint ac 
count Was sel Up in any was to protect Mr. Finnegan in his right to. 
fees for legal services, or any other kind of services / 

Mr. Bropskxy. As far as my understanding was concerned, I say 
that that was not the basis, and I do deny it. 

Mr. Byrnes. ‘That is all. 

Mr. DeWinp. Mr. Brodsky, are you busy with your paper 

Mr. Dropsky. No, sir; Lam ready. 

Mr. DeWinv. Mr. Brodsky, isn’t it a fact, in connection with this 
bank account of the Dudmar Insurance Agency, that a cheek could 
not be drawn by you and cashed without the signature of either Miss 
Desmond or Mr. Finnegan / 

Mr. Bropsk Y. ITdon't know that to bea fact. of my own knowledge, 

Mr. DeWinp. Well, if it should be the fact, Mr. Brodsky, that no 


heck could be drawn on that account without either Miss Desmond's 
signature or Mr. Finnegan's, in conjunction with yours, then what 


becomes of your statement that this is a matter of convenience ¢ 


Mr. Bropsky. I said I don’t know that it is a fact, and I don’t know, 
und I would have to refer to the bank records. And, now, that is 
ometh ne that caused me to make that statement. 

Mr. DeWinp. Now, in fact, was any check ever drawn on that ac 
ount without the signature or endorsement of at least two of the 
persons named on the signature cards ? 

Mr. Bropsky. Signature and endorsement—and now you are con 
fusing me, because I don’t know how an endorsement—what do you 

ean by “endorsement” ¢ 

Mr. Dt WIND. Without either the signature or the endorsement 

int is, the endorsement on the back of the check—of two of the per 

ns named on the signature cards. 
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Mr. Bropsxy. I have no knowledge of the requirements at that bank 
with respect to endorsements; and I can tell you that in response to 
your question, I do know of an instance, and there may have been 
more than one, where a check had been drawn without a cosignature. 

Mr. DeWinpv. Do you have such a check ? 

Mr. Bropsxy. I already testified that I did, yes. 

Mr. DeWinv. Would you examine that check / 

Mr. Bropsxy. I have examined it. 

Mr. DeWinp. Now, do you find on that check, Mr. Brodsky, the 
signature of James P. Finnegan ? 

Mr. Bropvsxy. I think that I have an exception here, and inasmuch 
as I didn’t care to turn over the check at this time, 1 would prefer 
not to testify about it. 

Mr. DeWrnv. On what ground do you refuse to answer the ques- 
tion, Mr. Brodsky ? 

Mr. Bropsxy. Chairman King has informed me of my privilege, 
and it is upon that ground that I now ask that condition. 

Mr. DeWinv. Mr. Brodsky, I think I should advise you, for the 
record, at this point—and Chairman King will correct me if I am 
wrong—Mr. King has not advised you that in connection with the 
question you have now been asked, that claim of privilege against 
self-incrimination by you is a sustainable claim of privilege, and | 
think that all the chairman has called to vour attention is that under 
the Constitution you do have a right to refuse to answer a question, 
the answer to which you believe will or may tend to incriminate you. 

Chairman Kine. Do you understand that, Mr. Brodsky ? 

Mr. Bropsxy. I do. 

Chairman Kine. You are not obliged to state to the counsel any 
material on the face of that check if you do not desire to. 

Mr. Byrnes. It is not a matter of desire, Mr. Chairman; it 

atter of a legal right. 

Chairman Kine. That is right. Your only basis for refusing to 
divulge what may or may not be on the face of that check is, as ou 
counsel has advised you, your right under the Constitution to refus 
to answer a question, the answer to which you feel may tend ti 
neriminate you. 

Mr. Bropsxy. If I understand that correctly, Mr. Chairman, I hav 
ight to refuse to answer a question predicated upon the fact that 


ar 
if may incriminate me; is that correct ? 

Chairman. Kine. That is correct. 

Mr. Bropsxy. If he asked me anything about this check 

Chairman Kine. Or anything else. 

Mr. Bropsxky. I may decline to answer because it may tend to 
incriminate me? 

Chairman Kine. That is correct. 

Mr. Bropsxy. I will answer the question that Mr. Finnegan’s name 
does not appear on that check; but I am telling you now, I wish not 
to be questioned further, because it may tend to incriminate me. 

Mr. DeWinp. Mr. Brodsky, you do not have any right to make an 
advance claim of privilege before the question has been put to you. 

Mr. Bropsxky. You asked me the question——— 

Mr. DeWrnp. I will. 

Mr. Bropsxy. And I frankly had felt that that would be proper 
even on your first question. 
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Mr. DeWrnp. Mr. Brodsky, when was the arrangement on this ac- 
count, under which joint signatures were required—when was that 
arrangement terminated ¢ 

Mr. Bropsxy. I would have to refer to the bank records in order to 
tell you. 

Mr. DeWinp. You are familiar with the testimony of Miss Des- 
mond yesterday that Mr. Finnegan told her he thought it would be 
inadvisable to retain that account, and that in September of 1949, you 
and she went to the bank and drew out the remaining balance of the 
account ¢ 

Mr. Bropsky. I heard her testimony. 

Mr. DeWinp. Was that testimony correct ¢ 

Mr. Bropskxy. To the best of my knowledge, I believe that it was 
correct. 

Mr. DeWinv. And thereafter, the account maintained by you under 
the name of Dudmar Insurance Agency did not require the joint 
signature of Miss Desmond or Mr. Finnegan; is that correct / 

Mr. Bropsky. | am not prepared to answer that. I don’t know 
what the status of that account was at the bank, and I would have to 
refer to my records, and | know that it was subsequent to that time I 
was signing checks as an individual, and with my secretary on some 
ocCuSIONS. , , 

Mr. DeWinp. Well, is it: not a fact, Mr. Brodsky, that the require 
ment of joint signatures on that account existed only during the period 
that the refund check on the Phili > yr } nie Insurance policy, that 
is, during the time the proceeds of check or am { . 
ceeds remained in the account 2 

Mr. Bropsxy. | do not know that to be: 

Mr. DeWinp. Does anything, to vour 
that that is the fact ¢ 

Mr. Bropsky. No. 

Mr. DeWinp. Your recollection of the cireumstanees surrounding 
that account does not serve to refresh your recollection that in fact the 
joint Slonature arrange eme nt cont saad only while the proceeds of that 
Philipp Muennig « hec ‘kk were in that account / 

Mr. Bropsxy. No. 

Mr. DeWinp. And Miss Desmond's testimony that the joint 
ture arrangement lasted only during that period does 1 
refresh your recollection 4 

Mr. Bropsky. Speaking of refreshing, I am trying to answer you 

curately and truthfully. 

Mr. DeWinp. Answer that question ace rately and truthfully. 

Mr. Bropsky. And I am telling vou this, that the best way of doing 
that is to refer to the bank records, and IT cannot tell you that, and it 
s not a question of refreshing my memory. 

Mr. DeWrxp. Mr. Brodsky, did Mr. Finnegan advise you with re 

pect to setting up that bank account ? 

Mr. Bropsxy. No. 

Mr. DeWrnp. Did you discuss the account with him ? 

Mr. Bropsky. I did not. 

Mr. Dre WInNp. Did vou mention it to him at the time that the account 
vas created ? 

Mr. Bropsky. I don’t recall. 
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Mr. DeWinxp. Well, how did you obtain his signature on the signa 
ture card, if you did not mention it to him? 

Mr. Bropsxy. I didn’t say | did net mention it to him. I said I 
don't reeall. 

Mr. DeWinp. Does that help to refresh your recollection that you 
must have talked to him / 

Mr. Bropsky. lI know that I discussed it with him. and yor 
isking me what I discussed with him, and I tell 

Mr. DeWinv. | asked you if you did discuss it with him. 

Mr. Bropskxy. Yes, when the account was first opened, and he signed 
the signature card. That was a momentary transaction, and that is 
all, and it merely took a moment for him to “170N the signature card, 
mid that is all. 

Mr. DeWinp. Did vou tell lim the he purpose i asking him to 

ave bis hame on the account 

Mr. Bropsxy. As mv attorney it fact. ves, and that is the With he 
signed it: and if you will look at the signature card vou will see that 


/ 


nmmvy own handwriting, | believe | mut wn pencnl, that he should 
s1ern it that vay, and he so did. 
Mr. DeWinp. Now, what did you tell Mr. Finnegan at that time, 


his name on this account / 


Lie fore hay he 
Mr. Bropsky. I wished him to continue as my attorney, and it was 
hort, on the basis of paving him a retainer of 3500 a month until 
such time as L would find reason or he would find reason to change. 
Mir. DeWinp. Is that all you said to him about the account / 
Mir. Bropsxy. ‘That is all. 
Mr. DeWinp. Now, did vou speal = Desmond about having 


é me onthe account / 


Vir. Bropsiy. No. lt Wis rbriet formalhitv.a col ‘t even KNOW 
wihethel | besur dled hera card ind aske iherto- Lit, Xactly how 


transpired, and that detail is not clear to me. 

Mr. DeWinp. Well, now. did Mr. Finnega . you that 
thought it would be a eood idea to ive lis : bial ( lil 
order to protect his interest ma fee ¢ 

Mr. Bropsky. No 

Mr. DeWinxpo. Did Mr. Finnegat 


your divorce proceedings ¢ 

Mr. Bropsxy. He counseled with me on all miy matters, 
mv divorce. 

‘Mr. DeWtxp. Did vou pay Mr. Ih gan any fee for that 
entation ¢ 

\Ir. Bropsky. | would have to che . my records, and | don’t know 

Mr. DeWinp. What records would you have that would indicat 
that / 

Mr. Bropsxky. My records of disbursements. 

Mr. DeWinxp. Disbursements by what; your personal disburse 
ments f 

Mr. Bropsky. My disbursements, and | don’t know how yo 
classifv- 

Mr. DeWinp. What records do you keep, Mr. Brodsky / 

Mr. Bropsxy. Probably the same kind of records that many 
Hons of othe! peo} le keep. 


Mr. DeWinp. That is fine. What kind of records are those / 
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Mr. Bropsky. I maintain a bank account, and a bank book, and a 
disbursements book, and a receipt book, and any other information 
that I feel is pertinent and hecessary to have so as to be able to answe1 
the kind of questions that vou are now asking me. 

Mr. DeWInNp. Are those personal records or business records, a 
do you have one set ¢ 

Mr. Bropsky. They are both. 

Mr. DeWinpb. You have one set of records / 

Mr. Bropsky. Nothing is separate. 

Mr. DeWrnp. I beg pardon ¢ 

Mr. Bropsky. Nothing 1S separate. 

Mr. DeWrnxp. You keep just one set of books, is th 

Mr. Bropsxy. You are speaking of books, and 1 
separate, and my business Is my own, and J conduct my 
and | have vot ho family that | have to si pport, <0 
which I maintain my records, be it business or personal, 
much blend in with each other. 

Mr. De WuUnp. Now, if vou | aida fee to Mr. Fim eg 

| ‘ | . 


tation in your divorce proceedings, would your reco! 


purpose for which the fee was paid / 


Mr. Brovsxy. I believe they would. 

Mr. DeWinp. Do you know of any such fee 
Finnegan in connection with the divorce proceed 

Mr. Bropsky. I don’t recall. 

Mr. DeWinp. Did Mr. Finnegan e) 
connection with the d vorce proceed ne 

Mr. Bronsxy. I don’t recall that, either. 

Mr. DeWinxp. Did you have other cou 
divorce proceedings ¢ 

Mr. Bropsky. Yes, sir. 

Mr. DeWrnp. Who wer 

Mr. Bropsky. Chief 
Kansas City. 

Mr. DeWinxp. Did vou have other counsel 

Mr. Bropsky. Whose fee. in dentally, 

Mr. DeWinpb. Now, did you have other 

Mr. Bropsky. Yes 

Mr. DeWinp. Who are they / 

Mr. Dropsky. Robert Colem in. 

Mr. De WInn. Did you have ar \ othe) 

Mr. Bropsky. John J. MeAtee. 

Mr. DeWinpb. Did you have any othe: 

Mr. Bropsxy. Yes. 

Mr. DeWinxp. Who was that / 

Mr. Bropsky. Walter Wehrle 

Mr. DeWinp. Did you have any 

Mr. Bropskxy. Yes. 

Mr. DeWinp. Who was 

Mr. Bropsxky. Louis B. 

Mr. DeWinxp. Did vo 

Mr. Bropsky. IT am not 

Mr. DeWinp. Did al 
nentioned, represent 


91550 
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Mr. Bropsxy. Well, I counseled with all of these people, on all of 
my problems with respect to the divorce, and some of them with re- 
spect to my business and other interests. I have had other attorneys 
I haven't mentioned. I am just recalling some. , 

Mr. DeWrnpv. Now, did Mr. Finnegan also represent you in con- 
nection with the divorce / ; 

Mr. Bropsky. I counseled, as I have previously stated, with Mr. 
linnegan on all aspects and elements of my personal and business 
life. 

Mr. DeWinp. Now, on just what aspects of the divorce proceed- 
ngs did you seek counsel from Mr. Finnegan ? 

Mr. Bropsxy. Mr. Finnegan made a trip to Columbia, Mo., with 
ine, to meet with attorney Harry L. Jacobs, who was coming down 
from Kansas City, and present at that meeting was Mr. John J. 
MecAtee. 

Mr. DeWixp. Mr. Chairman, if there are no further questions to 
be put to Mr. Brodsky at the present time, I would suggest that he be 
excused for the time being, but that he remain here subject to being 
recalled. 

Mr. Byrnes. I have just one more question. 

Chairman Kine. Mr. Byrnes will inquire. 

Mr. Byrnes. We talked before about these joint accounts that you 
held with other people, or on which other people were required to 
sign as accommodation signers or otherwise, and as I recall your 
testimony you said you did have such other accounts; is that correct / 

Mir. Bropsky. Yes, sir. 

Mr. Byrnes. Were any of those accounts held jointly with people 
vho were in the collector's office in St. Louis / 

Mr. Bropsky. No, they were not. 

Mr. Byrnes. Were any of them Government employees of any 

na ¢ 

Mr. Bropsky. No. 

( hairman Kine. Mr. Brodsky, you understand the condition coun 
el put upon you being excused from the stand ¢ 

Mr. Bropsky. It is working a great hardship upon me, and of 
ourse, Lam sure it is on everybody. 

Chairman King. You are permitted to use the telephone or leave 
he room, if you wish, and what he meant was that you should re- 
hain in attendance, and it would be to your benefit to do so. But you 
certainly may be excused from the room, if you wish. 

Mr. Bropsky. Can I have any kind of a semblance of an idea as to 
ny time of being allowed to depart from this city ¢ 

‘Chairman Kine. When did you say that your departure was 
irranged ¢ 

Mr. Bropsxy. I have another reservation at 4: 45. 

Chairman Kine. I would say it would be dangerous, Mr. Brodsky, 
for you to arrange to take that reservation. 

\ir. Hartmann, will you please come forward and take the stand? 





INTERNAL REVENUE INVESTIGATION 463 


TESTIMONY OF RUDOLPH H. HARTMANN, SENIOR SPECIAL AGENT 
IN CHARGE, BUREAU OF INTERNAL REVENUE, ST. LOUIS, MO.— 
Resumed 


Chairman Kine. We will have a short recess 

(A short recess was taken.) 

Chairman Kine. The subcommittee will be in order. 

Mr. DeWinv. Mr. Chairman, may the record show at this point that 
Mr. Hartmann has already been sworn ¢ 

Chairman Kine. It is so ordered. 

Mr. DeWinp. Mr. Hartmann, do you recall an interview conducted 
on January 11, 1951, in the oflices of the Intelligence Unit, Bureau of 
Internal Revenue, St. Louis, Mo., at 2: 30 in the afternoon of that day, 
at which there were present Mr. John Martin Brodsky; Mr. Abraham 
Lowenhaupt, his attorney; and Mr. Frank W. Lohn, special agent in 
charge; and Mr. Rudolph H. Hartmann, special agent; and Mr. Ear 
nest M. Flinn, special agent; and Mr. Walter Horn, internal revenue 
agent ¢ 

Mr. Harrmann. Yes, sir. 

Mr. DeWinp. In the course of that interview. Mr. Hartmann. w 
Mr. Brodsky questioned as to names of prospective insurance clir 
that he obtained from Collector Finnegan ¢ 

Mr. Harrmann. Yes, sir. 

Mr. DeWrnp. Could you please describe for us briefly the 
of that questioning and Mr. Brodsky’s replies to the questio 

Mr. Harrmann. Mr. Brodsky was asked to give us infor 
to from whom he received these names, and he stated that 
received them from the collector's oflice and we asked 
them to him, and—— 

Mr. DeWinp. Excuse me, Mr. Hartmann, at this po 
rupt to identify the names that you are referring to / 

Mr. Harrmann. Well, he mentioned several people 
Assistant Collector Copley, and he mentioned Miss Desmon 
and he mentioned Mr. Bresleyhan, deputy collector. He just kept on 
like that and we asked him did they furnish the names, but no, but he 
knew them and we then finally told him to give us the names of the 
deputy or any one in the collector’s office who had furnished him with 
these names. At that point he suddenly said “I refuse to answer any 
questions further pertaining to the collector’s office.” At the same 
time his attorney began questioning me as to what right I had to ask 
these questions, and I told him that under the authority from the Com 
missioner we had the right to investigate charges against personnel in 
the Bureau of Internal Revenue and that Mr. Finnegan was a member 
of the Bureau of Internal Revenue together with all of the employees 
in that office. Tle then went into a short discussion, a whispered dis 
cussion we could not overhear, and Mr. Lowenhaupt, the attorney. 
turned to me and said “I do not see why he cannot tell you the truth.” 
and Mr. Brodsky then stated the names that had been furnished him, 
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have been furnished to him by Mr. Finnegan, and I then specitically 
went over the names of each one of those that had been furnished to 
us by Mr. Clark: those were the Food Center; the Valley Steel Prod- 
ucts Co.. W ith the partnership composed of Mr. George Lb. Fleischman 
and Lester Crancer: and Robert Bascowitz, Inc.: and the Harrison 
Lumber Co., a partnership composed of John Harrison and Clifford 
Harrison: and Missouri Paper Stock Co., and its president, Samuel 
Mendelson; and the Luigi Transfer Co.: and a friend who was not 
lent fied by why other name, 

Mr. Brodsky specifically stated to each question ood Center, 
Valley Steel, Robert Bascowitz, Harrison pet ca Co., Missouri Paper 
Stock Co.—that Mr. Finnegan had furnished him these names as 
insurance prospects, 

With respect to Luigi Transfer Co. he said that name had not been 
fi nished to hum, and could not be identified be wuse we did not Know 
the first name. 

Mr. DeWinpb. Did you question Mr. Brodsky at that time concern- 
ne his knowledge of the tax investigations or outstanding tax 
liabilities of these persons and organizat ions ¢ 

Mr. Harrmann. Yes, sir: and he stated that Mr. Finnegan had 
mentioned to him that these people or these firms or persons that he 
had identified as the names received from Mr. Finnegan, were either 
in tax difficulties or were under investigation. 

Mr. DeWinp. Now L think you have already pointed out, Mr. Hart- 
mann, that there were present at that meeting three other agents of 
the Bureau of lh ternal Revenue. and Mr. Brodsky’s attorney, 

Mr. HarrmMann. Yes, sir. 

Mr. DeWinp. Were they all present when Mr. Brodsky gave t 

<wers to the questions which you have just related ? 

Mr. Hartmann. Yes, sir. 

Mr. DeWinxp. Were there any further questions and answers dui 

iv that conference which pertained to this same subject matter ? 

Mr. Harrmann. With respect to these names furnished by him ? 

Mr. DeWtInNpb. Yes. 

Mr. Hartmann. No, sir: that was the answer we desired. 

Mr. DeWrnxp. Mr. Hartmann. thank you; there are no further 
questions unless members of the committee wish to question you, 

Chairman Kine. You may be excused, Mr. Hartmann. 

Mr. DeWixp. Mr. Chairman, would you please recall Mr. Brodsky ? 

Chairman King. Mr. Brodsky, would you please come forward and 
retake the stand. 


TESTIMONY OF JOHN MARTIN BRODSKY—Resumed 


Mr. DeWrxpv. Mr. Brodsky, have you heard the testimony Mr. 
Hartmann just gave ? 

Mr. Bropsxy. I did. and it is false. To start with, Mr. Flinn was 
not present, 

Mr. DEW inp. Don't volunteer any answers. 

Mr. DBropsky. When it is false | fee] that it is right for everybody 
to know what is false about it. 

Mr. DeWinv. You will have an opportunity to make any denials of 
that testimony vou wish. 

Mr. Bropsxy. I don’t know that I will have an opportunity. 
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Chairman Kine. Proceed in order, please. 

Mr. DeWinp. Mr. Brodsky, were you asked the questions at the 
meeting regarding which Mr. Hartmann has testified that Mr. Hart- 
mann said were put to you 4 

Mr. Bropsky. No. Some of them, ves. Had he sworn me and 
had it been taken down- 

Mr. DeWrnp. Just a minute. Which of the questions were not put 
to vous 

Mr. Bropsky. Whe he asked me where I rece ved specific hames 
I explained to him — 

Mr. DeWrnp. Just a moment, Mr. Brodsky. Let us try to proceed 
Mm anh orderly fashion. Which ot the questions were you not asked ? 

Mr. Bropsxy. The fact of the tax difliculties or the question regard- 
ing tax difficulties. 

Mr. De WInpn. That is, you mentioned the question regarding Mr. 
Finnegan’s having told you about tax difficulties 4 

Mr. Bropsxy. That they were having tax difliculties, or whatever 
Mr. Hartmann testified along those lines, is a figment of his imagina- 
tion, and Mr. Lowenhaupt will bear me out in that, I am sure. 

Mr. DeWinp. What other questions, if any, were not put to you? 

Mr. Bropsxy. He distorted the fashion of explainn gy some of the 
names that I said I came by—— 

Mr. DeWInp. Just a minute. Which of the other questions ? 

Mr. Bropsky. That was a question, and you questioned him whether 
or not I said T got any names, and he said “Yes.” I got them from the 
collector, but he did not explain the fashion it was explained to him. 
Some of Mr. Hartmann’s testimony has been wrong right down the 
line. 

Mr. DeWinp. Just a moment; would you direct Mr. Brodsky not 
to volunteer answers without question ¢ 

Chairman Kine. I think you understand now, Mr. Brodsky, that 
you should answer as directly as you can the questions put to you by 
counsel. 

Mr. DeWinp. Mr. Brodsky, did you make the answers to questions 
posed to you at that interview that Mr. Hartmann said you did ¢ 

Mr. Bropsky. No. not in the manner in which Mr. Hartmann ex- 
plained them. 

Mr. DeWinxp. Now, Mr. Brodsky, is the testimony that Mr. Hart- 
mann gave false in every respect in which it conflicts with the testi- 
mony by vou here ? 

Mr. Bropvsxy. I am not accompanied by legal counsel, and I am 
not going to get myself involved into something that I don’t know 
what is proper or proper to answer. I can’t sav whether everything 
that he has testified to is untrue if it conflicts with what I testified to. 

Mr. DeWiNp. Mr. Brodsky, vou asked for an opportunity to state 
what was false about Mr. Hartmann’s testimony, and I am now ask- 
ng vou, is Mr. Hartmann’s testimony false to the extent it Is in con 
flict or conflicts with any testimony that you have given here ¢ 

Mr. Bropsxy. You are confining that privilege that you say I asked 
for to explain certain things ¢ 

Mr. DeWinp. Let us see, Mr. Brodsky, when we get through, whether 

ou have anything else you wish to add. 
, Mr. Bropsky. I can’t answer that question 
presented it to me. 
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Mr. DeWinp. Now, in what particular respect, if any, is Mr. Hart- 
mann’s testimony false ¢ 

Mr. Bropsky. Namely, he said that I secured or had gotten from 
someone in the collector’s office, and then stated that I said the col- 
lector specifically gave me some of those names or all of these names, 
I don’t remember. 

Mr. DeWrxv. You now deny that Collector Finnegan ever gave 
you any of these names ¢ 

Mr. Bropsxy. I am not denying anything, I am telling you the 
manner in which the man is explaining this to you distorts the true 
facts and gives you an impression that is contrary to what is actu 
ally So. 

Mr. DeWinp. Do you now deny, Mr. Brodsky, that at that meet 
ing you said to the people present that Mr. Finnegan gave you these 
hames ¢ 

Mr. Bropsxy. I am not denying anything, I have no reason to. I 
am telling you it has been distorted. 

Mr. DeWrxp. Are you saying that there was false testimony when 
Mr. Hartmann so testified ¢ 

Mr. Bropsxy. I am telling you exactly the manner in which he ex- 
plained it is a distortion of the facts. 

Mr. DeWinp. Now, over and above being a distortion, are you pre- 
pared to say that Mr. Hartmann’s testimony is false ¢ 

Mr. Bropsxy. I believe if someone distorts the facts or misrepre- 
sents them, distorts them preferably, because it might be through 
negligence, it could be considered an untruth or a falsehood. 

Mr. DeWtinp. Now, apart from what the reason for the falsity you 
allege there might be, whether it might be neglect or whatever you 
might allege, are you prepared to say that it is false ¢ 

Mr. Bropsxky. Now get me straight, please, Mr. Examiner. I told 
you that the facts had been distorted and the wrong impressions 
given, and Lam not going to say that Mr. Hartmann on this particular 
point is testifying falsely. I am saying that he distorted the facts, 
and the true intent of the testimony that I gave on that pariculat 
Occasion, 

Mr. DeWinp. All right. 

Mr. Bropsxy. I don't know if it is out of line and I would like to 
ask the chairman of this committee if I have a right to explain what 
the intent was, that they are now talking about. It will be brief. 

Mr. DeWinp. An explanation of the intent may or may not be help 
ful, but in any event such an explanation should follow a determina 
tion of just what was said. 

Chairman King. That is what I was going to explain to Mr. Brod- 
sky, that he should do his best to answer the question and at what we 
consider the proper time he will certainly be allowed to explain. 

Mr. DeWinp. Now, Mr. Hartmann has said that you testified at 
that hearing that Mr. Finnegan had given you the name of the Valley 
Steel Products Co. Is that testimony of Mr. Hartmann’s false ¢ 

Mr. Bropsxy. It is incorrect. 

Mr. DeWinp. Did you say at the hearing that Mr. Finnegan had 
given you the name of the Valley Steel Products Co. ¢ 

Mr. Bropsxy. I do not believe that I did, because it is not the truth 
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Mr. DeWinp. Now, Mr. Hartmann testified that you said that Col- 
lector Finnegan had given you the name of the Harrison Lumber Co. 
Did you so testify at that hearing‘ 

Mr. Bropsxy. I reply in the same fashion as I did with Valley Steel, 
it would not be the truth. 

Mr. DeWinv. Mr. Hartmann has testified that you said at that hear- 
ing that Mr. Finengan had given you the names of several other per- 
sons. Do you deny that testimony ¢ 

Mr. Bropvsky. All of those other persons are people that I have been 
socially acquainted with for years and I definitely deny it, and that 
I am telling you now is not right in the same fashion as all of the 
rest of the information that you are now asking me about. 

Mr. DeWinp. Mr. Brodsky, at that hearing— 

Mr. Bropsky. What hearing / 

Mr. DeWinv. At this interview we have been talking about on Jan- 
uary Ll,of 1951, regarding which Mr. Hartmann testified, at that hear- 
ing or interview did vou state that someone in the collector's office had 
informed you that Revenue Agent Horn had requisitioned your tax 
return under the instructions of Special Agent Herre ¢ 

Mr. Bropsky. That I don’t recall. I might have, and that is some- 
thing I can’t recall. 

Mr. DeWinp. And did you say at that interview, Mr. Brodsky, that 
you had called someone at the collector's office and obtained the infor, 
mation but that you did not recall who had given you the information ¢ 

Mr. Bropsxy. I don’t recall that, I may have, and I don’t recall the 
incident at all. 

Mr. DeWinp. And did you later, Mr. Brodsky, after consultation 
with your attorney, state that contrary to what you had earlier said, 
that all of the information you had ever obtained from the collector's 
office had come to you directly from Mr. Finnegan ? 

Mr. Bropsky. I don’t recall that at all, and Iam sure that there was 
information regarding my own returns from time to time and on the 
matters that pertained to me personally that I was given from others 
than Mr. Finnegan. 

Mr. DeWinb. Mr. Brodsky, at the end of that interview, did you 
state in words or in substance that you were sorry that you had impli- 
cated Mr. Finnegan and that you could not understand why Mr. Finne 
gan had not told the entire truth on the previous day? Did you state 
that ? 

Mr. Bropsky. Let us clarify that, Mr. Lohn was the one who said 
“Mr. Finnegan is my personal friend and I don’t want to see him 
hurt.” I said, I didn’t either want to see him hurt, and Mr. Lohn is 
Mr. Hartmann’s superior and he is the one who made the remark. 

Mr. DeWinxv. And did you state that you were sorry that you had 
implicated Mr. Finnegan and that you could not understand why he 
had not told the truth the previous day ? 

Mr. Bropsxy. If | . ad implicated Mr. Finnegan in that interview, 
which was informal, if I had, I tell you now that I would be sorry, 
but I don’t see how tl information that I could give to them would 
have implicated him unless it was distorted or misunderstood. 





46S INTERNAL REVENUE INVESTIGATION 


Mr. DeWtnp. I have no further questions to put, Mr. Chairman. 

Chairman Kine. Have you anything now to say, Mr. Brodsky? 1 
have assured vou that you would have an opportunity to make a 
statement if you desired. 

Mr. Bropsxky. Thank you. I wish to make it clear that the im 
pression that Mr. Examiner here 

Mr. Byrnes. Mr. Chairman, I think the witness should understand 
that what we want is not an expression of his opinions with regard 
fo any personalit ies as far as the counsel or members of the committee, 
nor are we concerned with the generalities. T think that what we 
want basically is any correction of factual material that the witness 
might want to submit to the committee, so that the committee has the 
facts in the case. 

Mr. Bropsky. That is the purpose of what IT have intended to do 
and I think that that is what Mr. King has allowed me to do. 

Chairman Kine. Very well, proceed. 

Mr. Byrnes. The only thing I am concerned about is that the wit 

hess may be more perturbed about Impressions than he is about facts, 
and it is not the impressions that are eained that are of importance 
here. 
Mr. Bropsxy. I realize that, and I realize the searcity of time. 
Yesterday the examiner left a doubt in the testimony of one of the 
witnesses, Mr. Clark. The doubt was that Mr. Clark attempted to 
correct the statement regarding Dr. Rathert, who the examiner said 
was one of the many or few individuals that bought insurance through 
my agency that had tax problems. Mr. Clark attempted to clarify 
that by saving that that was a piece of business that he introduced, 
and the examiner then stated that he thought Mr. Clark was undet 
the wrong impression, that it was about another policy other than 
the one Mr. Clark was referring. I now tell this committee that the 
examiner evidently has been misinformed because any business o1 
the books of the Dudmar Insurance Agency for Dr. Norman Rathert 
who, if it is true has had a tax problem, was not business acquired 
directly by mie, ana I never at any time contacted the man for in 
surance, 

I further wish to clarify Mr. Clark’s testimony, where he stated 
that my insurance agency and particularly with reference to thi 
Food Center account was a partnership participation arrangement 
wherein he rot one-third and | received two thirds. The examine! 
pursued the two-thirds statement in order to determine who if any 
one mieht have participated in the portion that Mr. Clark claimed 
I was to receive, and the fact actually is that [ had a broker on thi 
business, the entire line of business, who was recognized as the pro 
ducer, and T was not the broker. Mr. Clark was not the broker, nor 
was anvone else other than a young lady by the name of Melaskey 
and she was the broker and producer of that business. I was merely 
the servicing agent for the account, and there was no arrangement 
with anvbody as to the distribution of the commissions other thay 
that which was agreed upon by the insurance company that was thi 
carrier of the line. 

I further wish to state that Mr. Clark stated in a written or 
a transertbed conversation which T will be happy to leave the trai 
scription with you gentlemen, if you want it, that any idea as to 
Mr. Finnegan's participation in the insurance business he agreed I at 
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ho time concurred W ith from the inception of the insurance business 
that I went into. He admitted that I did not concur with it and 
that is a statement of fact. 

Chairman Kine. Will vou submit that transcript vou referred 
to the committee, Mr. Brodsky ? 

Mr. Bropsxy. I will submit it to the committee and I ask that 
the committee be kind enough to promptly return it to me upon their 
complete examination of it. 

Chairman Kine. Very well. 

Mr. Bropsky. I also wish to make one other statement, and | be 
lieve this is the only one, and that is with respect to Mr. Don Kelly. 
Mr. Kelly specifically told me in a telephone-recorded conversatio 
which I have just today at lunchtime received that he was com 
pletely misquoted with respect to his testimony to the Intelligence 
Unit relating to Mr. Finnegan. 

Chairman Kine. Mr. Brodsky, do I understand that you perhaps 
wish to deny what My. Kelly has testified to here before the com 
mittee / 

Mr. Bropsxy. Mr. Chairman, I don’t believe I wish to deny 
any further than I already have in my testimony. I think that the 
examiner covered most of the points that I felt should be clarified, 
Mr. Kelly was of the opinion that I first came into his office. and the 
testimony so states, in June or July of 1949, and had conversation 
relating an association that 1 had with Mr. Finnegan while in fact 
I received a wire from a party who has been with the Prudential Life 
Insurance Co. for some forty-odd years stating exactly the facts, and 
that was that he introduced me personally to Mr. Kelly n 14S 
ana at that meeling my only desire was to get a contract Trom him. 

Now, Mr. Kelly, Hh Wn second meeting with ly i. OD 
denced from the ; f business that I told him lL w: 
able to produce, ishike for that type of business be 
me i no uncertain terms of an insurance agent in St. 


Solomon who ut that tlie Was writing some Zo to oO times 


nstirahice as Mr. Kelly Wits, and that he resented the typ pene 
that Mr. Solomon conducted. and that my type of desired. « per it! 
leaned somewhat towards that nature, And frankly, I tiritix that that 
in contradiction to Mr. Kelly's testimony, a d the ol A time My 
Finnegan's hahie Was evel brought up Was of Ohe OCcauslol \ hen | 


explai ed tl mt there might bean association ata later date that would 


“deca 200, an re with re spect to the request for the commission or for 
e premium that had already been paid to the insurance company, that 

[ was rightfully entitled to, and T did say that T wanted to send ML 

Finnegan's fee, and that is somewhat in contradiction to what Mr. 

belly testified, 

Now with respect to a list. and this vets otf the factual end of it 
und T won't state it if Mr Byrne ‘sSsauvs not to, but a lot of que stionin io 
has been centered around a list ot f possible Insurance prespects. A 
sl Was stp plied to me al a 1h the harmdwriting ol R. Vernon & 

Jr, and I still have that list which contains several of the names that 
ive eel brought yo oih the Various investigations. Ih = list Was 
vritten » by Mr. R. Vernon Clark, Jr... and it was in his handwriting 
ind T still have it as part of ni file. Any other list never at a Vv time 

to niy knowledge emer If you Warn that, and if the committee 
wants it, I will be happy to supply it 
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Chairman Kine. We would appreciate having the list, Mr. Brodsky. 

Mr. Bropskxy. I will have it sent out today special delivery to you 
personally, 

Chairman Kine. Very well. 

Mr. Byrnes. Could you give me at this point the circumstances 
under which that list was prepared / 

Mr. Bropsxy. Yes, Mr. Clark repeatedly during his hanging around 
my office or tendering small pieces of brokerage business to my 
agency, repeatedly asked that I see if there were tax ceficiencies 
existing on various accounts, and that he thought would ultimately 
produce good insurance prospects. Mr. Clark asked me that, and he 
asked me that not only in the presence of myself, but in the presence 
of others. And he went so far as to ask me to even call what he termed 
Twelfth Street, which is the collector’s office, to find out if LT could 
which I could not, I am sure—whether or not a condition of a tax 
difficulty existed. Mr. Clark asked me to inquire into specific cases. 

Mr. Byrnes. He prepared this list and gave it to vou with the re 
quest that you check with the collector’s office to wet the tax situation 
of the people named on the list / Is that the circumstances under 
which it was submitted 7 

Mr. Bropsxy. I wouldn't go so far as to say that was on every one 
of those that were mentioned, but there were particular cases where 
he did ask if I would inquire to see if there was a tax difficulty, and I 
im not saying that that prevailed on every one of the names of the 
firms on the list 

Mr. Byrnes. What is the purpose of this list that he submitted to 

Mr. Bropsxy. The purpose of the list was to attempt to consider 
them as insurance prospects. 

Mr. Byrnes. For you to consider them? 

Mr. Bropsxy. He was an insurance broker, and if I were to work 

inv of that business that he listed I would probably have some 
kind of an arrangement whereby he \ nuild particip ite to the broker 
ive extent. 

Mr. Kean. What made him think that you could get that informa- 
tion as to tax delinquencies? 

Mr. Bropsky. It was a known fact that Mr. Finnegan for many, 
many years had been an intimate social friend of mine, and I hope 
will continue to be, 

Phe committee chairman, T believe, asked for a copy of some of my 
‘company contracts, possibly it was the examiner, and I don’t know, 
incl T am Wu t trying to collect what I am rong to give here so that 
it might help the committee with their final finding. Did I under 
stand that vou wanted copies of the insurance general agency con- 
tracts, and I don’t know whether you asked or the examiner asked for 


copies of the general agency contracts or contracts that I had with 


various insurance companies. 

Chairman Kine. My interest was in having copies or the contracts 
n which you have paid legal fees to Mr. Finnegan for perusing or 
examining, and those that Mr. Finnegan read over and advised you on, 

Mr. Bropsxy. Very well. 

Mr. Kran. Mr. Brodsky, when Mr. Clark gave you this list and 
isked you to use it in what you considered an improper way, what did 
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you say to Mr. Clark? Did you tell him, “Oh, get the hell out of the 
office and don’t come back again,” or what / 

Mr. Bropsky. No; it is a funny thing, because you ask Mr. Clark 
to get out of the front door and he would come in the back door, and 
I got to the point of completely ignoring Mr. Clark. At one time my 
reception room had a closing door to my private office. At one time in 
order to prevent being disturbed | put a note on there to please keep 
out, but it was to no avail. 

Mr. Kean. Mr. Brodsky, did you tell Mr. Finnegan about these 
attempts by Mr. Clark to have you ask him for improper inform: ition? 

Mr. Brovsxy. We never discussed it; I completely ignored i 

Shall T make out a receipt for what I am leaving here, Mr. Chair- 
man ¢ 

Chairman Kine. You may. 

Mr. Bropsky. May I sit ut this table. ana I am just about completed 
on what Iam leaving. 

Chairman King. Very well, Mr. Brodsky. You are through with 
vour statement, are you not? You have completed that ? 

Mr. Bropsxy. Yes, sir 

Chairman Kine. And you have nothing further to say ? 

Mr. Bropsxy. No. 

Chairman Kine. The conflict of the testimony which developed in 
today’s session is naturally a serious concern to this committee. It 
seems that we are deali ne he ‘re W ith what m: LV be deliberate untruth is, 
Consequently, without ol ject! on, it Is ‘ence ordered that a transer pt 
of these hent rors fy riunsmiutt - to the Departm nt of Justice for 
such further aetion ly the U ited states attorney for the D strict of 


Columbia as may be warranted, including possible prosecution for 


perjury. 1} there . no objection, it is so ordered. 
You are excused, Mr. Brodsky. 
Mr. Bropsxy. Thank vou. 


1 ] 


Chairman Kine. The committee w LO 


ill recess for ] 

Brief recess, } 

Mr. O'Brien (presiding). The meeting ts called to order. 

Mr. DeWinn. Mr. Hugh Finnegan / 

Mr. O'Bries. Raise vour right hand and 

Do vou solemnly swear that the te 

ll be the truth. the whole truth. 

Vou God ¢ 

Mr. Hueu Finnes 

Mr. O'Brien. It has been ealled to my attention 
mony we are about to hear there 1 av be mentioned t! 

Denis W. Delaney, former collector of internal revenue for the dis 
trict of Massachusetts. As is well known, Mr. Delaney at preset 

under indictment on charges growing out of the manner in which he 
conducted himself as collector. 

The question of Mr. Delanev’s innocence or guilt will, in due course, 
be sifted in judicial pror dings. In the meantime, it is of the utmost 
mportance that selina occur in these committee hearings which 
could in any way militate against a fair trial of that case. The com 
mittee, through its counsel, will make such provision or modification in 
its scheduling of public hearings at this time as may appear necessary 
and desirable to this end. However, in view of the ramifications of 
the matters thus far brought out in public hearings, it may prove 
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impossible to avoid entirely any mention of the activities of former 
Collector Delaney. It will, of course, be understood by all concerned 
that this committee is not a court of law engaged in determining guilt 
or innocence of private rclin iluals. | earnest ly request that everyone 
draw no conclusions concerning Mr. Delaney’s innocence or guilt of 
the charges now pending against him, but keep an open mind until the 
Federal court of Massachusetts has ruled thereon. With this word 
of caution, the subcommittee will now hear Mr. Hugh Finnegan. 
Mr. Finnegan, you have already been sworn. 


TESTIMONY OF HUGH P. FINNEGAN, MANHASSET, LONG 
ISLAND, N. Y. 


Mr. DeWinpo. Mr. Finnegan, are you the brother of James P. 
Finnegan ¢ 

Mr. Hveu Fixnecan. Yes, sir. 

Mr. DeWinp. Where do vou live, Mr. Finnegan ¢ 

Mr. Hueu Finnecan. 721 Park Avenue, Manhasset, Long Island, 
| i A 

Mr. DeWinpn. How long have you been a resident of New York? 

Mr. Hucu Finnrean. For the past 1914 years. 

Mr. DeWixv. How old are you, Mr. Finnegan / 

Mr. Htvucu Finnecan. Forty-eight years of age. 

Mr. DeWinpb. Prior to becoming a resident of New York, were you 
| resident of St. Louis / 

Mr. Huen FinnrGan. Yes, sir. 

Mr. DeWinv. What is your occupation, Mr. Finnegan / 

Mr. Hucu Finneean. Up until June of 1950, I was employed for 
the past 20 years with the Stewart Theaters Corp. as division man- 
aver, until June 1950, after mV se ond heart attack, when the doctors 
advised me to leave the business on account of the long hours. 

Mr. DeWiNpb. Since that time, then, Mr. Finnegan, what has your 
occupation been ¢ ; 

\Ir. at Gil I INNEGAN, Well. at the present Line, | have some money 
Invested’ mto a smelting company. 

Mr. DeWinp. Are you active in that business / 

Mr. Hucu Finnroan. I am not active in it. I have money in the 
business, 

Mr. DeWinp. Mr. Finnegan, in January of 1951, did you make a 
pavinent to vou brother, James P. Finnegan. who was then collector 
of internal revenue in St. Louis. of S5.000 ¢ 

Mr. Hluau Finnecan. My brother asked me for a loan of $5,000, 
which | wruve him. 

Mr. DeWixp. Where were you when your brother asked you for 
this loan? 

Mr. Hueu Finnrean. I was in the city of St. Louis. 

Mr. DeWinv. And did you make the loan ¢ 

Mer. Hoan Finnecan. Yes, I did. 

Mr. DeWinp. In what form did you make it? 

Mr. Hea Fixxeean. I made it in hundred dollar bills. 

Mr. DeWinp. Was it entirely advanced to your brother in cash con- 
sisting of 350 S100 bills / 


Mr. Huen Finnecan. It was all cash: all $100 bills. 
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Mr. DeWinpv. What were you doing in St. Louis at the time, Mr. 
Finnegan ¢ 

Mr. Huew Finnecan. 1 was on my way to Florida, and also I was 
negotiating with a gentleman to buy some zinc concentrates. 

Mr. DeWinpb. Were vou conducting those negotiations in St. Louis? 

Mr. Hucu FINNEGAN. Yes, I was. The gentleman that owns the 
mine resides in St. Louis. The mines are in Oklahoma. 

Mr. DEWIND. Had you concluded those negotiations prior to the 
discussion with your brother about a loan ¢ 

Mr. Hueu Finnrean. I don't understand you on that question 

Mr. DeWiNnv. Were those negotiations under way while you were in 
St. Louis? 

Mr. Hueéu Finnecan. They were under 
month or two before that. 

Mr. DeWinvb. Had you completed the negotiations / 

Mr. Hueu Finnecan. No: the negotiations wer 
In fact, in February, | loaned the ventleman some money, 

Mr. DeWrnp. In February of 1951? 

Mr. Huen Finnecan. That is right. But I didn’t 
arrangements on it. 

Mr. DreWInp. Now. when your brother asked fol this loan, did he 
tell you that the purpose of the loan was to make a settlement out of 
court of a claim asserted by Mr. Richard Clark ¢ 

Mr. Huan FINNEGAN. No, he did not. He said he hi: an Imme 
diate obligation to meet. T didn’t question him. 

Mr. DeWinp. Well, isn’t it a fact, Mr. Finnegan that your brother 
stated to you that in January of 1951 a claim had been asserted | 
Mr. Clark, and he needed 85.000 to settle the claim o 
order to; ivold unfavor: ab le publiei ity Y 

Mr. Huen Finnecan. I don’t recall any remarks 
remarks at all. The only thing I remember was |! 
an advancement of $3,000. 

Mr. DeWinb. Don't you recall, Mr. Finnegan, that vou 
that time informed you that it had something to do 
surance deal ? 

Mr. Ht GH FINNEGAN. | do not. I do not re all that remark. 

Mr. DeWinpb. How did you happen to have $3,000 
you ¢ 

Mr. Huen Finnecan. IT have earried 825.000 and 850.000 in cash 
in my home and kept it in my home when I was on war bond drives 
for the Governme nt, and everything else: so $3,000 in cash to me Is 
not a lot of money. 

Mr. DeWrnp. Well, how did you happen to have this particular 
$3,000 in cash with you? 

Mr. Huen Finnecan. Because I contemplated making a deal for 
some zine concentrates. I was going then for a rest in Florida, and 
then over to Havana, and it was in January. 

Mr. DeWIND. Did you plan to buv zine concentra 
payment ¢ 

Mr. Hueu Finnecan. If it was necessary I might have had to, be- 
cause the gentleman didn’t have much money. 

Mr. DeWinp. Do you generally conduct business by cash / 
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Mr. Finnecan. I don't know what you mean by that. I have been 
in the show business for 27 years, and all finances are handled not by 
the division manager but by the home office. 

Mr. DeWinp. Well, is it your custom to manage your own affiairs 
by making payments in cash ? 

Mr. Hueu Finnecan. I pay for everything, practically, in cash or 
check at any time. I have never owed anybody any money. 

Mr. DeWinp. That is not what I am saying. Do you generally 
pay your bills by cash, or by check? — 

Mr. Huen Frinnecan. A lot of times by cash: a lot of times by 
check. 

Mr. DeWrnp. It was not an unusual transact ion—— 

Mr. Huen Finnrean. When I travel 

Mr. DeWrnp. Just a minute, Mr. Finnegan. It will confuse the 
reporter if we both talk together. 

Mr. Reporter, will you read the question I started to ask ¢ 

(The reporter read, as directed.) 

Mr. DeWrnp. It was not an unusual transaction for you to have 
$3,000 in cash to make a purchase / 

Mr. Hucu Finnecan. No. 

Mr. DeWinp. Now, what was the total of the cash that you had 
with you at that time / 

Mr. Hucu FiInneGan. 34,000, 

Mr. DeWinpv. And you planned to pay for your expenses in Florida, 
did you, out of these funds? 

Mr. Hueu Finnecan. Out of that, yes. 

Mr. DeWinp. And you planned to pay for the zine concentrates 
out of these funds / 

Mr. Ilvuen Finnrean. That is might. 

Mr. DeWinp. When you 

Mr. Huan Finneoax. May I have a drink, please ¢ 

Thank you. 

Mr. DeWinp. After you advanced $3,000 in hundred-dollar bills 
to vour brother, did you then proceed to get more cash / 

Mr. Hucu FInneean. Did I proceed to get more cash ¢ 

Mr. DeWinp. Yes. 

Mr. Hueu Finnrean. No, I did not. I did not make the trip then, 
and I did not consummate the deal at that time. I didn’t consum 
mate the deal at all, in fact. 

Mr. DeWinp. Did the loan to your brother of $3,000 prevent you 
from making the trip and concluding the deal ¢ 

Mr. Hueu Finnecan. Yes. I didn’t make the trip, and I didn’t 
make the deal. 

Mr. DeWinp. Did you have a checking account at that time? 

Mr. Huan Finnecan. Yes, I did have a checking account. 

Mr. DeWinp. Where did you maintain the checking account? 

Mr. Hueu Finnecan. I had a checking account at the Tower Grove 
Bank in St. Louis, and my wife has one at the Port Washington Bank 
in Manhasset. And then I had one prior to that at the Jamaica Sav 
ings Bank in Jamaica. 

Mr. DeWinp. Isn't it a fact, Mr. Finnegan, that at that time vou 
brother had already spoken to you about the claim that had heen 
asserted by Mr. Richard Vernon Clark, Jr. ? 
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Mr. Hueu Finnecan. | don’t recall any statements from my brother 
regarding a Mr. Clark, I don’t even know the man. I never met the 
man. The first time I think I saw the man was yesterday. So I 
wouldn’t know anything about it. 

Mr. DeWinp. Isn't it a fact that your brother specifically requested 
you to make available the $3,000 to him in cash ¢ 

Mr. Hueu Finnecan. No: I don't recall any remarks at all. He 
asked me—he told me he had an immediate obligation to meet and 
wanted to know if I could loan him $3,000, which I did. 

Mr. DeWinpn. And do you now state that he did not disclose to 
you the nature of the claim or obligation that he referred to / 

Mr. Hueu Finnecan. I do not recall any remarks along that line. 

Mr. DeWiNp. Do you recall stating to anybody at any time that 
he did tell you about the claim and it was a claim made by Mr. Rich- 
ard Clark ? 

Mr. Hueun Finnecan. I do not recall any remarks I made, eith« 

Mr. DeWrnp. Did you ever tell that to anybody ¢ 

Mr. Hucu Finnecan. I never recall any remark, or making any 
remark like that, at all. 

Mr. DeWINp. Well, in August of 1951, did you make a statement 
to that effect to anyone / 

Mr. Hueu FInnecan. No. 

Mr. DeWinp. You deny that ? 

Mr. HueGu Finnecan. Yes, sir. 

Mr. DeWIND. Do you remember il conversation you had w ith M 
Carl F. Heinz and Mr. John F. Clark, special agents of the Bure: 
of Internal Revenue. in August of 1951? 

Mr. Huan Fixnxecan. I recall a meeting and discussion with them. 
yes, but I don’t recall any of the statements or anything else. 

Mr. DeWINpb. Well. you deny that you made the statements? 

Mr. Hueun Finnecan. I don’t recall ever making that statement 

Mr. DeWinpv. Didn't you just a moment ago deny that you made 
that statement in August of 1951? 

Mr. Hueu Finnecan. I don’t recall making that statement. That 
is all. 

Mr. DeWinp. You now wish to retract your denial ? 

Mr. Hueu Finnecan. I don’t recall making the statement. 

Mr. DeWinp. All I am saving to you, Mr. Finnegan, is that there 
s a statement in this record that vou deny making that statement to 
anybody in August of 1951. Do you want to retract that statement / 

Mr. Hvuen Finnecan. I don't want to retract any statement. | 
don’t recall making any statements regarding Mr. Clark at any time. 

Mr. Dre WInp. Well, do you wish to leave in this record, Mr. Finne 
van, a denial of any conversation in August of 1951 in which you men 
tioned that Mr. Clark had been mi iking a claim against your brother 
and that your brother told you so¢ 

Mr. Hvueu Frxnecan. I don’t recall any remarks about that at all. 

Mr. DeWrnp. I was just offering you an opportunity to withdraw 
the denial. 

Mr. Hvueu Finneran. Mr. DeWind, lam sorry. I don't recall ever 
making the remark. 

Mr. DeWINpD. Does this discussion refresh your recollection as to 
whether you did know about the claim being asserted by Mr. Clark 


/ 


through your brothe: 
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Mr. Huen agg oer I don’t recall anything about Mr. Clark. I 
don’t remember. I don’t recall it. 

Mr. DeW1inp. And you now state here that you did not have any 
knowledge about the c laim asserted by Mr. Cl: irk when you made this 
loan to your brother ¢ 

Mr. Hueu Finnecan. I don't recall ever making any statement like 
that. 

Mr. DeWinpv. Do you wish to say that you are certain you did not 
make such a remark? 

Mr. Hueu Finnrean. No; I wouldn't say that. I say I don’t recall 
making the statement. 

Mr. DeWinp. Is it possible that you did make such a statement ? 

Mr. Hucu Finnecan. I wouldn't recall that. either. I mean I 
couldn't tell you “yes” or “no” whether I made the statement or 
not. 

Mr. DeWinp. Mr. Finnegan, the statement that I am referring to 
is a statement in August of this year, a period of less than 5 months 
ago, concerning the $3,000 loan that you made to your brother. Now, 
are you not prepared to say one way or the other ¢ , 

Mr. Hucu FinneGan. No; L can’t recall any statements that I made 
regarding that. If I had a copy of it, if I kept a copy, I could re- 
member it. [don’t recall making any statements. 

Mr. DeWinp. Do you now know at this minute, Mr. Finnegan, of 
any claim asserted by Mr. Richard Clark against your brother ¢ 

Mr. Hvueu Fixnecan. I do not. 

Mr. DeWinp. Isn’t it a fact that within the past 2 weeks, you have 
acknowledged that you did know of such a claim ¢ 

Mr. Hueu Finnecan. What is that, sir / 

Mr. DeWrnp. Isn't it a fact that within the past 2 weeks, you have 
wknowledged that you did know of the claim of Mr. Clark against 
your brother ? 
~ Mr. Huen Frxneean. I don’t recall ever acknowledging anything. 

Mr. DeWIUnp. Do you wish to draw a distinction between your lack 
of recollection and a denial? Is that right ¢ 

Mr. Huan Finneean. It is my recollection. I don’t recall, hon 
estly. I don’t recall mi: aking : a remark like that. 

Mr. DeWrnp. Is your brother still indebted to you on this loan? 

Mr. Hueu Finneean. Yes: he is. 

Mir. DeWrnp. The total amount of the loan is $3,000 ? 

Mr. Huaeu Finnegan, Yes, sir. 

Mr. DeWinp. Are you familiar with the fact that Mr. Clark test 
fied here yesterday that at about this time he received a payment of 

83.000 7 

Mr. Hucu FINNEGAN, | was not in the room here. I didn’t heat 
the testimony. 

Mr. DeWinp. Well, I tell you now that Mr. Clark did testify to re 
ceiving through his attorney a payment of $3,000 in satisfaction of th: 
claim that he was asserting, and Lask you if that refreshes your reco! 
lection in any respect. 

Mr. Ilccu FINNEGAN. No. it dloes not. 

Mr. DeWinpv. Mr. Finnegan, are you acquainted with Mr. Daniel 
kriedman ¢ 

Mr. Hcuen Finneevnx. Yes, Tam. 

Mr. DeWinp. Are you acquainted with Mr. Samuel Marco? 
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Mr. Huenw Fixnecan. Yes, sir. 

Mr. DeWinp. In what business are Mr. Friedman and Mr. Marco 
engaged ¢ 

Mr. Hueu Finnecan. In the Estate Research Co. in New York 
City. 

Mr. DeWinpn. Whiat is the nature of that business ? 

Mr. Huen Finnecan. Insurance business, estate planning. 

Mr. DeWrnxp. Insurance business and estate planning / 

Mr. Hueu Finnecan. Yes. 

Mr. DeWinv. What is the name? 

Mr. Huey Finnecan. Estate Research Bureau. 

Mr. D WINp. Ilave you ever been emploved by the Estate’ Resarch 
Bureau , 

Mr. Hr GH I INNEGAN I have nevel heen enployed by them. 

Mr. DeWinpb. Have you ever received any payments from the Es 
tate Research Bureau / 

Mr. Hueu Finnecan. The only moneys | received from them were 
for the Hydroplane ( orp. 

Mr. Di WHUINb. Well. now, can vou tel] us the amount of the pay- 
ments that you have received from the Iestate Research Bureau ¢ , 

Mr. Hugu Finnecan. They advanced, according to agreement, a 
thousand dollars to defray expenses of the Hydroplane Corp. They 
also advanced $250 for traveling expenses. 

Mr. DeWinpv. That is a total of 82.2507 

Mr. Huey Finnecan. No, it is a total of 81.250, I didn't receive 
it. | received a thousand dollars and S250 for expenses, which 1 
$1250. 

Mr. DeWInp. Was tiie Hydroplane Corp. i orporatio 1} h} 
you had a finanectal interest / ; 

Mr. Hugu Finnecan. Yes, sir; I did. I was president of the 
Hydroplane ¢ orp. 

Mr. DeWinpb. Did Mr. Friedman or Mr. Marco hiave y interest 
the Hydroplane Corp. ¢ 

Mr. Hugu Finnecan. Thev had stock in the Hydroplane Corp. 

Mr. Di WiINp. Now, was the thous unc dollar pay went they mude to 
you made to you personally ¢ , , 

Mr. Huan I INNEGAN It was made to Ine personally the ofhce 
of the Hydroplane ¢ orp. ; 

Mr. DeWinxp. Was that paid to you by cash, or by check / 

Mr. Hugi Finnegan. By check. 

Mr. Dy WIND. Was the che k arawh on the account ot the Estate 
Research Bureau / 

Mr. Hueuw FinneGan. Yes, sir: it was. 

Mr. DeWinp. And what was the nature of the transaction? Why 
was $1,000 advanced to you? 

Mr. Huen Finnecan. That was the agreement. I met Mr. Marco 
ind Mr. Friedman through Mr. Ullum and a Captain Sunset. 

Mr. DeWinp. Is that Mr. Clarence U-l-l-u-m / 

Mr. Hueu Finnecan. That is right. Anda Mr. Hugo Sunset, the 
designer. 

Mr. DeWinv. Mr. Hugo Sunset, S-u-n-s-e-t ? 

Mr. Hucu Finnecan. That is right: the designer of the craft. 
They hac no finances, Mr. Ullum Was a very close associate ot My 
Mareo and Mr. Friedman, and they got me interested. 


41550 pt. 1 
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Mr. DeWrnp. Excuse me just a minute, Mr. Finnegan. Can we 
summarize it more rapidly? Was this money advanced to you as an 
investment ? 

Mr. Hueu Fixnnecan. No. We had to pay for the expenses of the 
Hydroplane Corp.—of engineering, or drawing blueprints. 

Mr. DeWinp. Well, was this advance a loan by the Estate Research 
Bureau / 

Mr. Hucn Finneroan. No: they agreed to advance that much money 
to pay the expenses, because they were promised the insurance business 
on the corporation. 

Mr. DeWinp. There was no obligation to repay that amount? 

Mr. Hveu Finneaan. No. 

Mr. DeWinv. Nor any obligation to pay the $1,250 4 

Mr. Huen Finnecan. No. 

Mr. DeWinpv. During 1949, did you and Mr. Daniel Friedman make 
a visit to Mr. Francis Smith, the collector of internal revenue, in 
Philadelphia / 

Mr. Huen Finnecan. Yes, sir: we did. 

Mr. DeWinv. Now, had your brother, Mr. James Finnegan, made 
arrangements with Mr. Smith for you to make that visit ¢ 

Mr. Hues Finnerean. He called up and asked them if they would 
grant me an appointment if [ called them. 

Mr. DeWinp. That is. your brother had called Mr. Smith and 
asked if he would see you if vou called ¢ 

Mr. Hueu Finnecan. That is right. 

Mr. DeWinp. And then did you call Mr. Smith? 

Mr. Hvueu Finnecan. I called Mr. Smith. I had met Mr. Smith 
once, just to be made acquainted with him, by—-I don’t know who it 
was. We were in the New Yorker Hotel. 

Mr. DeWinp. Yes. Let’s come tothat. But you did call Mr. Smit! 
and make an appointment ? 

Mr. Hueu Finnecan. I did. 

Mr. DeWinp. Did you tell Mr. Smith that you and Mr. Friedmar 
were coming to meet him? 

Mr. Hueun Finnecan. No. I didn’t tell him Mr. Friedman was 
1 told him I wanted to come down to see him and wanted an appoint 
iment. 

Mr. DeWinp. Then when you went down to see him, you took Mr 
Friedman with you? 

Mr. Hvueu Finneean. I did. 

Mr. DeWinp. Did you meet W ith Mr. Smith in his office? 

Mr. Hvuau Finneean. Yes, I did. 

Mr. DeWinxp. Now would you please tell me what took place at 
that meeting? 

Mr. Hueu Finnecan. I introduced Mr. Friedman to Mr. Smit! 
and I told Mr. Smith that I was not associated with the Estate Re 
search Co., but Mr. Friedman wanted to talk to him. And Mr. Fried 
man talked to him regarding insurance. 

Mr. DeWinp. Now, do you recall that Mr. Friedman mentioned tly 
Estate Research Bureau to Mr, Smith at that meeting / 

Mr. Ilueu Finnecan. Do I recall? 

Mr. DeWrnp. Yes. 
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Mr. Hvucu Finnecan. He talked insurance. He must have, be 
cause he told him of the company he represented; and I introduced 
him as Mr. Friedman of Estate Research. 

Mr. DeWinp. Well, did Mr. Friedman suggest at that meeting that 
perhaps Mr. Smith would be interested in forming some association 
with Estate Research Bureau ? 

Mr. Hvucu Fixnnecan. I don’t know that. IT mean, you would have 
to ask Mr. Smith that. He directed all his conversation to Mr. Smith. 

Mr. DeWrnp. I asked you whether you recall whether that was a 
subject of conversation. 

Mr. Hveu Finnecan. I do not reeall. 

Mr. DeWinp. Do you have any recollection of what the conversa- 
tion was between Mr. Friedman and Mr. Smith ? 

Mr. Hvueu Finnecan. No. All I could tell you is that it was about 
insurance. That is all I know. 

Mr. DeWinpv. After that first conference in Mr. Smith’s office, did 
you have a second conference there ? 

Mr. Heeu Finnecan. Not in his office. T was in Philadelphia, and 
Mr. Friedman made an appointment to meet me in Philadelphia. He 
knew I was going to be there that day. We asked Mr. Smith to have 
lunch with us. 1 forget the name of the hotel. It was downstairs in 
the basement that we had lunch. 

That was the last time I ever saw Mr. Smith. 

Mr. DeWrnp. How long after the first conference was this second 
meeting ¢ 

Mr. Hueu Finneoan. I would say no longer than a week, 

Mr. DeWrnp. Now, do vou remember a conversation between Mr. 
Friedman and Mr. Smith at that luncheon ? 

Mr. Huen Finnecan. It was about insurance again. 

Mr. DeWmnp. Is that your total recollection / 

Mr. Hvueuw Finnxecan. That is right, sir. 

Mr. De WInp. Do you re all that there was any discussion at that 
luncheon about Mr. Smith forming some kind of association with the 
Estate Research Bureau ? 

Mr. Hueu Finnecan. I don’t recall any conversation like that. 

Mr. DeWinp. Do vou recall Mr. Smith saving at that luncheon thai 

¢ Was not interested in forming any association ¢ 

Mr. Hven Finnrean. I don't recall Mr. Smith’s remarks. Mr. 
Smith was directing all his remarks to Mr. Friedman. 

Mr. DeEWinp. Do vou recall Mr. Smith saving at that meeting that 

e was not interested in any activities of the Estate Research Bureau ? 

Mr. Hvuen Finnecan. No: I donot recall that. 

Mr. DeWinv. Now. did you have any other meeting with Mr. 
Smith? 

Mr. Hueu Fixneaan. No. IT never saw Mr. Smith after that. 

Mr. DeWinp. Didn't you see Mr. Smith after that at the Hotel New 
Yorker ? 

Mr. Hueu Fixwnrean. At the Hotel New Yorker? No: I met him 

e first time at the Hotel New Yorker. 

Mr. DeWinp. Are you sure that that meeting there did not follow 

e other two? 

Mr. Hven Firxnecan. I am positive of that. 
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Mr. DeWinp. On that particular item your recollection is clear and 
distinct ? 

Mr. Hveu Finnecan. I am pretty positive that that was the first 
meeting. Because I think I recall I was waiting for a train, and he 
was with a group of people. 

Mr. DeWinp. Now, this is all the w ay back in 1949, Mr. Finnegan. 
Your recollection is quite clear on all these events / 

Mr. Hueu Finnegan. On certain things you do have good memory. 

Mr. DeWinp. Now, you said a moment ago that you had previously 
met Mr. Smith, but when you wanted to see him in Philadelphia you 
felt it would be wise to have Mr. James P. Finnegan, the collector it 
St. Louis, arrange the visit for you / 

Mr. Hvueu Finnecan. He called and asked him if he would grant 
the courtesy of seeing me. 

Mr. DeWInp. ny “9 gia 

Mr. Huca Finnrean. I did. s 

Mr. DeWinxp. When you Somat’ vour rieyersc to arrange that 
introdu tion, did you te 1] him the purpose of the mit 7 

Mr. Hueu Finnegan. I did not. 

Mr. DeWinp. Of that vou are sure / 

Mr. Hugu Finnegan. Postive. 

Mr. DeWinp. Now, when vou introduced Mr. Friedman to Mr 
Smith, to vour knowledge was that the first time Mr. Friedman had 
ever met Mr. Smith ? 

Mr. Hucu Finnecan. To my knowledge, yes 

Mr. DeWinxp. Do vou remember in 1949, Mr. Finnegan, taking a 
rip with Mr. Friedman to see Collector Denis W. Delaney ? 

Mr. Heueu Finnecan. Yes. Mr. Friedman / 

Mr. DeWinp. Yes: you and Mr. Friedman. 

Mr. Huciu Finnegan. And the first week in April? 

Mr. DeWinv. The first week in April of 1949, vou and Mr. Fried 
man went from New York to Boston ? 

Mr. Hueeu Finnecan. That ts right, sir. 

Mr. DeWinp. How had that been arranged / 

Vir. I] Gil lin NEGAN,. | called Mir. Delay e\ clirect 


Mr. DeWinp. Did you speak with vour brother regarding that 
t! 1? 

Mr. Hueu Finnegan. No: I did not. T met Mr. Delaney in Nev 
York veral vears ago, before that. 


Vii DeW IND. Had you ever mentioned to your brother vour inte 
of ntroducing Mr. Friedman to Mr. Delaney ? 

a ie INNEGAN. I did not. 

Mr. raph aa Isn't it a fact, Mr. Finnegan, that shortly after t] 
trip you } le to Boston, to see MM Del ney, the Estate Researe 
Bureau ] ) d to Mr. Delaney the som of S2Z.500 and to vou and vor 
brother the sum of 82,500? 

Mr. Hucu Finnegan. Paid to me 82.5007 

Mr. DeWinp. I asked, Isn't it a fact that they paid—the, Estat 
Research Bureau paid—to Mr. Delaney, shortly thereafter, the sum 
of $2,500 and to you and your brothe the sum of 82.5007 

Mr. Hueu Fixnecan. I wouldn't know what was ever paid to Mr 
Delaney. 

Mr. DeWinxp. How about the payment to you and vour brother? 








bat 
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Mr. Huen Finnecan. The only payments ever made to me were for 
the Hydroplane Corp., for fees for the Hydroplane Corp. of Wiscon- 
sin. 

Mr. Di Winn. Wasn't it part of the deal that Mr. Delaney should 
receive payments and you and your brother should receive payments 4 

Mr. Hueu Finnrean. There was no deal made. I did not work for 
the Estate Research ( ‘orp. I could not make a deal. I wis only inter- 
estd in the Hydroplane Corp. T made them acquainted; yes. 

Mr. DeWinp. But you did; in fact, did you not thereafter receive 
payments from the Estate Research Bureau / 

Mr. Huan FINNE AN. Fon the Hydroplane Corp.; to me for the 
Hydroplane Corp. 

Mr. DeWinp. Now, did you make another trip with Mr. Friedman ? 
Did you al dl Mr. Friedman make a trip to see Mr. Maxwell Shapiro ¢ 

Mr. Hueu Finnercan. IT went over with Mr. Friedman while he tried 
to sell him some insurance. Mr. Delaney called up for the intro 
duction. 

Mr. DeWinp. Mr. Reporter, will you read the answer, please ? 

(The reportet read the port on referred to. ) 

Mr. DeWinv. Mr. Delaney’ That is, the collector in Boston called 
Mr. Shapiro and introduced you and Mr. Friedman to him ¢ 

Mr. Huen Finnecan. That is right. sir. 

Mr. DeWrtnp. Was that during this same trip that you made to 
boston, the first trip you mentioned, or was that il later trip ¢ 

Mr. Hvuem Finnecan. That was a later trip. 

Mr. Di Winn. Tl at came shortly after vour first tr p to Bostor 4 

Mr. Ween Finxeovwsx. That was the third t p to Boston 

Mr. DeWinp. The third trip to Boston / 

Mr. Hueu Finnrcan. That is right. 

Mr. DeWtnn. ‘| hi first trip to Boston we hy ive ‘a =CLSSeC., 

What was the second trip to Boston ¢ 

Mr. Hueu Finnecan. The second trip, we didn’t 
Mr. Delaney only for Lsecol al. He Wit busy. 

Mr. DeWinp. What did you ado o1 the second ti yp wl 
see Mr. Delaney ¢ 

Mr. Huan Finnvoan. Went back home. 

Mr. DeWixp. What happened? You went all the way to Boston 
with Mr. Friedman nthe hope ot seeing h mand were ul ible to? 

Mr. Huen Finnecan. Well. we saw him and shook hands with him. 
but he was busy. He had a committee, Cardinal Cushing's committee ; 
the Arehbishop Cushing drive 

Mr. Byrnes. Counsel, could we identify when these trips took place ? 

Mr. Hven Finnreax. April of 1949, 

Mr. Byrnes. Were all three trips in the same month? 

Mr. Huen Finnegan. Yes, sir. 

Mr. DeWinp. Now, isn’t it a facet. Mr. Finnegan, that the first pay- 

ent vou received from the Estate Research Bureau was ©1 May 3 
L949 ¢ 


‘ 


n you didn’t 


Mr. Hues Finnercan. I think that was the date. 

Mr. DeWinp. That followed your third trip to Boston, when you 
ind Mr. Friedman saw Mr. Maxwell Shapiro ¢ 

Mr. Hueu Finneean. I was in Boston in April. 

Mr. DeWinp. Then you received your first payment from the Estate 
Research Bureau in May, the beginning of May ¢ 
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Mr. Hueu Finneoan. They gave mea check, if I recall, sometime i: 
May. I don't recall the date. 

Mr. DeWinp. Now, do you know that your brother got a payment 
from the Estate Research Bureau in May 1949? 

Mr. Hue Finnecan. I think there were two checks drawn, one fo: 
me and one for my brother. 

Mr. DeWtnp. The check to you was for $625, I believe. 

Mr. Hucu Finneean. No; I think the first check was $575 they 
gave me. Iam not positive. 

Mr. DeWrnp. I think your recollection is at fault. I think there wa 
a check on May 3 for $625. 

Mr. James P. Finnecan. Mr. Chairman, may I say that he had 
heart attack sometime ago. I want to be sure he is O. K. 

Mr. Hvueu Finnecan. I got one check for $375? Was that in May 
You have the copies. I don’t have them. 

Mr. DeWinp. Mr. Finnegan, while you are right there, about thi 
matter, you have been sworn in this proceeding, and let me ask: Di 
you receive a - on May 2, 1949, from the Estate Researc! 
Burean, of $625 

Mr. JAmes P. Finneean. As far as dates are concerned, I wouldn’ 
be able to tell you. But, as far as amounts are concerned, Mr, Hart 
muaunn possibly can tell you that. 

Mr. DeWinp. You recall getting a payment ? 

Mr. James P. Finnegan. At that time, I recall getting a paymen 
and that was from the Hydroplane Corp., that [ was counsel for. 

Mr. DeWrnp. Thank you, Mr. Finnegan. We will bring that u 
later. 

Mr. James P. Finnecan. All right, we will go into that later. 

Mr. DeWinp. Now, when you and Mr. Friedman made the eall « 
Mr. Maxwell Shapiro after Mr. Delaney had arranged the introdu 
tion, what discussion took place at that meeting ? 

Mr. Hue Frnnecan. Mr. Friedman explained the estate plannit 
the insurance. 

Mr. DeWinp. Now, just how did he explain it ¢ 

Mr. Huen Finnecan. If you can ask me how anyboédy explains i 
surance—L don’t know. I have had it explained twice in my life, 
sell me insurance. 1 couldn't tell you today. 

Mr. DeWinp. Were there any other discussions in that meeting th 
vou did understand ¢ 

Mr. Huen Finnrcan. No. 

Mr. DeWixp. The whole thing was a mystery to you. 

Let me ask you about one thing that I think you would understand 

Wasn't there a discussion at that meeting about vour brother, M 
James P. Finnegan ¢ 

Mr. Ilvueu Finnrean. About what ? 

Mr. DeWinxp. About your brother. 

Mr. Hueu Frxnecan. About my brother? 

Mr. DeWtnp. Yes. Was your brother’s name mentioned ¢ 

Mr. Ilueu Frxnecan. Inwhat way? I don’t remember. 

Mr. DeWrnp. Inany way. 

Mr. Hiueu Finnrean. Not my brother’s name. Not to my know 
edge. I don’t recall anything of my brother’s name being brought w) 

Mr. DeWrxp. Don’t you recall that it was stated at that meeting | 
Mr. Shapiro that your brother was about to become Commissioner 
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Internal Revenue, or would soon become Commissioner of Internal 
Revenue, replacing Mr. George Schoeneman ? 

Mr. Hueu Fixnecan. I wouldn’t make a statement like that, because 
in February of 1949 I recall my brother was trying to resign, at that 
time. 

Mr. DeWrnp. Your brother was trying to resign ? 

Mr. Huecu Fixnnecan. Yes; he told me he was thinking of resigning 
then. 

Mr. DeWinp. Well, wasn’t it said at this meeting that it was ex- 
pected that your brother would become Commissioner of Internal 
Revenue and that that would permit Mr. Maxwell Shapiro’s tax difli- 
culties to be adjusted / 

Mr. Ilven Finnecan. | never made a statement like that, because 
| knew, as I told you, in February of 1949 

Mr. DeWinv. I didn’t ask you that, Mr. Finnegan. 

Mr. Hveu Finnrcan. Well, there were no tax remarks made at all, 
not In my presence. 

Mr. DeWinpv. You will definitely state that such a remark was not 
made in your presence 4 

Mr. Hucu FinnrGan. Yes,sir. 

Mr. DeWinxv. And that you made no such remark ¢ 

Mr. Huan Finnecan. | made no such remarks. 

Mr. DeWinp. Of that you have absolutely no doubt ? 

Mr. Hucu Finnecan. No doubt about that. 

Mr. DeWinp. Now, \ hile you were In Mr. Shapiro’s office, did Mr. 
Shapiro ask you, or Mr. Friedman, or both of you, how you happened 

yknow so much about satTairs / 

Mr. Huai Finxecax. [don’t reeall any remark like that at all. He 
was talking to Mr. Friedinar Mr. Friedman did all the talking. 

Mr. DeWinxp. Well, weren't you doing all the listening, then ¢ 

Mr. HlcGgn Finnecan. I don't reeall the conversation. 

Mr. DeWinxp. Well, do you recall that while you were there Mr. 
Shapire made a call to Mr. Delaney 

Mr. Thi Gil inne \N. Yes. | remember him making il call to Mr. 
Delaney, after Mr. ried vot through talking to him. 

Mr. DeWinp. And after the call, what did Mr. Shapiro say ? 

Mr. Huau Finneoan. What did Mr. Shapiro say—That he would 
weept Mr. Friedman's estate planning ¢ 

Mr. DeWinp. That he accepted his estate planning?! 

Mr. Hucu Finnecan. Yes. 

Mr. DeWinp. Well, didn’t he say, “Mr. Delaney says it is O. K. 
to do business with you” ¢ 

Mr. Hugu Finnecan. I don't reeall the remarks the gentleman 

ide. 

Mr. DeWinp. At that meeting, Mr. Finnegan, did Mr. Shapiro 

vree to pay SLO000 to the estate Research Bureau ¢ 

Mr. Hueu Finnercan. No, not that 1 knew of. 

Mr. DeWinp. Do you know it to be a fact that prior to the pay- 

ents made to you and to your brother in May of 1949 Mr. Shapiro 
lid, in fact, pay $10,000 to the Estate Research Bureau ! 

Mr. Hueu Finnecan. No, I do not. All L knew he paid to Estate 

‘lanning was $5,000, which was to be refunded to him if they did not 
ive him that amount of money. 
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Mr. DeWinp. How were they going to save him that amount of 
money ¢ 

Mr. Hueu Finnecan. They say that they can take your insurance 
policies and reduce your premiums. That is all. 1 don’t know how 
they do it—by retaining the policies. 

Mr. DeWinp. Well, wasn’t in fact the agreement for twice $5,000 ! 

Mr. Huai Finnecan. Not in my presence. 

Mr. Ly WIND. In your presence you did hear a discussion ot 
S5.000 ¢ 

Mr. Hvucu Finneean. That is right. But to be returned if they 
couldn't save him the amount of money. They said that was the way 
they cliid business on a fee basis. Now, lL don't know any more thar 
you do about it. 

Mr. 1) WINp. But the money was to he paid 1th advance / 

Mr. Huai Finnecan. If they saved more money, they were to ge 
more money. 

The way they do business, with any corporation they got busines 
with, they would get a fee first, and if they saved them more money 
they would wet a larger fee. 

Mr. DeWinp. At that conference, didn’t Mr. Shapiro hand Mr 
Friedman a check right then and there / 

Mr. Hucu FINNEGAN. I didn't hear that. 

Mr. DeWinp. Didn't Mr. Shapiro hand Mr. Friedman a check du 
ing that conference / 

Mr. Huecu FINNEGAN. Yes, he did. Not until he called Mr. Delaney 

Mr. DeWrnp. But after receiving some sort of assurance from Mi 
Delaney, he then handed over the check ¢ 

Mr. Hucu Finnecan. That is right. 

Mr. DeWtinp. Mr. Chairman, I think for the record, there should 
be inserted in the record at this pont the statement that I think you 
told me you wished to make. 

Chairman Kine. I did. Mr. Counsel. 

My concern was the possibility of some of the men of the pre 
leaving and not having an opportunity to hear it. 

[ wish to make it clear that anything that has been s iil here today 
tbout Mr. Francis Smith, collector of internal revenue at Philade 


wdicath uv that this committee suspect 


phia, Pa.. is not to be taken is 

or has any evidence to indicate that Collector Smith has conducte 
himself improperly. On the contrary, all that we have heard is th 

Collector Smith conducted himself with great discretion and = pre 
priety. Ile has been invited to testify here ‘Tuesday and will do si 

Mr. DeWinp. Mr. Chairman, in view of the hour, and in view of 
the length of some of the matters that we wish to vo into, it might by 
well to adjourn at this pont if the committee so desires, adjournil 
the hearings until the next time selected by the committee. 

Chairman KING. lf there Is ho objection, then, the committee W 
now adjourn. 

I think that during the hearings we have heard enough to indicat 
that we are dealing with a scheme that was intended to embrace more 
than just a single collector’s office, and that had beoun to spread acros 
the Nation when it was frustrated. This is a most serious matte 
concerning which the committee will wish to learn more. 
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‘| hese hearings W il] therefore he resumed On ‘Tuesday of next week 
at LO a.m. 

In accordance with the rules of procedure adopted by this subeom- 
mittee, Mr. James P. Finnegan will be given an opportunity at these 
hearings to present his version of the matters rel iting to him, concern- 
ine which testimony has been vivel to the ubcommittee by other 
witnesses. ‘ 

Phe subcommittee will now stand adjourned until 10 a. m. Tuesday. 

Whe reupon, ato olte Pp. m., I) day, October 5, 1951, the hearing 


Puesday, October 9. 1951. at 10 a. mn.) 


Vii wliourned 
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TUESDAY, OCTOBER 9, 1951 


House or Represenratives, 
SUBCOMMITTER ON ADMINISTRATION OF THE INTERNAL 
Revenvur Laws or roe Commirrer oN Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present : Representatives King, O’Brien, Kean, and Curtis. 

Present also: Adrian W. DeWind, chief counsel to the subcom- 
mittee; Bruno Schachner, special counsel; Stanley S. Surrey, special 
counsel; Charles S. Lyon, assistant counsel; Donald Schapiro, assist- 
ant counsel; Joseph H. Flom, assistant counsel; and James W. Dowl- 
ing, chief investigator. 

Chairman Kine. The subcommittee will be in order. 

Mr. Francis Smith, will you come forward, please? Raise your 
right hand and be sworn. 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Smirn. I do. 

Chairman Kine. Be seated, Mr. Smith. 


TESTIMONY OF FRANCIS R. SMITH, COLLECTOR OF INTERNAL 
REVENUE FOR THE FIRST DISTRICT OF PENNSYLVANIA, PHILA- 
DELPHIA, PA. 


Chairman Kine. Mr. Smith, identify yourself properly for the 
reporter and the record. 

Mr. Smiru. My name is Francis R. Smith. I reside at 1216 West 
Butler Street, Philadelphia, and I am the collector of internal rev- 
enue for the first district of Pennsylvania. 

Chairman Kine. Mr. Smith, vou resigned from your seat as a 
Member of the House of Representatives; is that true? 

Mr. Smiri. No, sir. I was defeated for reelection in 1945. 

Chairman Kine. You were defeated / 

Mr. Smirn. Yes, sir. 

Chairman Kine. Subsequent to that, Mr. Smith, you then were ap- 
pointed, I believe, as United States marshal ? 

Mr. Smiru. I was elected by the board of judges of the district 
ourt in Philadelphia as United States marshal, unanimously elected 
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Chairman King. And then, subsequent to that, Mr. Smith, vou be 
came the collector of internal revenue for the Pennsylvania district. 
Are there two districts in Pennsylvania ¢ 

Mr. Smitiu. There are three: one in Seranton, one in Pittsburgh, 
and the other in Philadelphia. 

Chairman King. And your office was the Philadelphia office / 

Nir. Suirrut. Yes, sir. I covered 23 counties in the eastern district 
of Pennsvly ubiia. 

Chairman Kine. How long have vou been collector, Mi 

Mr. Sarit. T believe May 1 of 1945, 6 vears 

Chairman King. Six vears ¢ 

Mir. Smirve. Yes, sin 

Chairman Kune. I prestme, Mr. Smith, that you are aware of the 
test mony that has been offered last week \ Mi Ilagh Ie hnnegan i 
which he referred to some conferences that he and il Mr. Dan el Fried 
mar ul with vourself. In view of the fact it was so testified, 
to desertbe or ey 


Smith 


followed that vo should he even mn opportu nit t\ 
iture and the purposes of these meetings with Mr. Finne- 

I) eadman: Ay dl ] feel, Mir. Sm ith. that probably it would 

be as fully as you can your first meeting 
ht about. and at Ipprox 


would dese 
nieh. and how it was broug 

itely what time the wg. es took Darren 
Mr. Sxirin. Well, first of all, Mr. Chairman, IT would like to savy that 
l testifv, and IT want to thank 
committee for this oppor- 


veleon the opportu tv to; mpverser’ sve 


} 


»}" ollector in St. 
interview. and I might 


Mr. Finnegan’s brother 


‘“wsoOn, nor 


ter tha rece from i. gentlema who ident 
Mi Hugh Finnegan, brother of James Finnegan, the 
rT in St. Louis. Mr. Hugh Finnegan iske | me if | would 
I said that I would, and an appointment was arranged 
P leacle Iph a. The exact date ol that ippormtment I clo 
[ «lo not reeall. 
enme To Mm, oth ®. fl a he had 
l never met, and Mr. Hugh Finnegan introduc 
a Mr. Friedm in. 
ced the Estates Research ] 
hure outhn no the work that t 


i t 


nother 


} 
t 
1 
} 


was doing 

I told him that I would look at the brochure ind would 

th him later. 

hey left. and tl isa brief summation of the first visit. 

some time nape and | don’t reeall but I do not believe an ippoms! 
ment was made, and Ith ink that Mr. Hugh Finnegan and Mr. Fried 
mal stopped nm my office, and t] eV did not have an appointment, al- 
though L agreed to see them, and if L reeall correctly I believe that dav 
ve had hun Nn. SO that I could keep the appointments | had in the 


afternoon. 
We went directly across the street from the Federal Building at 
Ninth and Market to the Ben Franklin Hotel. and we had lunch in 


he Ben Franklin. and I told them at that time I was not interested 
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the work being done by the Estates Research Bureau. And 1 might 
say that Mr. Friedman did practically all of the talking. 

Some time later, I believe, Mr. Hugh Finnegan called me and asked 
me if I would see them. I told them that on that particular day that 
I would not be in Philadelphia; that I was going to New York. And 
I told him we had planned having dinner in the New Yorker Hotel, 
and I believe that is the only time in my life I have ever been in the 
New Yorker Hotel, so that I can earmark that particular time. 

Mr. Friedman and Mr. Finnegan came tothe New Yorker and spoke 
to me, and I think I met them in the lobby or the foyer, and I don’t 
think the meeting lasted more than a minute, and I told them that I 
was in no way interested in the Estates Research Bureau. and that 
ended the meetings. 

I have never met Mr. Finnegan, Mr. Hugh Finnegan. or Mr. Fried- 
man, from that day until today. They never spoke to me again about 
it. That matter just dropped there. 

I might say, however, in all fairness, that the only part that the 
former collector, Mr. Finnegan, in St. Louis, plaved in what I have 
said, is that he asked me lo extend to his brothe: the Co irtes\ ot ati 
interview, and I felt that it was fair that 1 do so, and it was a courtesy 
that l should extend toa fellow colle tor. 

I did meet his brother; and, as I say, his brother introduced me to 
Friedman; and Friedman did practically all of the talking; and I 
wasn't interested in the work being done by the Estates Researe] 
Bureau and certainly was in no position to buy more insurance, or I 
had no estate that needed planning. And I might say I thanked 
them for the compliment, but I had no estate that needed pl wining 
any law Pal hool student could plan ri estate, al d l didn’ eed 
help. 

That is the extent of the interest or conversations 
anyone connected with the Estates Research Bureau 

Incidentally, one other item, I think, I should point out. | r 
asked Collector Finnegan, Hugh Finnegan. or Mr. Friedman the 
scope of nature of their association with estates Res irch They 
never volunteered their status w ith the estates Rese ich 
asked, and I didn’t ask for the very simple reason th 
interested. 

| will be pleased to answer anv questions that the 
ommittee would like to ask me. 

Mr. Kran. What was in the brochure ? 

Mr. Sirn. As I say, Congressman, I did not read the brochure 
irefully, and | did elanee through t. and the bro hure, ] belie, 
outlined the manner in which they would plan an estate for a pei 
son, be it an individual or a corporate entity. And I believe it con 
tained some excerpts or some testimonials from former clients that 
they had, and outside of that I couldn't give you any more definition 

if what it did contain. , , 

Mr. Kean. Was it on the subject of insurance largely ¢ 

Mr. Surru. T would sav “Yes.” IT did not read it. Mr. ¢ 

an, Very carefully, and I just glanced through it. 

Mr. Kran. You say Mr. Friedman did all of the talking? 

Mr. Smiru. That is right. 

“Mr. Ky AN, What was he trving to sell you 4 


. 
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Mr. Smiru. Well, he had me a little confused, and I didn’t know 
whether he was endeavoring to sell me insurance or whether he was 
anxious that I-in any way become associated with the Estates Research, 
or whether he desired a testimonial from me, if they once did plan an 
estate that they thought existed, and I didn’t know exactly what he 
wanted. And, very frankly, I was not interested enough to pin- 
point the purpose of his visit, and I just wasn’t interested in any of 
those things. 

Mr. Kean. He did not say anything about you as collector refer- 
ring to any estates or make any suggestions of that fact ? 

Mr. Smrru. No; he did not say anything like that at all; no. He 
did quite a lot of talking, and I just couldn’t say exactly the nature 
or the purpose of his visit; and, quite frankly, I again repeat, I just 
wasn’t interested. 

Mr. Curtis. How did Mr. James Finnegan, of St. Louis, contact 
you: do you recall? 

Mr. Smiru. I believe, Congressman, he called me on the telephone. 

Mr. Curtis. Now, about what year was this? 

Mr. Smiru. Well, I would estimate—and I am talking purely from 
memory—I would say it would be in the later part of 1948 or the 
early part of the year 1949. 

Mr. Curtis. And, inasmuch as you were not interested in their 
proposition either as a personal service to you or in any business con- 
nection that you might participate in, you, in your conference, gave 
them no encouragement that you might be interested; is that right? 

Mr. Savvriu. That is perfectly correct. 

Mr. Curris. And, as a result of that, they never came to the point, 
so to speak, and told you exactly what they did want ? 

Mr. Surru. I would say that would be correct. 

Mr. Curtis. You said that they did considerable talking? 

Mr. Smirn. I say they, and I repeat again, Mr. Friedman. 

Mr. Curris. Mr. Friedman, yes. And was the conference of the 
type that at the time, you were in some doubt as to just what they 
were driving at, so far as you were concerned ? 

Mr. Smrru. Well, I told you that I wasn’t sure whether or not 
they wanted me to become associated with the bureau, the Estates 
Research organization: whether they wanted to plan an estate that 
they thought existed, and then sell me some insurance: and possibly, 
finally, get a testimonial. And I didn’t know what they wanted. | 
would say Mr. Friedman did not at any time in his conversation pin 
point exactly the nature of his visit, and he did talk, of course, about 
selling insurance to me. 

Mr. Curtis. From your casual examination of the brochure with 
the general subject of estate planning, it would be evident to most 
anyone that the tax angle is an important angle in any such work, is 
that right ? 

Mr. Sarriu. That would be obviously correct, yes, sir. 

Mr. Curris. And did they at any time intimate that you had access 
to tax files and knew a lot of taxpayers? 

Mr. Smirn. No, sir, they did not ; no, sir. 

Mr. Curris. They never really told you exactly what they did 
want ? 

Mr. Smirn. No; I would say that they never did tell me exactly 
what they did want. The meetings did not last long, and I told 
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them; I told Mr. Friedman in the course of the second meeting, and 
the only thing I agreed to do—let me go back to the first meeting 
again. The only thing I agreed to do at the first meeting was to 
read the brochure, and I never did actually read it, and I glanced 
through it. And they stopped in my office at a later ‘date, and while 
Mr. Finnegan was talking, I told him that I wasn’t interested in dis- 
cussing it any further. And I believe that was the day we went to 
lunch, and J told him I was not interested or concerned with the 
activities of the Estates Research Bureau. 

Mr. Curris. And with your emphatic statement that you were not 
interested, they did not proceed further to disclose what they wanted 
of you? 

Mr. Smiru. No. They disclosed nothing further except having 
met me in the New Yorker Hotel at a later date, at which time I again 
sald that “I am not interested.” and I don’t believe that meeting lasted 
more than a minute. 

Mr. Curtis. That is all, Mr. Chairman. 

Chairman King. Mr. Smith, you state Mr. Friedman did the talk 
ing. 

Mr. Smiru. Yes, he did. 

Chairman Kine. Mr. Hugh Finnegan just had little or nothing to 
sav‘ 

Mr. SMITH. He introduced me to Mr. Friedman. 

Chairman King. Did you get the impression at any time, Mr. Smith, 
that Mr. Friedman was perhaps reluctant to state his true purpose 
or actual purpose in Visiting you, due to the fact, perhaps, that you 
were not receptive or not interested in whatever they had to suggest Y 

Mr. Smiru. Well, Mr. Chairman, I would say that perhaps my atti- 
tude was not encouraging, and he let it drop at that. and it just ended 
the meeting, and that was all there was to it. It may be, and I don't 
know: I do net know that much about the Estates Research Bureau, 
ind it may be that Mr. Friedmanwould have said other things to me 
f I had encouraged him. But I just wasn’t interested. And that 
estimony is not worth much, because he just didn’t say it, and I did 
hot ask, and | Wash t intere ted im hearing him say it. 

Chairman Kine. I have been told that vou are a man of few 
words. 

Mr. Smitu. I have used a lot of words this morning. Mr. Chairman. 

Chairman King. Then if their intention was, or Mr. Friedman’s 
intention was to be introduced by you to local citizens, or whatever his 
purpose may have been, it is your impression that he was discouraged 
because of your disinterested attitude with respect to whatever they 
may have had in the way of a proposition ? 

Mr. Smirn. I would say—and I am trying to be as fair as I can to 
all persons involved—and I would say that although it is possible 
that that may have been in Mr. Friedman’s mind, he never expressed 
t to me, and that may have been brought about by the fact that I 
showed a complete lack of interest in the program he was discussing. 

Chairman King. And vour final meeting at the New Yorker Hotel, 
vou state it lasted perhaps for not more than a minute? 

Mr. Sorru. Thirty seconds to a minute, at most. 

Chairman Krne. I would take it, then, that you just shut it off 
sharp at that point, and you were through / 
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Mr. Sairnu. I had friends with me that evening, and I just said, 
“T am not interested,” and they left. 

I would like to make one—lI can’t too strongly stress one thing— 
that the former collector, the only role that Collector Finnegan played 
was to ask me to extend to his brother the courtesy of an interview ; 
and that I did. And Mr. Finnegan, the collector in St. Louis, never 
discussed with me, before or after any of the meetings, the nature of 
his brother's visit, and he never sought to influence my judgment one 
bit. 

Chairman Kine. And when vou had accepted the appointment for 
Mr. Hugh Finnegan, you had no knowledge that he was to be 
accompanied by anyone else / ; 

Mr. Sorry. No: I did not. And as a matter of fact. it is only 
recently that I discovered the status of Mr. Friedman with the 
Estates Research Bureau, and I did not know then that he was one 
of the partners, or W ho were the partners, and I just was not interested, 

Chairman King. Very well, Mr. Smith. 

Are there any further questions ¢ 

You may step down. Thank you very much, Mr. Smith, for giving 
the subcommittee the bene fit of yout nformation. 

Mr. Surry. And I appreciated the opportunity. Thank you, 
ventlemen. 

Mr. Kean. I just want to say that I think Mr. Smith was very wise 
in the way he handled things, and he certainly represented the bureau 
and the collectorship ina very intelligent and forthright manner. 

Mr. Smiru. [appreciate that. Mr. Congressman. 

Chairman KING. Mr. James Or nevalh. Will vou please come for 
ward, Mr. Finnegan / 


TESTIMONY OF JAMES P. FINNEGAN, FORMERLY THE COLLECTOR 
OF INTERNAL REVENUE AT ST. LOUIS, MO.—Resumed 


Chairman Kine. You have been previously sworn, Mr. Finnegan ¢ 
Mr. Finneoan. That is right. . 

Chairman Kine. You perhaps would 
to the right there, 

Mr. Finnegan. All right, thank vou. 

Chairman Kine. Mr. Finnegan. for the information of the subeon 
mittee, would you be good enough to describe your activities, business- 
wise, and your law practice, prior to the time that you were appointed 

ollector in St. Louis. just bi lefly ¢ 

Mr. Finnecan. My type of business, you mean / 

Chairman Kine. Your experience and your law practice and busi- 
ness acts ities prior to the time vou became the collector in St Louis 

Mr. Finnecan. You want me to start from the time I oeradnated 
from law school 7 

Chairman Kine. That might be all right. 

Mr. FINNEGAN. Well. I eraduated mn June of 19vr2. and continued in 
my practice, with an associate by the name of Eugene McMahon; and 
I then was appointed, I will say in 1932 or 1933, thereabouts, I was 
appointed police judge. And then I was elected prosecuting attorney 
for S vears in the eity of St. Louis. And Tran asa delegate at large 
ta the Cor stitutional Convention of Missouri, and | wis elected, and 
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I went to the convention. And then I was appointed collector of 
internal revenue in 1944, as I have testitied here before. 

Chairman Kine. That is, the experience you have described would 
have covered, say 15 years, approximately 4 

Mr. FinneGan. Well. from 1922 up to 1951, T have been practicing 
law pretty close to twentyv-some odd vears, 

Chairman Kine. Did you have business associations other than vour 
law practice, during that period, Mr. Finnegan. that vou were en 
gaged in that / 

Mr. FINNEGAN. You mean with business operation itself ? 

Chairman Kine. Yes. 

Mr. FInnrcan. Mostly it was with real estate operations, Mr. Chair 
mah. 

Chairman King. Mostly real estate / 

Mr. FInnNrGan. Yes, sir. 

May I just speak to the echairma . Oo Mir. DeW na. iuist 


before | eontinue testiivinne 7 


(Mr. Finnegan conferred with the subcommittee at t] 
mittee bench.) 

Chairman Kine. Mr. Finnegan, when did vou decide. or when was 
your mterest stimulated in being collector of internal revenue in St. 
Louis? What broneht that about / 

Mr. F'innecan. Well, I am trying to think of dates. Mr. Chairman. 
ind it was 1944, and NI Ro ert Hay negvan was then ¢ ommissionel 
of Internal Revenue, and he discussed the matt vith me. ae 
ifter some discussion | 
tual operation of n v law | mS, ecae 

Ly ee RTIs. Man laska quest on there ¢ 

When did vou leave the prosecutor's office ¢ 

Mr. Finnrean. Let me think of the dates. 

Mr. Curtis. Just 

Mr. FInneGan. 

Mr. Curtis. You 

Mr. FInNpeGaAn. 

Mir. Curis. As 
ral practice of law 

Mr. Finnecan. 7] 

torney = office, as lon: 

lat Was mv understana ; 

Mir. Curtis. Attorney of record 

Mir. Finneoan. That is right 

Mr. Curtis. Whether or 
oit did not make any difference: 

: attorney of record in at V matter: 

Mr. Finnegan. Just as a matter of public policy, you wouldn’t 
ppear as attorney of res i! would sav that that would be the 

derstanding. 

Mr. Curris. And 


r@ 


Mh le innre LN ( ounsel wis right. al LIVIsSOry Capa tv. 
Mr. Curtis. Now, what was the salarv of the prosecutor / 
Mr. Finnegan. At th Was appointed. TE think 


600, or someth he 


~ 
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Mr. Curris. And then you were out of the prosecutor's office, prac- 
ticing law, for about 2 years before you became collector ? 

Mr. Fixnecan. That is correct, and I would say yes. 

Mr. Curtis. And during that time, did you practice within a firm ¢ 

Mr. Finneoan. Yes, sir. 

Mr. Curris. What was the name of that firm ? 

Mr. Finnecan. At that time, it was Mr. Eagleton and Mr. Waechter 
and other attorne VS, and I was not a partner, a direct partner. 1 was 
an associate in the law firm. 

Mr. Curtis. Where were your offices? 

Mr. Finnroan. We were at Grandel Square, 3746 Grandel Square, 
in St. Louis. 

Mr. Curris. And it was that law practice that you referred to in one 
of the days previous, that you had an understanding that you could 
continue when you became collector ? 

Mr. Finnecan. That is correct. 

Mr. Curris. That is all, Mr. Chairman. 

Chairman Kine. What was the extent of your law practice, Mr. 
Finnegan, at the time vou accepted the appointment as collector ¢ 

Mr. Finnroan. Mr. Chairman, may I ask, you mean the financial 
nature ? 

Chairman King. The nature of your practice. 

Mr. Finnecan. Civil damage suits and probate matters, real-estate 
matters, and things of that type. 

Chairman King. You were a successful practicing attorney at the 
Ime ¢ 
Mir. Finxeean. Well, I felt that IT was making more than I was 
yong to get Trom the collector's job, and that is the reason I ques 

oned the fact of the auppomtme nt coming up. 

Chairman Kine. Do you wish to proceed, Mr. Counsel 4 

Mr. DeWinp. Mr. Finnegan, can you tell the committee, please, 
vhat it wos that appe aled to vou about the collector’ s job? 

Mr. Fixnxreanx. Well, I had been in politics a long time, and th 
mere fact that it possibly was carrying with it some honorary honors 
that L was w illing to accept the position. 

Mr. DeWinp. Well, did vou undertake active steps to seek the pos 


, 


Tionh 
Mr. Finneean. I would say that my action in getting the positio: 
[ made no movement toward requesting the position. That is what 


you are asking: is that right ? 

Mr. DeWinp. What I am asking is, How did anybody know yo 
wanted to become collector 7 

Mr. Finnecan. Well, Mr. Hannegan and I were very close, and w: 
ittended St. Louis University together, and we played footba 
together, and the natural tendency on his part, I presume, was to sug 
vest to me that I become collector. 

Chairman Kine. Will vou speak up a little louder, Mr. Finnegan 

Mr. Finneean. Excuse me. 

Mr. DeWinp. I think. Mr. ha sg if you would draw the micro 
phones closer to you it would be better. : 

Well, now, at this time. or let me understand. did you then take 
up with Mr. Hannegan that vou would like to become collector whe 
the vacancy occurre “ld? 
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Mr. Frnnecan. No. I would say that Mr. Hannegan and I had 
talked about it when he was made Commissioner, and he said, x would 
like for you, if you want to be collector, to take the position,” because 
we had discussed other political appointments and elections. 

Mr. DeWrnv. What did you tell him? 

Mr. Frnnecan. I told him that—I said if he thought that I should 
take the collector’ Ss position I woul | be clad to do it. hecause he was 
Commissioner at that time. 

Mr. DeWrnv. Well, did he think you ought to take it 

Mr. Finnecan. Well, I said that he made the suggestion, and I said 
yes, and I said, “All right, I will go along with you.” 

Mr. DeWinv. Now, I assume in going along with the job, it seemed 
to you to be a good one? 

Mr. FINNEGAN. Well, I would say that the collector’s position in any 
community is one that a lot of folks would like to have, and it h: id 
been suggested, without making too much solicitation for it, that I 
should accept it. 

Mr. DeWinp. Well, now, just why do you think a lot of folks would 
like to have that job? 

Mr. FinneGan. Well, it is the only Presidential appointment that 
is left, practically, to the Senate and the Congress, and I presume a 
lot of folks just feel like they would like to have a national position. 

Mr. DeWinp. At that time you were engaged in an active law prac 
tice, as I understand it. 

Mr. Finnecan. That is correct. 

Mr. DeWinp. How did you think vou were going to combine the 
duties of the collector’s job with maintaining vour law practice ¢ 

Mr. Finnecan. Well. I had a discussion with the supervisor at the 
time I was sworn in—I said I had a discussion with the supervisor at 
the time I was sworn into office. . 

Mr. Dy WIND. Did that discussion bear upon how vou were goins 
do the two jobs ¢ . 

Mr. Finnecan. That is right. 

Mr. DeWinp. Would you tell the committee about that / 

Mr. FINNEGAN. He told me at that time that he said, “Now. vou 
can give this position as much time as vou like or as little time as you 
want.” 

Mr. Di Winp. Who was that Supers isor who told vou th it 

Mr. FINNEGAN. Walter C. Sehmer. He is now out of the service 
ind he is in Los Angeles, Calif. 

Mr. DeWinv. How do you spell that name / 

Mr. Finneoan. I think it is S-e-h-m-e-r. 

Mr. DeWinp. Mr. Sehmer said to vou, “You car vive this job “AS 
little time as you like”? 

Mr. Finnpoan. In the presence of a district judge who swore me in. 
. Mr. DeWinp. This conversation occurred just as vou were about to 
be sworn in ¢ 

Mr. FInneGan. Yes; just at that time, and we were talking. and we 

ad discussed it and talked of it before, but he again brought up the 

iatter in the presence of some of the office men. 

Mr. DeWinv. Tell us, tell the committe, if vou would, all about 
these discussions that you had with Mr. Sehmer 

Mr. Finnrean. Well, I mean that is the vist of the conversation 
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Mr. DeWinxp. Well, vou referred to the conversation which took 
place just before you were sworn in, and that is after your nomination 
had been sent up to the Senate and had been approved, and you were 
now to be sworn in. 

Mr. Finneean. Yes, sir. 

Mr. DeWinp. That surely was not the first time the question came 
ups 

Mr. Finnecan. It wouldn't be the first time I had discussed it with 
Mr. Selmer, anal we hac cliscussed it before. 

Mr. DeWinp. Now, what were those earlier discussions, and could 
you tell the committee ? 

Mr. FInnecan. Well, it is the same as I have told you right now, 
and I will tell you again, that the gist of the conversation was that I 
was not too interested in the position on account of the salary at that 
time, 

Mr. DeWinp. What was the salary ‘ 

Mr. I INNEGAN, Around S7.500 o1 S7.600, And then there has been 
i vraduation and eravitation up to the point of $10,000 at the present 
time 

Mi Di WiuIND. Now. what Wits the income vou were deriving from 
vour law practice at that time? 

Mr. Finneoan. About that time é 

Mr. DeWinp. Yes. 

ir. Finneean. Well, Twas making a salary. 

Mr. DeWinp. I think that this must have 
of 1943 1s that rig 

Mir. Finnrean. Yes, sir. 

Mr. DeEWinp. Now—— 

Mir. Finnegan. It was 

Mr. DeWinp. April? 


Mr. Finnre,x. Or sometime p at time. a little bit. I would 


/ 


hit. these eonversations 


“it\V ody neome at that ie 1 ! ’ nela@hborhood ot 
S17.000 or S18.000 

Mr. DeWinp. Had that been vour incon LO41 or 1949 or 1943. 
Ipproximately ¢ 

Mr. Finnecan. T couldn't tell vou that. Mr. DeWind. I would 
ive to go back and look at the records, and that = going back pretty 
Woon that 

Mr. DeWinxpo. You have no general recollection of about what leve 


/ 


cole Vo were vetting from youl law practice! 


Mir. Finnecan. No. I couldn't tell vou that. [T would have to chee] 

hose records 

Vir. DeWinp. Clan vou Say defin tely it wis considerably more 

han vour collector’s salary / , 

Mr. Finnegan. L would say, 1 would say it was in excess; and how 
brat hain eXCeSS, | don't know. 

Mr. DeWinpb. Did T understand you to say that the reason why this 
job appealed to you was that it would permit you to devote as littl 
time as vou liked: was that right ? 

Mr. Finnecan. That is not right. Let us get it straight. Let us 
get it straight on that record there. I was interested in the positior 
because Mr. Hannegan had asked me, and there was a question of 
personnel involved in the matter, which you Congressmen know some 
thing about, and [ was interested in the personnel because Mr. Hanne 
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gan said, “This is a position you possibly could assist me in our 
program. 

Mr. Ii WIND. How were vou Pvolng to assist in the program ¢ 

Mr. FINNEGAN, Well. I mean, if you are getting jobs for folks, and 
you like to do it. as a tInatter of your ownh, if you really appreciate the 
fact that you like to assist people, I think any job like that is very 
attractive to your mind: and, if you dont like to help people, then 
this type of job wouldn’t appeal to you. 

Mr. DeWLnp. How does it ( ollector help people, Mr. Finnegan ? 

Mr. Finnxecan. You help folks by getting them positions, and 
obtaining il job here and a job there: and at that time there was a 
shortage of manpower, I would say, right during the war and after 
the war, and naturally it was easy enough to get some person P| job. 
And so I was very much interested in that, and I have been interested 
n that all of my life, and E will possibly continue to do that until there 
isn’t any more of my life left. 

Mr, DeEWiNb. Well, then, is the committee to understand that your 
pril cipal interest in becoming collector was to get jobs for people ¢ 

Mr. Finnecan. No: I wouldn't say that. and I said that that was 

part of the interest that IT had im it. and it was on the personnel side 
of it, because I knew I could work with folks on person nel. 

Mr. De WInp. Now. were these jobs that you were @ ne to get 
people, jobs in the eollector’s office 2 

Mr. FINNEGAN. They night be, and there ils 
outside, In the eity or inthe State. in the State win 

Mr. DEWIND. Now, if the time you became « Olle 


1) : 
tuntion in the cotlect« - we regarding t 


Were they covered hy ( / 
Nii FINNEGAN Yes: the were covered | 


wis at that [hme a move t ease the amou 


e amount of worl 
service Was Increasi 
Mr. DeWinn. W] 
ctor. in addition 
Mir. Finnecan. Ti 
Mr. DeWtnp. Wer 


, 


Hector 
Mr. Finnecan. W 

re to be as administi 

Mr. DeWinp. What do vou 

Mr. FiInneroan. T! it vo 

on of vour office 

Mr. DeEWixv. What are those duties of the collector 
rdiministers 7 

Mr. Finnegan. Usually vou have an assistant eollector. and vou 
ive a chief office ( eput . ana Vo have i ¢ hief of the field. \\ ho nre 
ialified and who take an eXnmination under S vil service, a a who 
re presumed to be Ol should be qualified In t| err ope ition. a) cd the 
sector is only in administrator to see the office continues n its 
peration. 

Mr. DeEWinv. What are the responsibilities of the collector. then? 
Mr. FINNEGAN, The duties of n eollector. ius I W? derstand t] em, the 
ities of any collector. are the mere fact that he just meets anc sees 
il his office continues fo operate nthe same form. 
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Mr. DeWrnpv. How does he see to that ? 

Mr. Finnecan. By just checking with the chiefs of his different 
departments. 

Mr. DeWinp. Well, now, do you have to know what the duties of 
the chiefs of the various departments are, in order to handle the 
job? 
Mr. Finneean. I would say no; I would say that you possibly 
wouldn’t, and I would say that all you would know was that they 
were appointed to that position because they were presumed to know 
their own operation in the service. 

Mr. DeWinp. Well, now, would you tell the committee this: How 
does the collector know whether they are carrying out their duties 
properly ? 

Mr. Finnecan. Well, by the mere performance of your office, after 
the supervisors check your oflice and they find out that your office is 
operating in real form; that you are satisfied that your different de- 
partment heads are carrying on their work in a satisfactory manner. 

Mr. DeWixp. Are you saying to this committee that the job of 
the collector is to wait until the supervisor tells him that everything 
is going along all right? 

Mr. Finnecan. I didn’t say that. 

Mr. DeWrnp. I thought that that is about what you said. 

Mr. Friyneean. And I didn’t say that at all, and what I wanted 
to bring home was the fact that all of the colleetors—he is an admin- 
istrator, and he knows his office is in good shape because, after each 
6 months’ investigation or examination by the supervisors, he knows 
just how his office is operating. 

Mr. DeWrnp. What does he know about it before the supervisors 
tell him? 

Mr. Frnnecan. I would say that most collectors wouldn’t know 
too much about the operation of their office until after the first. 

Mr. DeWinp. Could the office just run along without the collector ? 

Mr. Frnnecan. I would say no, because that would be removing a 
position. 

Mr. DeWrnv. And that would be a very sad result, but just what 
does the collector do? 

Mr. Finnecan. The collector, as I told you, is an administrator. 
and he diseusses with the chiefs of the different departments as to 
the performance of their services, and to be sure that he keeps up 
the morale of an office by having the employees satisfied with thei: 
superiors, 

Mr. DeWinp. The collector’s job is a sort of public-relations job 
with the subordinate employees; is that right ? 

Mr. Frinnecan. I would say yes, and I would say that that would 
be a fair description. 

Mr. DeWrnp. Did you find that that occupied a good deal of you 
time, keeping the subordinate employees satisfied with their superiors / 

Mr. Finnecan. I think the best example of that is to call in my 
supervisors and go back to the investigation by the Taber committee. 
and find out where my office stood in the records. 

Mr. DeWtnp. Well, you have twice referred, now, to the relianc: 
on the supervisor, and could the supervisor run the office ? 
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Mr. Finnecan. No; I don’t think you are getting that over. I 
mean the supervisor does not run the office, and they just make the 
examinations, 

Mr. DeWinp. Well, I am trying to find out what the collector does, 
and so far you have told the committee that the supervisor tells the 
collector how things are getting along. 

Mr. Finnecan. He does it after the examination, because the writ- 
ten report is made and turned in to the Internal Revenue Bureau, and 
then that information can be obtained from the internal-revenue serv- 
ice here as to whether or not an office is operating or being run in 
the right and satisfactory manner. 

Mr. DeWinp. It has been run by whom? 

Mr. FinneGan. By the collector and by his subordinates. 

Mr. DeWinp. Now, what, as a collector, did you do to run your 
office ¢ 

Mr. Finnecan. Well, 1 am trying to give vou a full description, and 
that would be a difficult task. 

Mr. DeWinpv. Well. you have been a collector for a good many years, 
and couldn’t you outline what your principal activities were? 

Mr. Frnnecan. My principal activities were to meet anybody that 
wanted to come into my office, including employees on complaints, 
and to also discuss with the heads of the different departments as to 
what was going on in their specific departments, and whether or 
not they had any real difficulties at that time. 

Mr. DeWrnp. Well, now, in order to discuss that, would you not 
have to know what the work of those various departments was ? 

Mr. Finnecan. No; I would say—and I want to make it very plain 
here to you gentlemen that I am not a tax expert, and I never held 
myself out to be one—and I would say, of the 64 collectors in the 
United States, if you can find 15 that are tax experts, or something, I 
would be surprised. 

Mr. DeWrnp. Well, now, if you were not a tax expert, you say, 
and you doubt that many collectors are, were you an administrative 
expert ? 

Mr. Finneean. I don’t get you. Let me have that again. 

Mr. DeWinp. Had you had a prior experience in any executive, 
idministrative jobs? 

Mr. Finnecan. No, but I feel like I am qualified to handle any 
idministrative position that I might be appointed to. 

Mr. DeWinp. Now, what are the administrative duties of the col- 
lector that you found you could handle? 

Mr. Finnecan. Well, it is, as I told you before, by keeping a service 
operating and keeping them together; and, as you suggested before, 
t was possibly a public-relations position. And, if that is what the 
ollectors were called upon to do, I performed that service in a satis- 
factory manner. 

Mr. DeWinp. I didn’t suggest that, and I asked you- 

Mr. Finnecan. You asked me, and I agreed with you. 

Mr. DeWinp. That is, that a very important part of the collector's 

ork is to keep the subordinate employees happy, and that was the 
onnection that was referred to. 
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Mr. Finnecan. And keep it in motion, and to keep the service 1 
motion. 

Mr. DeWtxp. Now, how many hours a day did you find it was 
necessary to devote to this work ¢ 

Mr. Finnrcan. Well, I would say that I gave as much as 5 or 4 
hours a day in the service, or better, and sometimes more. 

Mr. DeWunp. Or was it sometimes less ¢ 

Mr. FinnrGan. Sometimes less. 

Mr. DeW inp. Now, earlier you referred to your conversation with 
Mr. Sehmer about the freedom that a collector has in the question of 
devoting time to his job, and you indicated that that was of interest 
to vou because of vour law practice. Is that correct / 

Mr. Finnecan. 1 don’t know whether or not—you are the one wh 
used the word “freedom,” and I don’t think that I referred t 
“freedom.” 

Mr. DeWInNp. Suppose you tell the conunittee in your own words. 
then / 

Mr. Finnecan. I think that I have clarified that part of the issue 

Mr. DeWinv. Well, you referred to the fact that Mr. Sehmer as 
sured you that this was a job where vou could spend as much er as litth 
time as you wanted to on it, and What was your interest in that / 

Mr. Finnrean. As Lexplained to you before, I was making an exces: 
of the salary that was coming from the collector's office; and you want 
me to continue from there? 

Mr. Di WIND. Yes: vo ahead. 

Mr. Finnecan. Well, the continuation is this: that T had that un 
derstanding — 

Mr. DeWinp. Well, did you feel entirely free, when vou went 
to spend as little time as you wished to? 

Mr. Finnecan. The answer, as | told you before, is as long as I felt 
t hast iy office was being operated In a satisfactory manner, and th 
li tel neal Reve lie Bureau Wis satisti a W ith the col cluct anal the Opel 
ition of the ofhi e, ] was vivihe it si ficient time: and I th k that that 
1\ best statement on that. 

Mr. DeWixp. You see, what Iam trving to bring out— 
Mr. Finneean. LT understand what vou are trving to bring ont. 
Mr. DeWinp. Lam trving to bring out to the committee, Mr. Finns 
n. t ! tire of the dut t- that vou Wl dertook is 2 collector. i! 
ind how it cor tributed to the rum ne of the othee 
All right, let us clarify the issue, then. 
inderstood that | was to be admit trator: that | 
Was hot a tax ¢ Xpert, ana that | Wits hot appointed by the fact that | 
knew mnvthing about tates, And | think, its | said hefore, if Ad 
vo thronel the 64 collectors of the country, l clon’t know whether ‘ 


’ 


not how many of them are really qualified tax experts. 

Chairman King. Mr. Finnegan, it ts true, then, according to you 
Test mony, that one of the prime considerations involved with whet he 
or not you would accept the collectorship was the fact that you had 
heen assured that the duties of the collector would not im any wi 
interfere with your continuing a law practice ¢ 

Mr. Finneean. That is right. 

Chairman Kine. And. in fact, the prestige of the position of co! 
lector would perh ips add to your law pl ictice / 
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Mr. Finnecan. Mr. Chairman, you are correct: very definitely 
correct. 

Mr. Curtis. May I ask a question there? 

You, on two or three occasions, have said that you were assured that 

would be all right for you to continue in your law practice. 

Mr. Finnecan. Yes. sir. Mr. Curtis. 

Mr. Curtis. Were there any individuals, supervisors or Commis- 
sioner Hannegan, who advised you of any type of law practice that 
it would not be appropriate for you to engage in while you were 
collector ¢ 

Mr. Finnecan. There was no discussion along those lines, but I 
think that 1 can answer that I knew that I was not to be permitted 
to handle any tax matters. 

Mr. Curtis. Did they ever give vou permission to act as counsel for 
individuals who had tax matters in controversy or tax matters or tax 
delinquencies ¢ 

Mr. Finnecanx. There was never any discussion along t 
but I can tell you that it would be my understanding that the per- 
mission Was hol eranted, 

Mr. Curris. During the time that you were collector, did you have 
law business for people other than someone who was in tax difliculties 


} 


hose lines, 


or was delinquent in their payments ¢ 

Mr. Finnecan. Let me clarify that. If I understand yvour ques 
tion—and will you read the question again ¢ 

(The question was read by the reporter. ) 

Mr. Finnecan. | think that that question is one that should be 
answered this way: Saving that 1 had a lot of other clients whom I 
represented, and I wouldn't say that I represented individuals by the 
fact or the mere fact of tax ditheulties. If T was familiar with their 
tax difficulties, that wouldn't disturb my situation, as far as it was 
concerned, if 1 had represented them prior to this representation. 

I can understand what vou are trying to get over, T think—that the 
only people that I ever represented had tax difficulties. And is that 
correct; is that what vour question is? 

Mr. Curris. I am asking you that; ves, sir. 

Mr. Finnrean. Well, I sav “No.” 

Mr. Curtis. Now, did you probate any estates during the time that 
you were collector of internal revenue? 

Mr. Finnegan. Yes, sir: I did. 

Mr. Curris. How many / 

Mr. Finnecan. Well. 1 would Say I mean, that is something that 
j would have to consult mv own records on. and that 1s a difficult 


question to answer, whic hy you Pros ibyly know, a? a vou | ave to go bac k 


and look at the records. 

Mr. Curtis. Do you recall any of them / 

Mr. Finnecan. You mean specifically, by 

Mr. Curris. Yes. 

Mr. Finnecan. No: by name I couldn't: bi ean recall that my 
oflice and mivself had some probate matters, 

Mr. Curtts. Were you in court for anv clients? 

Mr. FINNEGAN. No. As | told you before. that mV name has not 
appeared on any brief or possibly on any petition of suit since I have 
been collector of internal revenue. 

Mr. Curtis. Why was that ? 
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Mr. Finnecan. Because I felt that that was good public policy not 
to have your name, because there are other attorneys practicing law, 
and I didn’t feel that I should have my name on any petition or any 
brief that was being presented before the courts. 

Mr. Curtis. As a fairness to the other lawyers? 

Mr. Finnecan. Fairness to the other lawvers, and also to the courts, 
and I felt that the courts should feel, as long as T was collector o| 
internal revenue, that I would not assume to have my position as « 
part of any direct consideration to the courts. 

Mr. Curtis. So your name would not appear as attorney of recor 
in any probate matters? 

Mr. Finnecan. It wouldn't appear, possibly, on any probate mat 
ters, and it wouldn’t appear upon any civil actions, and definitely o1 
any criminal actions. 

Mr. Curtis. Well, now, in the course of your law practice, whe: 
it became necessary for some attorney to be attorney of record, wha 
did you do about it ? 

Mr. Finneran. If I found it necessary to have an attorney / 

Mr. Curtis. Yes. 

Mr. FINNEGAN. Possibly one of mv associates or partners wou! 
appear in that case as attorney of record. 

Mr. Curris. You said that you became collector because Mr. Hanne 
gan wanted you. Mr. Hannegan did not make the appointment direct 
himself, did he / Are collectors appointed by the President ¢ 

Mr. Finnecan. It is a Presidential appointee—— 

Mr. Curtis. And Mr. Roosevelt appointed you / 

Mr. Finnecan. That is correct. 

Mr. Curris. And what clearance did your appointment have to 
make in polit ical cireles in Missouri ? 

Mr. Finnroan. Well, I don’t know how far you would have to o 
with political clearance, and I think that you would have to be n« 
cepted by the folks or the individuals who were then in political 
positions to make the recommendation. 

Mr. Curtis. Your appointment has to be confirmed by the Senats 
does it not ; 

Mr. Finnecan. That is right. 

Mr. Curtis. What Senator sponsored your appointment ? 

Mr. Finnecan. I think that at that time we had Senator Bennet 
Champ Clark, Senator Truman—— 

Mr. Curtis. Do you know which one of them handled it ¢ 

Mr. Finnecan. I came from the district of Senator Bennett Chan 
Clark, and so my recommendation would be made by Senator Bennet' 
Champ Clark. 

Mr. (CURTIS. The United States Senators do not have district 3. clo 
they ¢ 

Mr. Finnecan. Well, they don’t have districts, but they separa 
the State at elections, which you are very familiar with. 

Mr. Curtis. I see. 

Now, in your bookkeeping as an attorney, do you have any records 
as to whom you did law business for during the time you were co! 
lector ? 

Mr. Finnecan. Do I have records? Yes. My records have al 
ready been turned over to the internal revenue service. 
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Mr. Curtis. Well, among those turned over, or otherwise, do you 
have any records as to whom you did law business for during the 
time you were collector? 

Mr. Finnrcan. Do L have any other business, you mean ¢ 

Mr. Curtis. Do you have awny records at all, whether they have 
been turned over or not ¢ 

Mr. Finnrcan. Yes, sir: they have all been turned over, and T have 
records, and they have been turned over. 

Mr. Curtis. What do those records show, and do they show the 
clients’ names who came to your oflice for consultation ¢ 

Mr. FinnrcGan. They show the clients’ names, and they show the 
amount of the fees paid. 

Mr. Curtis. And does it tell what the services were for? 

Mr. Finnrean. No; | don’t—you asked me the other day, and I 
wanted to say this to you: I don’t keep that type of a book record, 
as to the specific service that I gave to each and every client. 

Mr. Curris. In other words, the only record you have is when 
they paid you? 

Mr. Finnecan. The fees plus the date and the names of the clients. 

Mr. Curtis. But the record is just tied to the receipt of the money ¢ 

Mr. Finnecan. I don’t get that, Mr. Curtis. 

Mr. Curtis. The only record you have is the record when they 
paid you? 

Mr. Finnecan. That is correct, plus the amount and the time, and 
that is all: and I would have to take out the files and go into the 
specific case to give you that information, which I haven't got with me. 

Mr. Curris. That is all, Mr. Chairman. 

Mr. Kean. But you never billed any of your clients? 

Mr. Finnrean. That is correct. 

Chairman KING. Pro ‘eed, Mr. Counsel. 

Mr. DeWinp. Mr. Finnegan, did you find that after you were 
appointed collector your law practice suffered? Or did it tend to 
increase ¢ 

Mr. Finnrean. Well, I have already answered to the chairman here 
thut I would Say the prestige of the office pe ssibly assisted me mn my 
business. I won't say “possibly.” I will say “yes.” 

Mr. De Winn. Did vour law practice benefit quite substant ially from 
that i 

Mr. Finnecan. I would say it didn’t suffer any. 

Mr. DeWinp. In your law practice, how did you conduct your 
oflice? Did vou have a bookkeeper ? 

Mr. Finnrean. Yes. I mean, we didn’t have a bookkeeper; we 
had the girl who kept our fees and records and things of that type. 

Mr. DeWinp. I assume you maintained office files for vour clients ¢ 

Mr. Finnegan. Yes. We had files for our chents like any other 
ollice. 

Mr. DeWixp. How did you fix the fees that you were going to 
charge your clients? 

Mr. Finnecan. Well, you are a practicing attorney, I understand, 
in New York, and you understand very much about fees. Sometimes 
it is like a doctor who performs an operation. If the individual is 
the type or the person who can pay, you possibly get a bigger fee from 
him than the individual who can’t pay. That is how you fix your 
fees, and that is how I fixed mine. 
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Mr. DeWinp. Was that your experience as to how ‘you fixed -your 
fees? 

Mr. Finnecan. That is right. 

Mr. DeWrxp. On how much the client could pay ? 

Mr. Finnecan. That is night. 

Mr. DeWinp. Did you keep any time records of the amount of 
time vou devoted to the case? 

Mr. Finnrcan. No: as I answered to Mr. Curtis here, I didn’t. 

Mr. DeWinp. You had no time records, no diary ¢ 

Mr. Finnecan. I don’t have any diaries. That is one thing | 
don't have 

Mr. DeWinp. You never made any court appearances? Your nani 
doesn't appear on any papers ¢ 

Mr. Finnrean. | would say, as Lexplained to you hefore, that I felt 
it was a good public policy as an attorney not to appear as an attorney 
of record. 

Mr. DeWtnp. Why did you feel it was a matter of good publ 
policy not to have your name appear publicly as a lawyer ¢ 

Mr. Finnegan. As T mentioned before. and I will state again, hold 
ing an oflice, as I had, which I felt was an office of prestige, possibly 
to other attorneys it might have a reflection, or to the courts. 

Mr. DeWinp. Are you saying that your prestige might exert an 
influence on othe attorneys or the courts in favor of you and youl 
clients ¢ 

Mr. Finnreax. Mr. DeWind, I don’t like the word “influence” used 
any place. I would sav I used it for the purpose of assisting clients. 
so I acted, as | told you before. mostly in an advisory and | counsel 
ing capacity and not as the attorney who would appear in the court 

Mr. DeWixp. Now, what I am trving to get at, and I think Tu 
derstand what you are saying, vou thought 1f vou appeared before a 
court as an attorney of record you might, because of your position, 
exert an influence on the court: is that right ? 

Mr. Finnecan. I do that as a matter of the personal thinking of 
mvself, not a part of instruction by anybody. But I felt that I was 
a part of a community: and, as long as I was a part of a community 
who respected me in my position, I was not going to give any other 
added opportunity to say that I was trying to assist just because I 
had a position. 

Mr. DeWinxp. Well, vou felt that your position might exert some 
influence or pressure or might be said to? 

Mr. Finneean. As I told you before, I did not appear as attorney 
of record. | counseled mv clients. I advised them. And is far is 
the courts were concerned. the courts were not familiar with, did not 
know or have any knowledge, that I had any part in the litigation that 
wis processed before them. 

Mr. DeWtnp. Let’s take that for a moment. although it is highly 
unresponsive to the line of questioning I was trying to develop here 
When your partners or associates appeared for you, would it net be 
well for the court to know that that was Mr. Finnegan’s office ? 

Mr. Finnrean. I would say that that would be something that th 
courts would have to answer, and I couldn’t answer for them or 
that. 

Mr. DeWinp. Well, do you think it was widely known in St. Louis 
that vou were collector of internal revenue f 
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Mr. FINNEGAN. Well, I was born and raised there 50 years ago, 
and my forefathers came there about a hundred years ago, so I think 
we were pretty well known around our own section. 

Mr. DeW inp. I was very interested in what you were saying. I 
was trying to get you to say it in the simplest possible terms, as to 
why you felt there would be something improper about appearing 
before a court. 

Mr. FINNEGAN. We might clarify the issue. My hae doesn’t ap 
pear. No court or judge knows that I have been a part of any litiga 
tion during the time of my operation or service as collector of internal 
revenue, 

Mr. DeWinpv. That I understand now. And you felt that there 
was some policy reason for that treatment. [ would like to find 
out just what that was, 

Mr. Finnecan. You have suggested that the mere fact that my 
partner, or associate, might go before the court, might have the in 
tention or the idea that L was a part of that litigation. I didn't 
the courts or anybody else understand that L was a part of that lit 
tion. So you would have to get that information from them, 
whether or not they thought that my appearance as an associate \ 
have any etlect upon their consideration of the matter. 

Mr. DeWinp. I am trying to get at what your personal 
about the matter was. 

Mr. FINNEGAN. My personal feeling was, as | mentioned by fore, 
that I did not become a part of the public record. 

Mr. DeWinp. But there was some reason for that. ar ad it is 
son that I am talking about and not what vou did. 

Mr. FINNE AN. Lhe reason Was that | acted) Oy n a2 
and advisory capacity to the chents whom I represented. 
my associates : 

Mr. DeWinv. Mr. Finnegan, could you reply simply to a simple 
question ; Whi did you fee] you should hot tppear it se 
record ¢ 

Mr. FINNEGAN. As l told you betore, th it Was li \ i 
son, that I did not feel that L should appear as attorney of re 

Mr. DeWinp. And what was your reason / 

Mr. Finnecan. The reason is that | felt that I 
long as I was collector of internal revenue. 

Mr. DeWinp. And why did that have anything to do wit! 

Mr. FINNEGAN. Because ] felt that ] wits holding il position 
as collector of internal revenue I clid not want to. at any Cline, tet 
courts believe that IT was using my office in that capacity. 

Chairman Kine. That could come under the heading of publi: 
lations again, could it not, Mr. Finnegan / 

Mr. FinneGan. Yes. 

Chairman Kine. You did not want the lawyers to feel, locally 
you were throwing your weight around as collector and lawyer, 
vou, as | understand it, felt that it probably would not be good 
ships to have judges feel the same way / 

Mr. Finnecan. That is true. 

Chairman Kine. Would that be a part of your consideration ? 

Mr. Finnecan. That is true, Mr. Chairman. That is my own fee] 
ing about the matter. Ithink I have a right to my own personal fee! 
ings of a consideration. 
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Chairman Kine. Other collectors throughout the country who pra: 
tice openly are, in your opinion, not conducting themselves in the best 
fashion to preserve public relations with the courts and the bar? 

Mr. Finneoan. Mr. Chairman, | think I should leave that up ti 
their own personal statement. 

Chairman Kine. Just for the moment: Have vou any knowledge 
that the bar association in your State or in any other has ever taken 
a stand with respect to collectors practicing law? 

Mr. Finnrevn. No, that is a question that I have considered since 
these matters have come up. I mean, I have wondered whether any 
States have gone into the matter of collectors in practice of law or any 
other businesses. Because most of them maintain some kind of - 
business. 

Chairman King. But to your knowledge. Mr. Finnegan, you hav: 
never heard where the bar association, as such. has taken a stand for 
or against collectors of internal revenue practicing law in conjunction 
with being collectors. You do not know of any instances ¢ 

Mr. FinnecGan. That is correct, Mr. Chairman. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWinp. Mr. Finnegan, would you feel that if as collector yo 
made telephones calls tothe REC in connection with loan applications 
for persons known to vou, that would exert an influence that might 
be questionable ? 

Mr. Finnrean. Is your question covering any specific phone calls / 

Mr. DeWinp. No. 

Mr. Finnrean. You mean if IT would eall? You think the mere 
fact that I was collector—that that would assist. by calling the ad 
ministrator ? 

Mr. DeWinp. Whether that might exert an influence. 

Mr. FinneGan. I would say the word “influence.” as T told you be 
fore, I never use. And T would say that that type of a eall—I woul 
fee] there would be nothing wrong with that. because if there was ar 
administrator here and an administrator there. they would have 
right to say “Hello.” if you knew them. I mean, if you knew the i 
clin idual and wanted to eall up and Sav, “John.” or “George, this } 
Jim calling.” or something like that. T wouldn't see anything wrong 
with that. 

Mr. DeWinxv. Would vou see anything wrong with taking a fee fo 
doing that / 

Mr. Finnrecan. A fee? That is a different situation. 

Mr. DeWinp. Is that the difference? That if vou get paid for i 
itis wrong: if you don’t. it 1s right ¢ 

Mr. Finnrcan. IT would say that you possibly wouldn't take a fe: 
for doing that, if vou were a collector, for that type of eall. 

Mr. DeWinp. Does the fact as to whether or not von take a fee hav 
anvthing to do with the propriety of making the call? 

Mr. Finnecan. You are speaking about a eall to anyone? Yo 
mean any administrator, or something, that you know? T would 
say that you might call. You might do it as a matter of favor. Yo 
might call up and say, “Will you see so and so?” And that wou! 
be the end of your eall. 

Mr. DeWrnp. Well, now, do you think it would be proper to cal! 
up and request application forms for a loan from the RFC for some 
body described by you as a client ? 
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Mr. Finnecan. You will have to be more specific. 

Mr. DeWrxp. Suppose you called the RFC in St. Louis and said, 
“T have a client, So and So, and I wish to get application forms for an 
RFC loan for that client.” Would that be proper, or improper 

Mr. Finnecan. 1] would say that I wouldn't do that. 

Mr. DeWinp. Did you ever do that? 

Mr. Frxnecan. I would say that to the best of ny recollection | 
didn’t do that or call and say, “I have a client.” 

Mr. DeWrnp. Well, Mr. Finnegan, if you did such a thing, I gather 
you say it would have shocked your conscience / 

Mr. Finne@an. I wouldn't say it would shock my conscience. | 
would feel that I wouldn't do that. I say that to you. I have no 
recollection of ever doing that. If I ever did, 1 don’t remember. 

Mr. DeWinp. You remember the question you were asked at your 
earlier appearance here, about telephone calls in connection with the 
Karol Kell loan that were recorded in the files of the RFC. 

Mr. FinneGan. That was recorded in his files at the RFC, and, as 
you say, people have diaries. I mean, diaries are not direct testimony 
against the individual who is being accused of making the call. That 
is hearsay testimony, isn't it’ 

Mr. DeWrnp. Is that what bothers you about it? That a memo in 
the files of the RF 

Mr. Finnecan. Well—— 

Mr. DeWrnp. Just a minute, Mr. Finnegan. That a memo in the 
files of the RFC shows that Mr. Finnegan called about the Karo! 
Kell application’ Do you think that is hearsay‘ Is that what you 
are saying ¢ 

Mr. Finneean. Well, that is his—I mean, anvbody else's statement 
could be made against anyone. But I say to you that I do not recall 
as 1 mentioned once before. 

Mr. DeWinp. And the fact that Mr. Alexander had a memo 
his file to that effect does not serve to refresh your recollection / 

Mr. Finnrcan. As | testified in the proceedings before, I do not 
remember that call. 

Mr. DeWinp. Now, sup pose you were to make a call to the RFC 
in St. Louis and ask the RFC to hold off denying a loan application 
until it could be found whether the applicant could get some additional 
funds. Would that seem to you to be a proper call? 

Mr. Finnrean. Would you mind re peating that question 4 

Mr. DeWrnp. If you were to call the RFC in St. Louis and say, 

“Please hold up on denying the application for a loan until my client 
tries to get some more money,” would that be a proper call ¢ 

Mr. Finnecan. Well. I mean, that is a matter of opinion. I mean, 

vou can have your opinion. 

Mr. DeWinxp. What is your opinion ? 

Mr. Finnrean. My opinion isthat [didn’t make the call. As T said, 
| don’t reeall ever making it. 

Mr. DeWinp. You have no recollection of that ? 

Mr. Finnecan. I have no recollection. 

Mr. DeWinxp. And if the records in the RFC indicated that a call 
was made by you, would that refresh your recollection at all / 

Mr. Finneroan. As I testified -—— 

Mr. DeWixn. You <o testified 
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Mr. Finnrcan. I so testified before, and I testify again: 1 do not 
recall making the eall. 

Mr. DeWrnp. Well, if somebody were to do that in the position 
you held, would that shock your conscience ¢ 

Mr. Finneoan. As L told you, that would be a matter of opinion. 

Mr. DeWinp. Well, the reason I ask that is if it were to be a mat 
ter of concern to you I would think you might remember it, if it hap 
pened. , ‘ 

Mr. Finnecan. As I told you before, and I reiterate, I do not recal! 
that eall. 

Mr. DeWinp. If it were made, you would consider it improper ¢ 

Mr. Finnecan. I didn’t say that. 

Mr. DeWinv. Well, how would you feel about it 

Mr. Finnecan. I would feel like that is a matter of opinion of nn 
dividuals, and you can have yours and [ can have mine. 

Mr. DeWinp. What is yours? 

Mr. Finnecan. [ think that question is unfair, Mr. Chairman. | 
mean, for the reason that you are trying to build up a question of im 
propriety or propriety. 

Mr. DeWinp. It is simply this, Mr. Finnegan. If the records of 
the REC indicated that you made these calls, you say you do not recall 
them, and [am trying to see if your attitude about such things would 
be such that you should recall them. 

Mr. Finnecan. [said I don’t recall making the call. 

Mr. DeWinp. Now I simply ask: Would such a call by a collector 
of internal revenue seem to be an Improper thing / 

Mr. Finnroan. It would all depend on who the collector was. 

Mr. DeWinv. Suppose the collector was James P. Finnegan. 

Mr. Finnecan. If the collector was James P. Finnegan, I don’t 
recall making thie call. 

Mr. DeWinp. Would you be prepared to contradict the records of 
the REC, Mr. Finnegan, seriously / 

Mr. Finneoan. As I told you before, and T again mention it, IT do 
not ree all the eall. 

Mr. DeWinxp. Do you now have any doubt that it occurred 4 

Mir. Finnecan. | tol« you I do not recall the eall. 

Mr. DeWinp. You didn’t mean to suggest in what vou just said 
Thisnt there are tn special rules on J thes . Finnegan as collector ? 

Mr. Finneean. As I told you before, 1 do not recall making the 

ill 

Mr. DeWinp. Now, could you tell the committee, Mr. Finnegan, i 
some detail, the sort of law practice that you conducted while you 
were collector / | think vou mentioned that you lid not appear mn 
anv matter of record and that vour work was pr neipally counseling. 
In what sort of cases did vou counsel ¢ 

Mr. Finnecan. [ counseled in real-estate operations, plus discuss 
ing with my associates the filing of damage-suit claims and also the 

indling of some probate niatters, 

Mr. DeWinp. Are vou an expert in real-estate matters? 

Mr. Finnecan. Tam not an expert, but I think I have a fair knowl 
edge of values in real estate. 

Mr. DeWinxp. Well, was your work in that on questions of valua 
tio? of renal estate, ol legal questions 4 
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Mr. Finnegan. Sometimes it was the question of valuation of real 
estate, and sometimes a question of legal matters that came up in the 
transaction. 

Mr. DeWrnp. All right. Now. what other sort of practice did you 
have / 

Mr. Finneoan. As I said before, probate. 

Mr. De WInp. Well, but you did not conduet any probate proceed- 
ings. because you could hot appear in court, 

Mr. FinneGan. No: but | could advise with the clients and get the 
advice of my associates and things of that kind. 

Mr. DeWinv. How many estates did you have while you were 
collector / 

Mr. Finnecan. Mr. Curtis asked me, and I told him and I tell] you 
that l would have to vO to the records to find those. 

Mr. DeWinp. Well, did you have a regular and consistent estate 
practice, or Was it a spotty thing ¢ 

Mr. Finnecan. It all depends upon how you drop the word “spotty.” 

Mr. DeWinp. Well, how many estates a year did you handle ¢ 

Mr. Finnegan. Well, to tell you definitely, as I told Mr. Curtis, I 
would have to fo to some records, 

Mr. DeWrnp. IL realize you couldn't be— 

Mr. FinneGan. | couldn't go to that, and if somebody mentioned 
that to you right now, Mr. DeWind, you would have a time to even 
mention the names of your clients. 

Mr. DeWinp. Did you have 5 or 10 cases a year? 

Mr. FinneGan. An estate might go on for 2 or 3 vears in an opera- 
tion before probate Courts. So, maybe it would only be the one, and 
maybe it would be the two. 

Mr. Di WHUNpD. Do you represent estates in estate accountings and 
trust accountings ¢ 

Mr. FINNEGAN. I don't cet your question on that. 

Mr. DeWinp. Did you act as attorney for estates in connection with 
accountings / 

Mr. Finnecan. [told you that I acted in an advisory and in a coun- 
seling capacity. 

Mr. DeWinxp. What other kind of business did you have, small 
business ? 

Mr. FINNEGAN. Oh, ] represented sone folks in counseling Cape i- 
ties in divoree actions and things of that kind. 

Mr. ay WINp. Do you handle many divorce cases 

Mr. Finnrean. Not very many. I usually refer them to someone 
else in my office. 

Mr. DeWinp. What other type of law practice did you have? 

Mr. Finnecan. I would say that would be practically the extent of 
my operations. I mean, as I can recall. 

Mr. ly WiHUINpb. Adv ising your associates and partnet! = on negligence 
damage claims, some probate work, and some scattered divorce work ¢ 


/ 


Is that about the summary ¢ 

Mr. Finnecan. Well, vou have a very happy faculty of using words 
that I don't think —scattered divorce” business. | think. if you 
would say that I had some few divorce actions, | will agree with you. 
I mean, it is just a question of the wording; that ts all. 

Mr. Ly WIND. | intended nothing by the words “st ittered divorcee” 
practice. 


Wo 
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Mr. Finnecan. I just wanted to be sure that we clarified that. 

Mr. DeW inp. Now, this practice that you have just described, y« 
say, produced fees for you that were substantially in excess of thy 
salary you received as collector: is that right i 

Mr. Finnecan. As I think I told the chairman, ves. 

Mr. DeWinp. As collector, you said that you thought the time ye 
devoted to that job would be 3 to 4 hours a day ¢ 

Mr. Finnecan. To the best of my recollection, yes. 

Mr. DeWuxp. Could it be that it was a good deal less on an average ‘ 

Mr. Finnecan. | wouldn't want to be pinned down to that kind of 
statement, and I would say to the best of my recollection it would bx 
2 to 3 hours, sometimes 4 hours, a day. I mean, Mr. Curtis asked me 
in the last meeting about that. 

Mr. DeWinvp. Two to three hours. 

Mr. Finnecan. Yes. [haven't a copy of the transeript, but 1 think 
that was it. 

Mr. DeWinp. I think that this committee has not received any 
very clear information as to what a collector does with his 2 to 
or + hours a day that he devotes, or, let us say, that you devoted. 

Mr. FinneGan. As I told you, that is your opinion. And there ca 
be my opinion as to whether or not 

Mr. DeWINp. Well. could you not describe the typical activities of 
a day in the collector’s office, or a half a day in the collector's office / 

Mr. Finnecan. Well, for the purpose of trying to clarify it. I think 
I tried to give you a pretty good picture of that before, and you went 
into it pretty thoroughly, and I think I went over that phase of thi 
eXamination very well. 

Mr. DeWinp. Possibly I am pretty slow at catching on, Mr. Finne 
gan; but 1 have not discovered to my satisfaction at all as to what you 
did in your office. 

Mr. Finnecan. I told you that it was an administrative positio 
where | discussed and took up matters that the heads of the depat 
ments felt were pertinent to the continuation of the operation of th 
oflice 

Mr. DeWtnp. Can you be specific 4 Maybe the way to do it woul 
be to describe how a typical day at your office went. What time d 
you come inf 

Mr. Finnecan. As I told you, I think you are going over this thi 
In quite a lot of detail. 

Mr. DeWiunp. I believe, Mr. Finnegan, it is a matter of conside: 
able concern to this committee just how collectors of internal reve 
conduct then oflices, and you were a collector for approximately 
years; almost 7 years, perhaps. 

Mr. Finnecan. You are right. 

Mr. DeWinp. And this committee is trying to learn from you whia 
a collector does. Lf the committee has obtained a very specific ick 
of the duties of a collector, I will be glad to close this line of qu 
tioning. 

Mr. FINNEGAN. Well. I think the chairman asked me the quest ‘ 
and TE think T answered it for the ehairman. 

( hairman IK ING. Perhaps l can be of sole assistance here, ie 
us imagine, Mr. Finnegan, a week end has just passed by. and y 
arrive at your office, say, at 10 in the morning. You walk in a 
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say, “Good morning. Joe” or whoever else is in the office. Now let 
us start from there. You take your desk ¢ 

Mr. Finnecan. Thank you for your assistance. I would say that 
10 o'clock in the morning 1s about the right time, or a little bit there 
after, that the collector usually appears in his office. He usually has 
a waiting line, as you Congressmen have, out in front, 10 or 15 people 
Some of them have come for jobs. Some of them want to discuss 
other matters. And you go through the thing in a regular routine. 
And, after you get through about 2 or 3 hours, you feel like you have 
had a tough day. 

Chairman Kine. All right. now. You have taken your seat, Mr. 
Finnegan, in vour office, and you perhaps turn to your secretary and 
sav. “Who is that out there /” 

Mr. Finnecan. Yes. “Who is this person ¢” 

Chairman Kine. And she tells you who is out there. 

Mr. Finnecan. That is right. 

Chairman Kine. But, prior to that, you have some of your stafl 
perhaps awaiting vou. Now, vo into it from that standpoint, 

Mr. FINNEGAN. Some of the staff might have HT personal matter, 
hey might have an individual complaining, one of the workers com 
plaining, or they might have a specific matter that is disturbing them. 
And, if we feel like it is something I can’t answer, I usually contact 
the supervisors, and they answer, Because, as | told you before, | 
at no time ever held out that T was a tax expert or knew too much 
about tax operations. 

Chairman Kine. But you did not want the citizen coming in to 
see you to be aware of the fact that you were ignorant of tax matters? 

Mr. Finnegan. No: but | would call someone who was qualified, 
in the office, who would answer for me. 

Chairman KING. You personnel, your staff people, would come to 
vou if they had problems ¢ 

Mr. Finnecan. That is right. 

Chairman Kine. Now, when vou are through with them, we will 
presume there are several average everyday citizens out in the office. 
One of those comes (rive us a tvp cal example of dealing with 

tizens with compl nts ol requests, 

Mr. FiInneGan. Some citizens come in and complain that they felt 
the bill that was sent to them was in excess, and others would come i1 
il d say, “Th Sis a tax bill l shouldn't have received, | have pata iz. 
There is a mistake or something that has been made in sending me a 
repeated bill”) =| Phen that would have to be cheeked. You would call 
n the cashier o1 the chief office deputy, anid they would vO throug! 
the che kine of the return or tind out whether there had been a pay 
ment made, or something of that kind. , 

Chairman Kine. Did any citizens ever come in and state that they 
hadnt previa enough and were wantin to correct the amount they 
pail ¢ 

Mr. FINNEGAN. Yes Some of them said they had pret doa second 

e, or something of that kind. And vou would have to send over 

vet the records and find out as to whether that was true and 
ti k tothe cashier and sti vorhten ot the hatter, 

Chairman King, Now we are up to lunchtime. You would ro to 
inch normally. You return from lunch. Give us an ordinary after 
oon in vour office , 
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Mr. Finnecan. You would usually go to lunch about 12:30 a 
get back about 2:30 or 3 o’clock, and possibly you would have sony 
repetition of that, or you might have an office meeting to discuss som: 
of the principles that are going to be followed out in the tax opera 
tion. Or, if new information were to come from the Bureau, yo 
would have general discussion about that. I would say that would 
be the limitation of your day. 

Chairman Kine. Mr. Finne 


! 
; 


<A. I think that at this stage of tl 
proceedings least much disturbed over the fa 
] ] 


ie committee al 
has not been in the past the question of the propriety ( 


in the practice of law and certain other bi 
I, for one, am now and have been for several weeks convinced 
eood practice and should be topped. Are you pr 
‘to state in your own opinion that it perhaps 1s not 
ti yood ! cy ror a practicing attorney or one engaged mm wuniy othe 
] 


"ener 


ycr 


business that could conceivably have a conflict of interest with tha 
Ot thre ir faovernment tosit asa collector of ! ternal revenue 4 Are ve 
prepared to state your opinion n that connection he re ¢ You al 
not a collector ai y more now. 

Mr. Finnrean. No. Talking as a citizen, as you ask me that que 
ion, | would like to answer it. ana I would like to vive it just a litth 
rit of thought before I give you the answer on it. I would say th 
1 weht might take mea few minutes. 


Chairman Kine. Very well. 

Mir. FinneGan. I have given some consideration and some thought, 
too. L think I wouldn't mind making a statement on that at all. 

Chairman KINe. Perhaps this afternoon. 

Mr. Finneoan. Yes. I will be prepared to make a statement o 


rman Kine. Very well. 

Nir. Curris Mr. Chairman, I have one que 

(‘hia in King. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Finnegan, the reason you have had suc] 

ll wl the dut es of a tax collector are is th if the ract 
iot doa whole lot vour ollice; did you ¢ 
iN. 1 wouldn't say that is true, and L want you t 
at I think I gave to my office very good service wl 
of internal revenue. 
} 


The service rah on whethe vou were there or not: a 


Finnecan. The service ran on, but I was up on top of it 

‘time. No matter where I was, I always phoned my oifice, at | 
owh expense, discussed the matter ot any spec ial consideration w 
the office heads on every day. I think the records will show the 
hasn’t been a single day—investigation by supervisors over a peri 
of 2 years W I] ) ssibly show that ry office maintained a high stat 
ard in the Tnited States. I would Say that. adding to that, as 
administrator, 1f you can hold up the morale of your chiefs, you 
wavs can maintain a good collector’s office. 

Mr. ( UTIs. Some days vou just contacted vour ollice by telepho 

Mr. FINNEGAN. That is correct, sir. 

Mr. Curris. You say you did that at your own expense. Wh 
might you be? 
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Mr. Finnecan. I might be in Chicago, might be in New York, might 
be in Washington. 

Mr. CurTISs. Then there were some days that you were not near the 
collector’s oflice ? 

Mr. Finnecan. That is true, Mr. Curtis. 

Mr. Curris. Some days you say you worked a couple of hours ¢ 

Mr. Finneean. That is true. 

Mr. Curris. Were there some days when you were right in St. Louis 
when you were not at the office ¢ 

Mr. Finnecan. Well, I don’t recall that offhand. That possibly 
could happen, too, 

Mr. Curtis. Some half days you were not there / 

Mr. FinneGan. Sir? 

Mr. Curtis. There were some half days you were not there ¢ 

Mr. Finnecan. Some half days ¢ That is possible, but I don’t re 
eall that right at the present, because I would have to check. 

Mr. Curris. And, if there was something wrong, the supervisors 
told you about it ¢ 

Mr. Finnecan. Well, that is the form of the operation of the in- 
ternal-revenue service. 

Mr. Curris. That is all, Mr. Chairman. 

Chairman Kine. Mr. Counsel ? 

Mr. DeWinp. Mr. Finnegan, Mr. Brodsky testified here that you 
and he had had some discussions about forming a partnership in the 
insurance business. Did you have such discussions in 19494 

Mr. Finnecan. I don’t recall having any discussions with Brodsky 
about having a partnership or any relationship in the insurance bus!- 
ness. Possibly we might have had a conversation— he asked me at 
one time whether or not my son was interested in going into the 
insurance business. At that time, there hadn't been a definite ar- 
rangement or agreement with my son as to whether he wanted to con 
tinue in the law or what he wanted to do. At the present time, he 
in the law school of the University of Michigan. 

Mr. DeWinp. Mr. Brodsky said that you entertained the idea of 
going into the insurance business with him, and it was on that ground 
that he explained the idea of setting up a joint account with you. 

Mr. Finnecan. I don’t recall that. I wish to make this very plain 
and definite. I don’t recall that conversation as to that statement. 
As I told you before, he had spoken to me concerning mv son, and 
at that time I 

Mr. Chairman, may I just say a word ? 

( Brief consultation.) 

Mr. DeWinp. Would you read the last question, Mr. Reporter ¢ 

(The last question referred to was read by the reporter. ) 

Mr. Finnecan. I will answer that, Mr. DeWind, that, as I said 
before, I personally never had any idea or thought of going into the 
insurance business, but, as I told you, I discussed the matter with my 
son, and he hadn’t made up his mind as to whether or not he was 
voing to go back to law school. 

Mr. DeWrnp. You never discussed going into business with Mr. 
srodsky ¢ 

Mr. Finnrean. Personally, no. 

Mr. DeWinp. At that or any time? 

Mr. Finnecan. No, sir. To the best of my recollection, no. 
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Mr. DeWinp. Mr. Finnegan, I believe it was in the testimony that 
your brother gave earlier that reference was made to attempts—| 
think they were referred to as attempts—by you to resign as collecto 
of internal revenue. 

Mr. FinnecGan. Yes, sir. 

Mr. DeWinvp. When did those attempts occur / 

Mr. FINNEGAN. I wish l could recall some of the earlier dates. Lb 
I would say sometime in 1949, and then in October of L951 T mack 
another attempt. 

Mr. DeWinp. You don’t mean October of 1951, do you 4 

Mr. Finnecan. October 1951. 

Mr. DeWinp. We are talking about 1950.) This is October 1951. 

Mr. FINN! GAN, October of 1950 is correct, Mr. DeW ind. 

Mr. DeWinp. Now, what do you mean when you say you attempt 
to resign ¢ 

Mr. Finnecan. Well. 1 have been trving to evade this. But I 
a Presidential upporntee, so I would have to make Inv request throug 
the ina viduals who appointed lie Anal | clid that, and | Wilts tiske 
not to resign at that present setting. Lam talking now about October 
1950. Lam going to have to mention that. : 

Mr. DeWinp. You said there was an earlier discussion / 

Mr. Finnecan. Yes: 2n earher date, back sometime in early 1949. | 
ean't reeall that, but there were collection matters, and | wanted to get 
out. I felt lL would be of more service on the outside than on the inside. 

Mr. DeWinp. In October of 19497 

Mr. Finnecan. Yes. 

Mr. Dh WINp. Now, what brought about this resignation cLiscUuSsslO 
and with whom did you have it ¢ 

Mr. FINNEGAN, Well. I talked to ind viduals in) the Bureau and | 
tothe White House. 

Mr. DeWinp. With whom did you talk in the Bureau ‘ 

Mr. Finnercean. I talked to the then Commissioner of Internal Rey 
enue, Mr. Schoeneman. 

Mr. DeWinp., And what was that discussion that vou had 

Mr. Finneoan. The question of me resigning from my position 
collector of internal revenue. 

Mr. DeWuUNp. Well, what was said about it? 

Mr. Finnecan. T just said. “1L would like to resign.” IT said I ha 
reached the position where | felt | wanted to vive more time to iy la 
practice, and | would like to be relieved of mY position. 

Mr. DeWinp. What did Mr. Schoeneman say / 

\Ir. I in NEGAN, Wi II. he said, “sy ouUarea President lal apporntee, 
Vo had better take it up through the right channels.” 

Mr. DeWinp. What did vou do then ? 

Mr. Finnecan, | talked tov as | thought, those who were the prop 
people to talk to about it over at the White House. 

Mr. DeWtnp. What was the outcome of that / 

Mr. Finnegan. | was advised that I should remain on 
tion 


Mr. DeWinp. Why were you advised to remain in your positio 


Mr. Finnegan. | mean, these questions ire getting to be question 
Mr. Chairman, do I have to continue along in this answering / 
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Chairman Kine. I think you should, Mr. Finnegan. There is noth- 
ing wrong with a desire to get out of your job and consulting with the 
people that were properly to be ¢ ‘consulted with about it. 

Mr. Finnecan. I will go ahead then. 

Chairman Kine. If you have to mention names, go ahead and 
mention them. 

Mr. Finnecan. I spoke to Mr. Matt Connelly, secretary to the 
President: also to the President of the United States. 

Mr. DeWinp. Well, what was the outcome of those dise ussions ¢ 

Mr. Finnrcan. The outcome was that they weren't in a position to 
ippoint a successor at the time and asked me to stay on. 

Mr. Kean. Mr. Chairman ?¢ 

Chairman King. Mr. Kean will inquire, 

Mr. Kean. L understand that what they said was that on account 
of internal conditions in the Democratic Party in St. Louis at that 
time it Was probably better for you to remain; that otherwise it would 
have maybe complicated matters, because every time vou appoint one 
man you make half a dozen enemies. 

Mr. Finnecan. I presume they might have been thinking along 
those lines, but | wouldn't want to answer as to that. 

Mr. Kean. No; you couldn't quote them, but that is the idea. 

Mr. DeWinp. Was there any discussion at that time, Mr. Finnegan, 
of a subsequent appointment of you as Commissioner of Internal 
Revenue / 

Mr. FINNEGAN. Mr. DeWind. I don’t recall that. I said I don't re- 
eall: IT mean that conversation. 

Mr. DeWrunp. Well, was there a conversation / 

Mr. Finnecan. I don't recall that conversation at all. 

Mr. DeWinp. Did vou ever discuss with anybody becoming Com- 
missioner of Internal Revenue ¢ 

Mr. Finnecan. I don’t recall that conversation at all. Are you 
speaking now of 1f49 or 19504 , 

Mr. DeWinp. Let’s first take 1949. In 1949 did vou discuss with 
invbody or did anybody discuss with you your possible appointment 
is Commissioner of Internal Revenue / 

Mr. FINNEGAN. No. As | SUV. | wouldn't recall that. 

Mr. DeWtnp. And 19504) Did such a discussion occur 4 

Mr. FinneGan. No.sir: L would say “No.” sir. My answer is “No,” 
=11 

Mr. DeWtxp. Did such discussions occur at any time 4 

Mr. Finnegan. I dont recall. There might have been a casual 
conversation here or there, but I don’t recall that. 

Mr. DeWunp. With whom would the casual conversations here or 
there have occurred ? 

Mr. FinnrGan. Well, some folks thought that possibly might occur, 
but IL never entertained that idea. 

Mr. DeWinp. You know Mr. Daniel Friedman, don’t you ‘ 

Mr. Finneean. | have met him: ves, sir. 

Mr. DeWinp. Well, if Mr. Daniel Friedman said to anybody in 


1949 that vou were in line to be appointed Commissioner of Internal 
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Revenue and that Mr. Schoeneman was contemplating resigning, 
would that have been an accurate statement ¢ 

Mr. Finnecan. I would say it would have been an innacurate 
statement because I never made it. 

Mr. DeWinp. Did you ever discuss that topic with Mr. Friedman ¢ 

Mr. Finneoan. No, sir; I never discussed any type of conversation 
like that with Mr. Friedman. 

Mr. DeWinp. Did you ever have that type of conversation with 
anybody else ¢ 

Mr. Finnecan. No, sir; I did not. 

Mr. DeWunxp. Are you now saying that you never discussed with 
anybody the question of your possible appointment as Commissioner 
of Internal Revenue ¢ 

Mr. Fixneoan. As I told you, I don’t recall ever making that 
statement to anybody, and I have never made it. 

Mr. DeWinpv. Well, did you take any steps whatever, have you 
taken any steps whatever, to seek the commissionership ¢ 

Mr. Finnecan. No, sir; to the best of my recollection I have never 
taken any steps. 

Mr. DeWrnp. Has anybody ever raised the question with you? 

Mr. Finnecan. To the best of my recollection, no. 

Mr. DeWrnp. Well, surely if that subject came up it would be 
sufficiently important to you that you wouid recall it. 

Mr. Finnecan. If it did come up, I possibly would recall it, but I 
don’t recall it. 

Mr. DeWinp. Now, what about your second effort to resign? You 
said you took up the question of resignation again in 1950. 

Mr. Finnecan. Well, to make it plain and clear, I think it was on 
three occasions instead of two. I am trying to reeall, as long as we 
have gone so far on this thing. One time at Key West I phoned and 
tried to be relieved. Same answer. 

Mr. DeWinp. This was in October of 19504 

Mr. Finnrean. 1 would say that was prior to that time, Mr. De- 
Wind. I think the vear before that, 1949, when the Presidential 
arty Was vacationing in Key West. 

Mr. DeWinp. Now, you said earlier the reason why you wanted to 
resign was because you wished to devote more time to your law prac- 
tice, 

Mr. Finnecan. That is correct. 

Mr. DeWinp. Were you finding that you didn’t have enough time 
for your law practice ? 

Mr. Finnecan. I felt that I possibly could give more time, and be 
tween law practice and running the collector's office I felt that it was 
becoming a mental and physical strain and that I should resume my 
practice of law. 

Mr. DeWinp. You are saying that you found your conduct of the 
collector’s office and your law practice was becoming a mental and 
physical strain / 

Mr. Finnecan. Now, wait a minute. I didn’t say that. I said I 
was in a position where I was trying to give more time to my law 
practice than I felt I should, and to maintain both positions was a 
mental and a physical strain. 

Mr. DeWinp. Because of the long hours involved 4 

Mr. FinneGan. Now you are being facetious, on the long hours. 
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Mr. DeWinpv. No; I am not being facetious. 

Mr. Finnecan. Let’s get ourselves straight. Both of us are lawyers. 
We know what we do in our own legal capacity. 

Mr. DeWinp. Go ahead. 

Mr. Finnrcan. And time is not measured by hours as to the per- 
formance of your service. Sometimes your service is shorter, and you 
obtain fees, where in other cases where you put in longer hours you 
yossibly receive a smaller fee. 

Mr. DeWinv. Don’t you recall, Mr. Finnegan, rather recently say- 
ing that the collector’s job is one that gives the individual that feeling 
that he has a free rein to carry on just as he was before / 

Mr. Finnecan. | don’t recall it, but if you say I made that state- 
ment—lI said that the collector possibly is in a less restrained posi- 
tion in Government service than any. 

Mr. DeWinp. Now, going back to the question of your law practice: 
You were Mr. Brodsky's attorney; is that correct 4 

Mr. Finnrean. I was attorney for the Brodskys for a long period 
of time, even his grandfather. 

Mr. Kean. Mr. Chairman / 

Chairman Kine. Mr. Kean will inquire. 

Mr. KEAN. Before we vet otf the subject of that resigning, as I 
understand, after that first attempt you made a second attenipt in the 
winter at Key West ¢ 

Mr. Finnecan. By phone. Yes, sir, Mr. Kean; by telephone 

Mr. Kean. By telephone. That is what I was wondering. You 
called up one of the President’s associates and told him you would 
like to resign, and the information was that the same situation ob- 
tained as previously, and they would rather you did not resign at that 
time ? 

Mr. Finnpean. That is correct. 

Chairman Kine. Mr. Finnegan, in your request to resign, did vou 
ever take it up with the Secretary, Mr. Snyder, or Mr. Oliphant, the 
chief counsel of the Bureau; or did you go just to the Commissioner 

Mr. Finnrcan. Well, I would say 1 talked to the Secretary in Oc- 
tober, I think, October 1950. That is about the same time. 

No: L want to qualify that. I will say I don't recall whether I did 
or did not. LT cant remember that right at the present. I did dis- 
cuss it with Mr. Schoeneman. I know that definitely. 

Chairman Kine. But you are not certain about the other ? 

Mr. Finneean. Lam not certain about talking to the Secretary. 

Chairman Kine. Or with Mr. Oliphant, the chief counsel 

Mr. Finnecan. I just don’t recall that at this time. 

Mr. Kean. And the third time that you wanted to resign was a year 
ago, approximately; and at that time they again told you that the 
political situation was -~ ‘h that they preferred that you did not? 

Mr. FinneGan. I would say that I don’t recall the exact conversa- 
tion, but it was probably along the same lines that you are thinking of. 

Mr. DeWinp. You acted as attorney for Mr. Brodsky ¢ 

Mr. Finnecan. That is right. 

Mr. DeWinp. Now, do you recall in 1949 the setting up of the Dud- 
mar Insurance Agency joint account / 

Mr. Fixnecan. I don’t recall that at all. I mean, that setting up. 
I was sitting back here as a spectator and listened to some testimony 
along that line, but 1 don’t recall that. 
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Mr. DeWinp. Did you represent Mr. Brodsky in connection wit! 
his divorcee / 

Mr. Finnecan. I told you I represented him in a counseling capac 
itv, advisory capacity, made two trips to Columbia, Mo., two trip 
to Kansas City, Mo., discussed the matter with his counsel, who 
Mr. Harry Jacobs, at Kansas City, made a decision for him as to 
whether or not Mr. Jacobs should stay on as his counsel. 

Mr. DeWunpn. Well, did you get a fee for this work? 

Mr. Finnecan. I was paid a fee in the matter; yes, sir. 

Mr. DeWinp. What was the fee you were paid ¢ 

Mr. Finnecan. I was on a retainer, but I was to be paid—I had 
discussed the matter with him on a Sunday. After a lot of reluctanc: 
I decided to represent him in the divorce action. Because I usually 
don’t like to get involved in the divorce actions. And, knowing that 
it possibly was going to be a long, drawn-out litigation, I set a higher 
fee than I was paid. 

Mr. DeWinxp. What was the fee you set ¢ 

Mr. Finnecan. I said, “As far as I am concerned if I get into this 
divorce action it will possibly cost you around $10,000.” 

Mr. DeWrtxv. Did he agree to pay that fee ? 

Mr. Finnecan. After some time; ves. “All right.” he said, ‘we 
will start and get this thing going. Because,” he said, “1 will have 
to have some help and assistance in the matter.” 

Mr. DeWinxp. Well, in fact, don’t Mr. Brodsky have four other 
lawyers in the case’ He so testified. 

Mr. Finnecan. He had four other lawyers, and I met with Mr. 
Brodsky and Mr. MeAtee first. Mr. MecAtee was one of the young 
attorneys from Clayton who had just returned from the war, and he 
and I traveled to Columbia, Mo., and discussed the matter with his 
Kansas City counsel, who was Mr. Harry Jacobs. 

Mr. DeWiNp. And you thought that work you did in the case de 
served a fee of $10,000? 

Mr. Finnecan. I knew there was going to be long, drawn-out lit: 
gation. I think personal privilege should be maintained in some of 
these questions as to the client. because we are going to get into a 
discussion on the merits of the different individuals. Excuse me. 

(Brief consultation.) 

Mr. DeWinp. Mr. Finnegan, you heard Miss Desmond ’s testimony 
here that you spoke to her about this joint account with the Dudmar 
Insurance Agency ? 

Mr. Finnecan. To be frank with you, I wasn’t in here at the tiny 
of most of her testimony, but I did hear some of the testimony about 
a joint account; yes, sir. 

Mr. DeWinp. Now, what was the purpose of setting up that joint 
account / 

Mr. Finnecan. Well, I don't recall her conversation. Can you 
refresh me on that? 

Mr. DeWinp. Well, did Mr. Brodsky ever speak to you about oper 
ing the joint account ? 

Mr. Finnecan. He never had any conversation with me about a 
joint account: no, sir. 

Mr. DeWinp. How did the joint account happen to be opened ¢ 

Mr. FINNEGAN. I was possibly out of the city when the joint 
account Was opened. 
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Mr. DeWinp. Your name appeared on the signature card. 

Mr. Finnvcan. Do you happen to have the signature card there ¢ 

Mr. DeWinpb. No: as I say, it was testified that 1 did. 

Mr. Finnecan. Then a joint account was maintained, 

Mr. DeWinxp. Why was a joint account of that sort set up¢ 

Mr. Finnecan. | would say it would be for the protection of a fee 

Mr. DeWinp. What fee ? 

Mr. Finnecan. In the divorce action. 

Mr. DeWInp. Llow was this to protect youl fee i the divorce 
action / 

Mr. FINNEGAN. Then it was finally decided that that wasn't a 
proper- I decided. I said, “What is the use of worrving about the 
joint account!" T said, “1 will get my fee anyway.” Because I had 
represented the family for a long period of time, and never had any 
difliculty before with the other parts of the family. 

Mr. DeWinp. Now, are you saving that this joint account was set 
up in order to protect vour fee in the divorce proceeding 4 

Mr. FinneGan. That was my understanding, if there was a joint 
account. 

I heard some conversation here about it, and to be frank with you 
it had skipped my memory that there was a joint account. 

Mr. DeWinp. Don’t you know that the only deposit that went Into 
that joint account, while it was a joint account, Was the portion of 
the premium refund on the Philipp Muennig policy that did not go 
back to the bank ¢ 

Mr. Finneran. I don't know anything about that, Mr. DeWind. 

Mr. DeWinp. Well. do vou recall that the only deposit in the 
account Was an item of S1A4S6.57 ¢ 

Mr. Finnecan. | dont know anything about the deposit in that 
account at all and don't recall anything and don't remember anything 
in that jomt account. 

Mr. DeWinxp. Do you know what the deposit in that account, with 
the exception of a very small amount, was applied in payment of your 
debts tothe Missouri Valley Bank & Trust Co. and in payments to you ¢ 

Mr. Finnecan. The Missouri who? — , 

Mr. DeWinxp. The Missouri Valley Trust Co. Or the Mutual Bank 
& Trust, I think it ts. 

Mr. Finnerean. | don't recall, | don't recall that account, as | 
told vou. 

Mr. DeWinp. Well, now, do you recall making a telephone call 
from Washington to Mr. srodsky about a fee / 

Mr. Finnxecan. I don't recall that eall. 

Mr. DeWinp. Well, don’t you recall being in Washington and 
calling Mr. Brodsky and demanding a payment and asking him to 
get you a payment in connection with the Philipp Muennig insur 
ance policy ? 

Mr. Finnrean. I never made that type of a call at any time. 

Mr. DeWinxv. Weren't you at the Mayflower when you made that 
call? 

Mr. Finnecan. I have been in the Mavflower a number of times, 

Mr. DeWinp. Well, do you recall making that call at the May 
flower when you were staying in Washington / 

Mr. Finnecan. IT say I don't recall making that call, and 1 would 
say definitely I didn’t make that kind of a eall. 
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Mr. DeWryp. Well, do you recall Mr. Brodsky complaining to you 
that he would drop dead if you didn’t stop bothering him about 
that fee? 

Mr. Finnecan. I don’t recall ever hearing him make that kind of a 
statement. 

Mr. DeWinpv. Well, how were the loans that you owed at the Mutual 
Bank & Trust paid ? 

Mr. Finnecan. I don’t recall the loans at the Mutual Bank at all. 

Mr. DeWinv. Well, did you ever bother Mr. Brodsky about getting 
a payment ‘ 

Mr. Finneran. I never bothered any client about getting a pay- 
ment, 

Mr. De Winn. Well, did you ever bother Mr. Brodsky about getting 
a payment in connection with that Philipp Muennig policy ¢ 

Mr. Fixnecan. I did not. 

Mr. DeWinp. You never did so? 

Mr. Finnecan. Never did. 

Mr. DeWtrnp. Did you ever request Mr. Brodsky to get an ad- 
vance through Mr. Kelly so that you could get a payment on that 
policy ¢ 

Mr. Finnecan. I did not. 

Mr. DeWtnpv. Your recollection about that is very clear? 

Mr. FINNEGAN. Very clear, and I make the statement again. | 
did not, 

Mr. Dy WHInp. Now, did Mir. Brodsky agree to pay you a retainer 
of $500 a month in connection with his insurance business / 

Mr. FinneGan. My recollection on the fee that [I was to obtain 
from Mr. Brodsky was in reference to the divoree action and for 
counseling for any other services to be rendered. 

Mr. DeWtnp. Was that retainer 8500 a month / 

Mr. Finnecan. No. I had set ni fee of SLOQO00. I heard his 
testimony here, about $500, and I said S10,.000, Now, in that repre- 
sentation for the divorce action, plus any counseling of other matters, 
I was to receive a fee of $10,000. 

Mr. Dy WIND. This fee of S1LO.000 was to cover any and all advice 
you might give? 

Mr. Finnecan. Any and all advice that I might possibly give, in- 
cluding the divorce proceedings, of consultations. 

Mr. DeWunp. Now, how did you get paid that fee? 

Mr. Finnecan. I was paid in different amounts. [ was never paid 
the full amount of my fee. 

Mr. DeWinp. Well, were there some payments made to your wife? 

Mr. FINNEGAN. There were some pavments, as | understood from 
some of the testimony here, that went through Mrs. Finnegan’s name > 
yes. 

Mr. DeWinp. Now, why were the payments made to Mrs. Finne- 
gan / 

Mr. FINNEGAN. Well, that question is something that would have 
to be answered, because it has been declared as a part of my fee in 
the income-tax returns. So I was possibly out of town at the time; 
so he possibly made the payments to my wife. Because I listened 
to the testimony, and knowing, here, that the fee was made payable 
to her-—— 

Mr. DeWinp. Did you not request that the fee be paid in that way? 
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Mr. Frxnrean. I did not. Because the question would be as to 
whether or not it was declared. It is declared as my fee. It is de- 
clared in my income-tax returns. 

Mr. Kean. Just on that question, did you not file a joint return 
anyway, so that it did not make any differenc e? 

Mr. Fixnecan. That is right. It didn’t make any difference, Mr. 
Kean. That is correct. 

Mr. DeWinp. Now, why do you suppose those payments were made 
that way, Mr. Finnegan? 

Mr. Fixneean. Mr. DeWind, to answer that, I couldn’t tell you 

Mr. DeWinp. Well, surely they would not have been paid that 
way without your requesting it. 

Mr. Finnecan. I have told’you that I can’t understand why the) 
were made that way. 

Mr. DeWinp. Did you hear Mr. Brodsky testify that you i 
structed him to pay it that way 4 

Mr. Fixneean. I didn’t hear his testimony, but if he said that, 
don’t recall ever making that kind of a request from him or from 
anyone el 

Mr. DeWinp. Do you recall that there were payments made t 
your son, James P. Finnegan, Jr. 

Mr. Finnrean. I heard that same testimony, too. 

Mr. DeWinp. Now, how did that come mA ? 

Mr. Finnecan. There is another one that I can’t in anv way 
fathom. ; 

Mr. DeWinp. In 1949 and 1950, was your son a student ? 

Mr. Finnecan. A student, yes, at St. Louis University. ‘That is 
right. : 

Mr. DeWinp. At where? 

Mr. FinneGan. St. Louis University at that time. 

Mr. DeWinp. Now, how would it be that Mr. Brods ky would send 
several checks to your son without your knowing an yt! ing about it / 

Mr. Finnecan. If they were sent to my son, I was possibly out of 
the city, and possibly the deposits were made to my account. Because 
they were all declared as a part of the joint income tax of Mrs 
Finnegan and myself. 

Mr. DeWrnxp. Now, how did your bookkeeper at the office knov 
these fees had been paid ¢ 

Mr. Finnecan. 1 told you—you said a bookkeeper in the oflice’ 
I said the girl in the office possibly would get the information. 

Mr. DeWinpb. Ilow would she get the information ? 

Mr. Finnrean. I guess by information I might supply in my own 
books. . E : 

Mr. DeWinp. Did you keep books at home? 

Mr. Finnrean. Yes; I kept my books, still keep them, know every 
fee J get. : 

Mr. DeWrinp. You kee p those in your home? 

Mr. Finnrcan. Sometimes at home, and then there is a copy of it 
that we sent to the office. ; 
| Mr. DeWrnp. And if checks are sent to your son, they are entered 
in your records at home ? 

Mr. Finnecan. That is right. 

Mr. DeWrnp. Who enters them there? 

Mr. Finneean. I enter them myself; I presume when I get home. 


_— 
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They tell me so much was paid, or something, and IT just put it in my 
book. 

Mr. DeWtnn. Isn’t that an extraordinary way of conducting a law 
practice ¢ 

Mr. Finnecan. I am not talking about a law practice. [am talk 
ing about my own personal books, now. 

Mr. It WHINp. Isn't it an extraordinary wit to be paid fees ma law 
practice ¢ 

Mr. Finnecan. I would say no. 

Mr. DeWixp. You think that is a typical way lawyers receive fees / 
They have checks mailed to their wife and their son ? 

Mr. Finxecan. I wouldn't say there was anything wrong with it. 

Mr. DeWinpo. That wasn't the question. I say isn’t that an extraor 
cinary method. 

Mr. Finnecan. I wouldn't say it was an extraordinary method. It 
all depends on who wants to make that decision, as to whether it is 
extraordinary. IT would say it wasn’t extraordinary. 

Mr. DeWinp. Isn't the usual way to send a bill and have the fee 
sent to the office and received by the office ? 

Mr. Finnrean. I don’t know how vou folks practice in New York, 
but we out west—we have our fees paid. You find out that very few 
bills are billed by any attorney to any client. 

Mr. DeWinp. Do you think generally checks are sent piece meal to 
various members of the lawyer's fanuly and that is the usual Way pay 
ment is made? 

Mr. Finnecan. | wouldn't say that was a usual way, but IT will say 
that is not an extraordinary way. As long as they are declared on 
your Income tax, there is nothing wrong with them: as long as they 
unre on your tax return. 

Mr. DeWrxp. Do the payments of those fees appear in the books of 
your law oflice / 

Mr. Finnvcan. | would say no, because in my operation of my office 
I have no partnership. I have some associates. | keep my own pel 
sonal records. 

Mr. DeWinp. Well, isn’t it a fact that vou wanted to keep out of 
those records any indication of the payment of those sums? 

Mr. Finnecan. That isn’t true. It isn’t true, and it shouldn’t be 
here in any way conveyed to this committee or anybody else. 

Mr. DeWinv. But the fact is that it did not appear in your law office 
records, and the checks were matled to Mrs. Finnegan and to your 
son. James P. Finnegan, Jr. ¢ 

Mr. Finnecan. The true statement is that they were declared as a 
part of my income tax, listed as fees. 

Mr. DeWinpv. They weren't listed separately, were they. as fees from 
Mr. Brodsky ¢ 

Mr. Finnecan. They were listed as fees. 

Mr. DeWinp. Did it indicate they were fees from Mr. Brodsky ¢ 

Mr. Finnecan. It indicated definitely they were fees from Mr 
Brodsky. 

Mr. DeWinp. On the face of vour return it says they were fees fro: 
Mr. Brodsky ? 

Mr. Finnrcan. Not on the face of the return, but on the books | 
turned over to the Intelligence Unit it shows it. 

Mr. DeWinp. These were books that you kept vourself at home ¢ 
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Mr. Finnrean. I said at home or in my office. I might have them 
in mv office. 

Mr. DeWInp. Now, what other fees did you receive that didn’t vo 
into the books of your oflice / 

Mr. Finnecin. What other fees ¢ 

Mr. ly Winp. What other law fees were paid to you that were sent 
to your home or sent to your wife or your son ‘ 

Mr. Finnecan. I don't recall any that IT can reeall rig 
resent. 

Mr. DeWinpb. So this was very unusual ¢ 

Mr. Finnecan. It wasn’t unusual. They were paid and declared, 
and there is nothing unusual about getting a fee and declaring it. 

Mr. DeWinpo. Now, did you ever vive Mr. Brodsky any legal advice 
n connection with his insurance business 4 

Mr. Finnecan. [I discussed some matters with him: yes. 

Mr. DeWinp. What matters were they ‘ 

Mr. Finnecan. Oh, matters in reference to some contract or some 
thing that he had with some of the insurance companies, regular form 
contracts. [just discussed them with him and went over them. 

Mr. DeWinxp. What was the question presented to you 4 

Mr. Finnecan. The question was as to whether or not he should 
enter into the contract. 

Mr. DeWinv. And were you expert in those matters / 

Mr. Finnecan. | wouldn't say | was an expert, but I thought I had 
fairly ordinary legal knowledge that I could assist him with. 

Mr. DeWinpb. All right. What did you tell him about the contracts ¢ 

Mr. Finnecan. In one or two cases I told him I didn’t think he 

ould enter into the matters. 

Mr. DeWinp. Whi Was that / 

Mr. FINNEGAN. Because | didn't feel he was croing to 
type of commission in the different cases. 

Mr. DeWtnp. Are you an expert in the types of commissions = 

Mr. FinneGan. [ would say Iam not an expert in insurance matters. 

Mr. De Winn. How were Vou able to advise him aus to whether if 
was a good contract / 

Mr. Finnecan. Well, sometimes a contract, as you as an attorney 
know, reading through it. the general form of insurance contracts— 
there are’some limitations in there that possibly wouldn't be advisable 
for him. 

Mr. DeWinp. What kind of limitations in there ? 

Mr. Frxxecan. Limitations as to payments, as to amount of com- 
mission or fee he was to get. 

Mr. DeWinxpb. What sort of limitations / 

Mr. Finnecan. Offand. I couldn't tell you unless I saw the contract. 

Mr. DeWinp. Aren't all these just printed form contracts / 

Mr. FInneGan. Some of them are, but others have. as you know. 
open spaces wherein there has heen added limitations or qualifi ations, 

Mr. DeWinp. Well, I don’t know. You just tell us. 

Mr. Finnecan. Well, 1 would say ves. I would sav some of them 
ire printed forms and some of them are not. 

Mr. ly WINp. Now. were these contracts that vou advised him not 
fo sign—were they not printed fortns? , 

Mr. FinneGan. Well, no: some of them had open spaces wherein 
there was added prefaces of limitations. 
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Mr. DeWinv. What was wrong with those ? 

Mr. Finnecan. I didn’t think he was going to get the best of the 
operation, doing business with the agent that he was going to be doing 
business with. 

Mr. DeWinv. Were these departures from ordinary contracts? 

Mr. Finnecan. Yes: they were different. Because, as I said, they 
had open spaces with prefaces typewritten in. 

Mr. DeWinp. That is unusual, and you told him he shouldn’t sign 
that kind of contract ? 

Mr. Finnecan. That is right. 

Mr. DeWinp. What is unusual about it? 

Mr. Finnecanx. The mere fact of the preface of limitations by t] 
agent, 

Mr. DeWinxp. Well, were these limitations that are not normally 
insurance contracts ? 

Mr. Finnrcean. T would say ves. 

Mr. DeWunp. What sort of limitations were they ¢ 

Mir. FINNEGAN. Limitations on the amount of pavinent that he was 
to vet fora period ot yvears. 

Mr. DeWinxp. What was unusual about them, though? What ar 
the usual paVvinvernt provisions ¢ 

Mr. Finnroan. The usual payment would be the 5-vear commis 
sion. They would accept it right away, get it immediately. The 
other ones are that thes would only vet the first vear’s commission. 

Mr. DeWixp. You say in some cases instead of paying 35-year com- 
missions thes were eroing to pay l year commissions ¢ 

Mir. FInneGan. One vear, ves. 

Mr. DeWixp. And vou told Mr. Brodsky not to do that? 

Mr. FinneGcan. That 1s correct: ves. 

Mr. DeWInp. How often did that happen ¢ 

Mr. Finnecanx. T would say two or three times. That would be the 
limit of that. of the number. 

Mr. DeWinxp. Now, did you find out from the insurance company 
why the limitation was inserted / 

Mr. Finnecan. No. I didn’t. I didn’t discuss it with them. I just 
discussed it with Mr. Brodsky. 

Mr. DeWixp. Did you ask Mr. Brodsky why it was inserted / 

Mr. Finnrvean. Yes. He would take it up with the agent. I at 
no time talked with any agent about any of these contracts. 

Mr. DeWinp. Is that the way you conducted your law business? 

mi never spoke with the people involved ¢ 

Mr. Finnrecan. As T told you before, I was acting in any advisor) 
and counseling capacity to the individual and not appearing as thy 
attorney of record. 

Mr. DeWinxpv. Well, how did you know whether the limitations i 
these contracts were good or bad or right or wrong? 

Mr. Fixnnecan. I thought I was giving him good advice. At least, 
I was trving to, anyway. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kran. There seems to be quite a conflict in the testimony here. 
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As I recall, Mr. Brodsky testified you were to get $500 a month merely 
for advice on insurance. Now, vou testify you were to get $10.000. 
chiefly for advice in his divorce case and only incidentally other advice, 
Was Mr. Brodsky’s statement made on the stand here false? 

Mr. Finnecan. I would say to you, Mr. Kean, to the best of my 
recollection my arrangement with Mr. Brodsky was completely or 
mostly in the divorce operation and not in the insurance operation ; 
that the advice that I was giving him as to the insurance was—— 

Mr. Kean. Well, do you think that the statement that he made her 
on oath the other day was false? 

Mr. Finnecan. I heard part of his testimony or most of it, and I 
am not one to sit as a judge in the matter, but to the best of my 
recollection I testify here, state again, reiterate, that T had spoken to 
him concerning his divorce proceedings and had made an agreement 
that I should be parc a fee of $10,000, and in that agreement IT was 


to also assist him in giving him advice in his insurance operation. 
Mr. Kran. If that is so. his statement that he made must be false 


Mr. Finnecan. As I said, lam not here to be judge and jury on that 
statement. 

Mr. DeWinp. You didn’t have any written agreement with Mr. 
Brodsky on this fee ¢ 

Mr. Finnecan. I didn’t have what. Mr. DeWind 7 

Mr. DeWinp. Did you have any agreement / 

Mr. FINNEGAN. No. No written agreement at all. It was an o1 il 
transaction that we spoke about on two or three occas ons, and DY 
special entreaty at my home ona Sunday morning. 

Mr. DeWtnp. By a special what? 

Mr. FINNEGAN. Entreaty that I should represent him in the divorces 
action. 

Mr. DeWinp. You thereupon said you would represent him, but 
for a fee of SLO.000 / 

Mr. I INNEGAN. That is right. And in that agreement that L would 
also assist him in his 

Mr. DeWinp. When was he to pay you this fee of 810.0004 

Mr. Finnecan. When? 

Mr. DeWunp. Yes. 

Mr. Finnecan. Just whenever the opportunity would present itself 
that he could make some money to pay me, I knew his family wna 


knew that they were people ot considerable means, 

Mr. DeWinp. And you trusted Mr. Brodsky’s memory so that li 
would recall his agreement to pay you $10,000 at some future date 

Mr. Finnecan. That is correct. 

Mr. DeWinp. Mr. Brodsky has testified entirely differently to this, 
so that his memory is very ditferent from yours. 

Mr. Finneean. As I told Mr. Kean here, and I tell vou- 

Mr..DeWinp. Did you ever ask for the payment of the $10,000 fee ? 

Mr. Finneoan. Well, I have been paid some of it. 

Mr. DeWinp. How were you paid some of it / 

Mr. FINNEGAN. By the partial payments that you are mentloning 
here. 

Mr. DeWixp. Which partial payments? 

Mr. Finnrean. You are talking about a fee to Mrs. Finnegan: you 
are talking about a fee to my son; you are talking about fees to me. 

Mr. DeWrixp. Those were all part of the $10,000? 
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Mr. Finnecan. Part of 1 

Mr. DeWinp. How did you enter those on the books of your bus: 
ness? Did it show as a $10,000 amount paid on account ¢ 

Mr. Finnecan. No; it didn’t. It just shows the definite amounts, 
the payments as they came along the line, showing his name as J. 
Martin Brodsky. 

Mr. DeWrnp. Are you saying that your books did not show these 
were payments on account of a total fee ? 

Mr. Finneean. Yes: I would say partial payments of a total f 

Mr. By WiuINp. Your books woul i not show th: at / 

Mr. Finnrean. No, my books wouldn't show that. [I think you 
have a record of my books. 

Mr. DeWrxp. And you had an agreement for a fee of $10,000 and 
you received payments on account and your books did not show they 
were payments on account and that there was an outstanding balance : 
is that right / 

Mr. Finnecan. That is right. 

Mr. DeWinxp. What kind of books are these you kept / 

Mr. Finnroan. As | told you before, my books I kept myself, pei 
sonally, and the records are in there. 

Mr. DeWinp. Now, were part of these fees paid by paying off your 
loans at the bank ? 

Mr. Finnecan. As I told you before, 1 don't recall the payment off 
of the loan to the bank. 

Mr. DeWinxp. How did ‘you enter those on your books ¢ 

Mr. Finneoan. I don’t recall that. 

Mr. DeWinp. Well, in 1949 an outstanding loan of a thousand dol 
lars was paid off by checks drawn on the Philip pp Muennig deposit 
in this joint account. Did you show those as income / 

Mr. Fixnrcan. To clarify that issue, any payments in that ac 
count to Philipp Muennig were not paid to me. 

Mr. DeWinxv. Weren't they applied to pay off your loans? 

Mr. Finnecan. I do not know that and don't recall it. 

Mr. DeWinp. How did vou ever get rid of those loans, then? 
Weren't you surprised to find they had been paid ? 

Mr. Finnecan. IT possibly paid those loans—I have had more than 
one thousand-dollar loan in my life and still have a few more. 

Mr. DeWrxNp. Wouldn't it be a matter that would be bound to sur 
prise you, to suddenly discover that a loan outstanding had been paid 
without vour knowledge? 

Mr. Finnecan. As T told you before, IT don’t recall that loan. I 
know nothing of it. And IT can't recall that loan at all. 

Mr. DeWrNpb. So this joint account was set up and the Philipp 
Muennig refund check was deposited there. The amounts were with- 
drawn and applied to payments of your loans, in part, and you have 
no recollection of the whole transaction ? 

Mr. Finnecan. You make the statement that it was Philipp 
Muenigg’s money that was paid into that account. I do not recall, 
and T don’t know anything about that account. 

Mr. DeWinxp. Do you know anything about the sale of a policy 
to the Valley Steel Products Co. ? 

Mir. FINNEGAN. I do not. 

Mr. DeWinp. Did you ever give the name of the Valley Steel Prod- 
nets Co. to Mr. Brodsky ? 
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Mir. Finnecan. I did not. 

Mr. DeWinp. Mr. Chairman, that is the end of one particular 
line. Do you wish to adjourn now until after lunch ¢ 

Mr. Kean. I would like to ask one question before we adjourn. 

Chairman Kine. Mr. Kean? 

Mr. Kean. This business about your having a loan with a bank 
that you do not know anything avout, that you cannot remember, 
rather bothers me. 

Mr. FiNNEGAN. Mr. Kean. I said I don't recall the loan. But if 
they can refresh my Memory with some records of the loan. | would 
like to see them. 

Mr. Kean. That loan was only a couple of years ago, was it not / 

Mr. FiInneGax. That is right. | have had numerous loans with 
different banks in St. Louis, which we perhaps all have when we have 
to pray our tneome tar, 

Mr. Kean. We usually have, but we usually worry about it and 
Want tO pay it off. 

Mr. Finnecan. I worry about that loan, and that is the reason I 
would like to see some records on that loan. Now, as far as Mr. 
DeWind saying that it comes from Philipp Muennig, 1 know that 
wouldn't be a definite statement of fact, because | don't have any deal- 
ings with Mr. Muennig, because I don’t know him. He doesn’t know 
me. I think tf he came here to testify he wouldn't know me. Now, 
why he should be making any loan to me or putting any money in an 
account of mine, | would like to know. 

Mr. DeWInp. There was no suggestion that Mr. Muennig did that. 
The suggestion was that Mr. Brodsky cid it by avreement with vou 
and that you received the money out of the account. 

Mr. Finneoan. Well, | had no such agreement. 

Mr. Kean. That was not the loan. That was the payment for the 
loan. 

Mr. Finnecan. As far as the records are concerned, | could possibly 
check that loan. Because, as you say, I will have some type of record 
on that loan. 

Chairman King. Without objection, the committee will recess until 
2:15 p.m. We can expect you to return at that time, Mr. Finnegan / 

Mr. Finnegan. Yes, sir. 

Chairman Kine. Thank you. 

(Whereupon; at 12:45 p. m., a recess was taken until 2:15 p.m. 
this same day.) 

AFTERNOON SESSION 


Chairman King. The subcommittee will be in order. 
Mr. Finnegan. would you resume the stand, please ¢ 


TESTIMONY OF JAMES P. FINNEGAN—Resumed 


Mr. DeWinpo. What were approximately the net earnings of your 
law business, let us say in 1947, 1948, and 19494 

Mr. Finneoan. You are talking about my personal earnings or the 
earnings of the— 

Mr. DeWinp. Tam asking you about all of your earnings outside 
of your collector's salary. 

Mr. Finnecan. In U47, PE think that vou have the recor 

neht be able to refresh nis memory, 
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Mr. DeWinp. I don't have the precise records. 

Mr. Finnecan. I will be frank with you, I don’t have them. They 
have been turned over to the Intelligence Unit, and to the Interna! 
Revenue Department. 

Mr. DeWinp. Lam not asking for a precise figure, and I am asking 
you about what your annual earnings outside of your collector’s salary 


were in those vears ¢ 

Mr. Finnecan. I will say some place—I am trying, I would like to 
be precise, and I don’t want to still make too much of a guess at those 
figures, but do you want me to make an approXiniate guess of the 
firures ¢ 

Mr. DeWtnp. Yes. Tam sure you have an idea each year what you 
were earning. 

Mr. Finnecan. I would say around $40,000, 

Mr. DeWtnp. Total income / 

Mr. Finnrean. Total income, which I say I am trying—I would 
say total with the collector's salary included. 

Mr. DeWtnp. The collector's salary was about $10,000 ¢ 

Mr. Finnecan. Yes, and about $30,000 or $35,000 additional in 
come. I hope I am correct in that, Mr. DeWind, and I am trying t 
be precise, 

Mr. DeWinp. That $30,000 or 835.000 would be before you deducted 
the expenses of your business ¢ 

Mr. Finnecan. I would say yes: that is correct. 

Mr. DeWinxpv. Would that mean that your net outside earning 
might be in the neighborhood of, say, $25,000 to $30,000, and you! 
salary as collector about $10,000 ¢ 

Mr. Finnecan. Yoii mean my net plus the collector’s salary? 

Mr. DeWinp. No. I mean taking the earnings after expenses, of 
your law practice, and any other activities you may have had. 

Mr. Finnecan. | would say you are pretty close to being correct 

Mr. DeWinxp. Now, included in those payments that you received, 
did you receive payments from the Estate Research Bureau in New 
York ? 

Mr. Frxnecan. That is correct. 

Mr. DeWinp. Would it be accurate to say that in 1949, you receive: 
payments from the Estate Research Bureau of $1,250; and in 195! 
a pavment of S750, for a total of 82,000 ¢ 

Mr. Finnecan. I would say that the dates, I wouldn't be able 
answer on, but I can say for amounts that would be a pretty correc 
statement, because that was my understanding, to be paid a 52.0 
fee. 

Mr. DeWinp. Now, do you recall having a conversation with you 
brother. Hugh Finnegan, concerning the Estate Research Bureau ‘ 

Mr. Fixnecan. I had conversations with my brother, who wa 
president of the Hydroplane Corp., to represent them for a fee ot! 
$2,000, for an approximate amount of $2,000. 

Mr. DeWinp. Well, when did you first hear the name of Estat 
Research Bureau ? 

Mr. Frxnecan. Estate Research Bureau—I met Mr. Friedman an 
Mr. Marco and my brother—— 

Mr. DeWrnp. Mr. Friedman and Mr. Marco and your brother 
where did you meet them / 

Mr. Finnecan. I would say in New York City. 
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Mr. DeWinv. Where is that ? 

Mr. Finnecan. Or in Washington, and I would want to be sure 
that I am right on that to the best of my recollection. 

Mr. DeW inv. When was that! 

Mr. FinneGan. You have got me on dates again, and I have no 
records, and if 1 had known, my records, possibly I could tell you. 

Mr. DeWinpv. Was it back in about 1949? 

Mr. Finnecan. I would say about sometime in the early part of 
1949. 

Mr. DeWinv. What was the occasion of your meeting Mr. Friedman 
and Mr. Marco? 

Mr. Finnecan. My brother was in, if I am right on dates, was 
president of the Hydroplane Corp., and they wanted representation, 
and I agreed to represent them and advise them and counsel them 
along the lines that I felt that I could do the best. 

Mr. DeWinv. And this fee of $2,000 was to cover what period ? 

Mr. Finnecan. Well, it wasn’t to cover any specific period, and it 
was possibly to cover my counseling and advising. 

Mr. DeWinp. In some particular transaction, or just generally ? 

Mr. Finnecan. Just general counseling and advising. 

Mr. DeWinpv. Well, now, for general counseling and advising, there 
would be some period involved, and you would not counsel and advise 
them forever for $2,000? 

Mr. Finnecan. I would never do that, because I was making an 
investigation and discussing the Hydroplane Corp., to advise them 
whether or not I thought that additional capital should be placed into 
the company by clients of the folks who were interested in the matter. 

Mr. DeWrnp. Clients of the folks who were interested; and who 
were the clients of the folks? 

Mr. Finnegan. Well, it might be anybody, and if vou had a client 
you wouldn’t want him to place in some capital into a company unless 
you were sure that this was going to be a type of an operation that 
could carry on a real performance. 

Mr. DeWinp. These were clients of the Estate Research Bureau, 
then ? 

Mr. Finnecan. Well, I would say they were clients, not of Estate 
Research Bureau, but of the individuals themselves concerned. 

Mr. DeWrnp. You mean of Mr. Friedman and Mr. Marco? 

Mr. Finnecan. And also my brother, and also Mr. Oliphant. 

Mr. DeWtnv. Did your brother have clients ¢ 

Mr. Finnecan. He had some friends who were going to invest some 
money in it, and I told him, “Don’t put any more money in this thing 
until we find out just how it can be operated.” 

Mr. DeWrnp. But, now, the purpose of your advising Mr. Marco 
and Mr. Friedman was with respect to clients of Estate Research 
Bureau who might invest in Hydroplane, is that right ? 

Mr. Frnnecan. Not necessarily that. They were individuals that 
they might have who were friends, or individuals who wanted to in- 
vest capital in this type of a boat. 

Mr. DeWinpb. Now, after you had this meeting with Mr. Marco and 
Mr. Friedman, do you recall your brother, Hugh, speaking to you 
about an introduction to Mr. Francis Smith in Philadelphia ‘ 

Mr. Finnecan. After I had this meeting / 

Mr. DeWrnp. Yes. 
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Mr. Finnecan. I wouldn't recall that, but T heard Mr. Smith testify 
here today. 

Mr. DeWinp. Do you recall? 

Mr. Finnecan. I would say that all of the testimony that he mad 
was a truthful statement, and that I called him and talked to him, and 
I didn’t—I think his statement—— 

Mr. DeWinxp. What had your brother said to you before you made 
that call? 

Mr. Finnecan. He phoned me and asked me if T would call Mr. 
Smith, and I said that I would be glad to. 

Mr. DeWinp. What did he tell you about the purpose of the call? 

Mr. Finnecan. He didn’t give me any explanation why IT should 
phone him, and I didn’t inquire. 

Mr. DeWinp. Did he tell you that he and Mr. Friedman were going 
to see Mr. Smith? 

Mr. Finnecan. He did not, at that time. 

Mr. DeWinp. When did he tell you that / 

Mr. Finnecan. I didn’t know that until I heard this testimony here 
today, between Mr. Smith—when Mr. Smith testified. 

Mr. DeWinp. At that time, all he told you was that he wanted to 
see Mr. Smith ¢ 

Mr. Finnecan. That is correct. 

Mr. DeWinp. Did he not indicate any reason ? 

Mr. Finnecan. No, he did not, Mr. DeWind. 

Mr. DeWinp. Did you ask him why he wanted to do that ? 

Mr. Finnecan. No, I didn’t: I said no, I don’t recall him making 
any explanation of the eall. 

Mr. DeWinp. Well. were you to receive any payment for making 
that introduction ¢ 

Mr. Finnecan. No. I haven't any recollection of ever having a 
discussion of any kind with my brother in reference to that call 
to Mr. Smith, and Mr. Smith’s statement today, I think, is very clear 
and very precise and an honest statement. 

Mr. DeWinpv. Well. now, did you arrange an introduction betwee: 
your brother and Mr. Delaney ? 

Mr. Finnecan. Mr. Delaney, where? 

Mr. DeWinp. The collector of internal revenue in Boston. 

Mr. Finnecan. I did not. 

Mr. DeWinp. Do you know Mr. Delaney? 

Mr. Finnecan. Very well. 

Mr. DeWinpv Did you ever introduce Mr. Friedman to Mr. Di 
laney ? 

Mr. Finnecan. No. sir; I did not. 

Mr. Curtis. May I ask a question ¢ 

Chairman Kine. Mr. Curtis will inquire. 

Mr. Curris. Who owned the Hydroplane Co. ? 

Mr. Finnecan. My brother was president of the corporation, and 
who was the owner—it was just an investment of a flat-boat program 

Mr. Curtis. Well, now, did the same individuals own Hydroplan 
as owned Estate Research Bureau? 

Mr. Finnecan. No, I would say. I don’t know too much about 
the association between the Estate Research and the Hydroplane Corp 

Mr. Curtis. Who paid you the $2,000? 

Mr. Finnecan. Estate Research. 
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Mr. Curtis. Did that come from Hydroplane / 

Mr. Finnecan. That was a Hydroplane corporation. 

Mr. Curris. Now, you tell me why Hydroplane would pay $2,000 
to have a lawyer investigate them to advise clients about investing 
in it ¢ 

Mr. Finnecan. Well, I presume at the time it was contemplated 
that this was going to be a boat that was going to be of great im- 
portance, possibly, to the country, and everything else, and they 
felt that the investment was a sound investment. 

Mr. Curtis. I cannot follow you on a basis of professional ethics. 
You say that you were to advise investors / 

Mr. Finnecan. I don’t say that. 

Mr. Curris. That your services were for the benefit of investors; 
and yet your fee was paid by the concern being investigated. 

Mr. Finnecan. No: I don’t think that that is true. I think that 
you have got that around. My brother had invested over 33,800 or 
$3,900 in the company himself, and Mr. Marco and Mr. Friedman felt 
that it was a great possibility that this boat could possibly replace a 
lot of speedboats and other types of boats, and it was a flat-bottom 
boat: and I.told my brother, said, “Don’t put anything more into 
this boat until we find out whether or not it is a practical operation.” 
It was a boat propelled by a vast propeller in the rear, which was 
very noisy, and it was my thought that I was earning more than my fee 
by keeping some of their clients or their business associates out from 
putting their money into this type of a project. 

Mr. Curtis. Now, why did Hydroplane, then, pay for keeping 
investors from putting their money in the Hydroplane Co. 

Mr. Finnecan. They didn’t pay me for that. 

Mr. Curtis. What was that 82.000 from Hydroplane for / 

Mr. FINNEGAN, It Wis paid to me because they wanted to be sure 
before they put additional money, finances, into this boat, or if they 
would suggest to some other individuals to put the money im, which I 
felt and still believe was a ver good investment of the 82.000 they 
paid me. 

Mr. Curris. Your services were engineering or legal / 

Mr. Finnecan. My services were legal, and counseling and advising. 

Mr. Curtis. Who were you working for ¢ 

Mr. Finnecan. I was working for the Hydroplane Corp. 

Mr. Curtis. Well, now, coming back to some of the things I asked 
you this morning, you have since stated that your earnings from other 
than collector's office would be about $30,000 a year gross. 

Mr. Finnecanx. Now, wait a minute, is that true? That is the 
statement I made just before / 

Mr. DeWinxn. You indicated that vou might have had 835,000 to 
“40,000 of gross fees, and some expenses, I think. 

Mr. Finneoan. Yes, sir: I guess that that is right. Those figures are 
conjecture on your part, on the part of Mr. DeWind. 

Mr. Curtis. I just heard you say it. That is not conjecture. 

Mr. Finneean. I think I amplified my position on that by saying 
that if those were the figures that vou folks had, that IT would say 
“Yes”, that is correct. 

Mr. Curris. Now, here you have a sum, maybe. of S30,000. or 


thereabouts. 
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Mr. Finnecan. Yes, sir. 

Mr. Curtis. And you make no appearances in court, and your name 
does not appear as attorney of record in any matter, and you do it all 
by counseling at a time that vou are collector of internal revenue and 
spending from 2 to 4 hours a day over there. Certainly you can tell 
us the major items of where that $30,000 comes from. 

Mr. Finnecan. I think that I have gone over that. 

Mr. Curtts. No. I want specific items, and you say that you han- 
dled some estates, and—— 

Mr. Finneean. If you have my return—— 

Mr. Curris. I do not want your return, and T want to know who 
you did law business for. 

Mr. Finnecan. Well, I would have to have my return to tell you 
that. 

Mr. Curtis. I do not think so. 

Mr. Finnegan. Why wouldn't I/ 

Mr. Curris. ‘Two or three years back, anybody who makes $30,000, 
vou cannot do that in little chicken-feed cases. You have got to have 
a few big cases that would stand out in your mind, and unless you 
are holding back from the committee, you can tell us that. 

Mr. Frnnecan. Let me get this over to you, Mr. Curtis, and to the 
committee here: Tam not holding back anything from anybody, and 
if you want to bring in my returns, I will be glad to specify and carry 
on with them. 

Mr. Curtis. Does your return name the clients? 

Mr. Finnecan. Yes; my return names every client that I got one 
single fee from. 

Mr. Curtis. And you would be willing to make that return public 
here ¢ 

Mr. Fixnecan. I will stand on my record of my clients, and if they 
haven't my return, you can call in the Intelligence Unit wherein I 
furnished them with everything, including 1950, 

Mr. Curtis. Are you willing that the names of those clients and 
the amount received be made a part of these hearings ? 

Mr. Finneoan. Yes, sir; I wouldn’t hold them out. 

Mr. Currts. You have no objection to it ? 

Mr. Finnecan. I have no objection to holding them out—excuse 
me just one minute, please. 

In 1950, I furnished to the Intelligence Unit in St. Louis all of my 
returns, together with the names of the clients that paid me any moneys 
of any shape or form. I went further than that. They have that 
in printed form, furnished to them. 

Mr. Curris. Now, Mr. Finnegan, you are an intelligent man—— 

Mr. Finnecan. Thank you. 

Mr. Curris. And you have had a wide experience, and you are a 
graduate lawyer, and you are an experienced lawyer, and you have 
served in the prosecutor’s office, and you have been a member of the 
constitutional convention. And you do not come in here as any boy. 

Now, if you felt it was proper to carry on your law practice while 
you were collecting millions and millions of dollars from taxpayers 
and handling this money, certainly you would have known that you 
should have in those cases a record made in there, in your office, as 
to what you did, why you did it, and the nature of the transaction, 
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so that it would be open to the public if anybody inquired. As a 
public official, you owed that. 

Now you come here and you say you kept no record and you sent 
no bills, you did not do anything, but you have the amount of the cash 
coming in. 

Now. if your actions as collector were proper, and the collection of 
this $30,000, or whatever figure it happens to be, was honest and 
ethical, you certainly would have an open book to show it. 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. Mr. Finnegan, I still cannot get clear this Hydroplane 
Corp. business. Your brother was president of the corporation 4 

Mr. Finnecan. That is correct. 

Mr. Kean. And, therefore, he should know or should have 
known all 

Mr. Finnecan. He ought to have known more about the corpora- 
tion than I do, and he is present here. 

Mr. Kean. Now, why was it—I think that it was testified to before, 
but I have forgotten—why was it that the Research Corp., the Estate 
Research Corp., paid you the money which you said was owed to you 
by the Hydroplane Corp. ¢ 

Mr. Finnecan. Well, the work that I had done for the Hydroplane 
Corp.. as I explained before, the $2,000 that I received, in ni opinion, 
was a small compensation for the services that I rendered to them. 

Mr. Kran. Well, the services you rendered were not to the Hydro- 
plane Corp.; they were to the clients. 

Mr. Finnecan. I rendered it to the Hydroplane Corp., Mr. Kean. 

Mr. Kean. All you did was to evidently do some engineering re- 
search in order to find out whether the Hydroplane Corp. was a good 
investment for clients. 

Mr. FinneGan. Mr. Kean, I met a number of times with the man 
who was the inventor, Hugo Sunset, and other individuals, including 
Mr. Marco and Mr. Friedman, to discuss the operation of this boat. 

Mr. Kean. That was from the engineering point of view and not 
from the general financial situation of the company ‘ 

Mr. Finnecan. I discussed that, too, with them, because I felt that 
if the boat was not the type that would replace some of the other 
crafts that were being presented, it wouldn’t be a good investment for 
any individual to place financing in this operation. 

Mr. Kean. Then you were working for the individuals who were 
possible investors, and not for the corporation / 

Mr. Finnecan. No; I would say that I was working for the cor- 
poration. 

Mr. Kran. Well, then, why was it that the Research Co. paid you 
instead of the Hydroplane Co. 

Mr. Finnecan. Well, they had reached a stage in their financing, 
I presume, after my brother had advanced to the company some $5,000 
or $3,900, that they needed additional capital, and that is the reason 
that the money and fees were paid to me by them. 

Mr. Kean. The company had no money ¢ 

Mr. FinnrGan. That is correct. 

Mr. Kean. So they could not pay you a fee / 

Mr. Finnecan. That is correct. 

Mr. Kean. Now, what service did you render to the Estate Research 
Corp. for which they gave you a fee? 
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Mr. Finneoan. I didn’t, as far as the Estate Research Bureau was 
concerned. 1 was representing the Hydroplane Corp. 

Mr. Kean. The Estate Research were the people who paid you ¢ 

Mr. Finnecan. That is the individuals, which was a partnership, 
as l understood. 

Mr. DeWinp. If you would like to have it inserted in the record 
here, | can give the record on the paviments, to complete the record. 

There was a payment by check of the Estate Research Bureau, check 
No. 3568. on May » 1949. in the sum of S625, to the order of James 
P. Finnegan. 

There was a check of the Estate Research Bureau, No. 3596, dated 
Mav vo, 1949, to the order of James P. Finnegan. in the amount of 
$625. 
There was a check dated February 6. 1950, of the Estate Research 
Bureau. to the order of James P. Finnegan, in the sum of S750. 

Mr. Kean You sav now that your services were rendered to the in 
dividuals and not to the corporation / 

Mr. Finnrean. Well, you are talking about the Hydroplane Corp., 
and I said the Hydroplane Corp.. the individuals that 1 referred to 
were stockholders in the corporation. 

Mr. Kean. Well, were they also stockholders in the Research Corp. / 

Mr. Fixnnecan. I assume later on, if we are going along in this 
Investigation, that they were partners. 

Mr. Kean. What right had they to take the money away from the 
Estate Research Corp. and pay the Estate Research Corp. funds for 
a debt of the Hydroplane Corp. 

Mr. Finneean. Mr. Kean, I don’t think—I think the Estate Re 
search Bureau was not a corporation, and it was a partnership, and 
the Ilydroplane Corp. would have a right to receive any fees or funds 
for the purpose of assisting in the other corporation, and I don’t 
think— 

Mr. Kean. You would not know whether there were any other 
partners in the Estate Research Corp. except the two who also were 
interested in the Hydroplane Corp. / 

Mr. Finnrcan. Let me follow your question, excuse me. 

(The question Was read by the reporter. ) 

Mir. Finnecan. That is correct, | wouldn't: LT would not. 

Mir. Kean. Now, if the Estate Research Corp.. as a partnership, 
had any other partners, they certainly could not have charged up as 
expenses for tax purposes, to the Estate Research Corp., a fee that 
belonged to the Hydroplane Corp. ¢ 

Mr. Finnecan. Well, as Ttold vou before, I mention again, that as 
I understood, the Estate Research Bureau was a partnership, and not 
a corporation: and the Hydroplane Corp. is a corporation, and there 
is a different relationship between the stockholders of a corporation 
and the holders of any interest in the partnership. 

Mr. Kean. Of course, if the Estate Research Bureau was making 
a profit and the Ilydroplane Corp. was not making a profit, and the 
legal fees paid to you were charged up to the Estate Research Corp 
instead of being charged up to the Hydroplane Corp., and were de 
ducted from the Estate Research Corp., the Government was thereby 
defrauded of some income taxes they were entitled to? 

Mr. Finnecan. | would say that the Government wouldn't be de 
frauded, because possibly in the investigation that they would find 
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that that was present, and they would have to pur their taxes on that 
advancement. 

Mr. Kean. There is no significance in the fact that these payments 
were made to you after you had served as the method of introducing 
the people, Mr. Friedman, to various other individuals 4 

Mr. Frynecan. | would say to you that any coincidental appearance 
was not true. 

Mr. Kean. Mr. Finnegan, did you know that the first payment to 
vou by the Estate Research Bureau was a short time, 2 or 3 weeks, 
after ‘Mr. Shapiro pail some SS000 or SLOOOO in hus office to Mr. 
Friedman in the presence of your brother, Mr. Hugh Finnegan ¢ 

Mr. Finnegan. I did not, Mr. Kean. 

Mr. Kean. That was the case. 

Mr. Finneean. | did not know: no, sir. 

Mr. Currts. Now, Mi Finnegan. ] have a document here which 
purports to be a photostath COpy of your L947 income tax return, dated 
January 1d, 1948, signed James P. Finnegan, and will you examine 
t and let me know whether or not that is a ‘Ops of the income tax 
return that you tiled / 

Mr. Finnecan. Yes, | would say that that is the 1947—— 

Mr. Curvis. That is right? 

Mr. FINNEGAN. That ts Hiv hate. 

Mr. Curtis. And that is a copy of your return / 

Mr. FkinneGan. It isa copy of my return. 

Mr. Curtis. Now. here Is one that purports to be a photostatic 
copy of vour 1948 return, signed James P. Finnegan. Look at that 
and let me know if that is a COpys of the return you filed ¢ 

Mr. Finnegan. 1948: that is right. 

Mr. Curtis. Here is what purports to be a photostatic copy of your 
49 return, signed James P. Finnegan, and will you examine that 
and let me know if that is a copy of the return that you filed ¢ 

Mr. FinneGan. Yes, sir; | would say that is it. 

Mr. Curtis. You may take those returns to the desk with you, and 
I want to ask you about them. 

Mr. Finnecan. All right. 

Mr. Curtis. It was my understanding a bit ago that if you could 
ee your returns, you could account for your income im the law business 
during these years in question, 

If vou will examine vour 1947 return, you 
gross receipts 1 the law business of S36 785.5 1. 

Mr. Finnxeoan. Is that 19477 

Mr. Curtis. That is U7. 

Now. will you tell the committee the prin ipal sources from which 
this was received ¢ 

Mr. Finneoan. Well. 1 would say. from looking at the return, this 
return that | filed, that would be ditheult to do, because LT think that 


] 


my books and records the Intelligence Unit had would vive that bet 


tel information, because | cunt. looking ut these revturts the only 
thing that I find ts the total gross, plus the expenses or expenditures 
of operation. 

Mr. Currts. You did detail the expenses ¢ 

Mr. Finnegan. Yes, sir. 

Mr. CURTIS. \ dl they iM lied such elis ns hote o S2.667 2 

Mr. Finnecan. That is correct. 
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Mr. Curris. And transportation, $2,158.56. Entertainment, 
$3,154.28. 

Mr. Finnecan. That is correct, Mr. Curtis. 

Mr. Curtis. But you did not itemize any of the income from the law 
business in that return ¢ 

Mr. Frnnecan. In these returns, when vou file a return of this type 
or any other return, you set out that specific program of expenditures ; 
but the attorney’s fees, specific attorney *s fees, are never listed until 
they are called upon by the attention of the agent or the special agent's 
ollice. 

Mr. Curris. Now, if vou will examine your 1948 return, Is it not 
true that you will find that the gross income from your law business 
is listed at S30.S67.23 ? 

Mr. Finnecan. That is correct. 

Mr. Curtis. Does that return show from whom you received that ? 

Mr. Finnecan. It does not. 

Mr. Curtis. And is it true that the expenses are listed on that 1948 
return ¢ 

Mr. Finnecan. That is correct. 

Mr. Curtis. And those expenses show, among other things, hotel, 
S1V1GS1! 

Mr. Finnecan. That is right. 

Mr. Curtis. Railroad transportation, $1,507.50 ¢ 

Mr. Finnecan. That is correct. 

Mr. Currts. Air transportation, 8261.29 4 

Mr. Finnecan. That is right. 

Mr. Curris. Meals, 82,604.48 ¢ 

Mr. Finnecan. Correct. 

Mr. Curtis. And entertainment, $2.785.68 ¢ 

Mr. Finnecan. That is correct. 

Mr. Curtis. Now, examine your 1949 return, and is it not true 
that that return shows that your income from your law business, the 
gross income, was $37,406.39 ¢ 

Mr. FinnecGan. That is correct. 

Mr. Curtis. And on that return, you also listed certain expenses, 
did you not ¢ 

Mr. FinneGan. Yes, sir. 

Mr. Curris. Is it true that that return shows transportation ex- 
penses of $3,093.29 ¢ 

Mr. Finnecan. Yes, sir: 39 cents, that is right. 

Mr. Curris. Hotels, $3,212.81? 

Mr. Fixnecan. That is correct. 

Mr. Curtis. Entertainment, $4,681.85? 

Mr. Finnecan. That is correct. 

Mr. Curtis. Or a total expense there of $15,625.89? 

Mr. Frnnecan. That is the total. 

Mr. Curtis. And neither the 1948 nor 1949 returns show who paid 
you these legal fees ? 

Mr. Finnecan. That is correct, Mr. Curtis. I explained before—— 

Mr. Curtis. And you state at this time you do not remember ¢ 

Mr. Finnecan. Sir? ; 

Mr. Curris. You do not remember where you got the major items 


of fees? 
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Mr. FINNEGAN. The fees: ho. I think that Mr. DeWind has a 
record. 

Haven’t you a record ¢ 

Mr. DeWrnp. I have not that record. 

Mr. Finnecan. Mr. Hartmann was here. 

Mr. Curtis. I would like to ask the reporter to take a moment to 
turn back to my inquiry of Mr. Finnegan as to whether or not h 
returns, income-tax returns, would show the clients from whom he 
received the money, and read that question and the answer. 

Mr. Finneean. May I say that I can answer that by saying that I 
thought- without letting the reporter fo back -that the names of the 
clients and the amounts would appear on my income-tax return, and 
that was my recollection; and at this time, after reading this, 1 can 
answer by saying that they don’t appear, and I felt that they were a 
part of the record of my income-tax return. 

Mr. Curtis. Now, may I see that document, please ¢ 

Mr. FInneGan. Yes. 

Mr. Curtis. That will be satisfactory, Mr. Reporter. 

Has any deficiency been assessed for taxes due in 1947, 1948, or 1949, 
against you ¢ 

Mr. Finnecan. Yes, sir. 

Mr. Curtis. Now, Mr. Finnegan, these items that I read. of gross 
income for 1947, 1948. and 1949, are listed under schedule (CC), and 
the nature of the business Is stated as “Lawver” so those were all 
legal fees ¢ , 


Mr. Finneraan. Yes, sir. 


Mr. Curtis. No other business gains are included in that schedul 
that you have marked “Lawyer” / 
Mr. FinneGan. That is correct; consultation and advisory legal 


fees. 
Mr. CURTIS. While there are some of those items of expense that 


} 


are a bit of il surpr! e toa country lawver like mie, | have il second 


surprise in thi e | sts of eXpenses, | ere i iO Item there for law 
brary. for books, ind I do not see how anvbody can advise some- 
one to the tune of 836.000 a vear and not have to buv some books and 


subscribe to some legal public ition services, all ot which are very 


expensive, 

That is all, Mr. Chairman. 

Mr. DeWinno. Now, Mr. Finnegan, isn’t it a fact that you and your 
brother. Hugh. both received pavinents from Like estate Ri search 
Bureau shortly after your brother and Mr. Friedman met with Mr. 
Maxwell] Shapiro in Boston 4 

Mr. Finneean. I don't know anything about the meeting of any- 
body in Boston, and IT have never been in Boston in my life. 

Mr. DeWinp. Well, it is a fact—— 

Mr. Finnrean. And I have been all over the country. but the odd 
coincidence is that | have never been in Boston 5 ma | have heer as 
far as Worcester. 

Mr. DeWinp. It is a fact that your brother received a payment of 
S625 at the same time that you received a pavinent of S625 / 

Mr. Finnecan. I wouldn't know. That is coincidental, and I do 
not know anything about it. 

Mr. 1); WINp. lt dloesn’t seem to be coincide ntal 

Mr. I INNEGAN. Wi ll. I mean. that is your Statement 
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Mr. DeWinv. And it isalsoa fact that you received these payments 
very shortly after the Shapiro interview in Boston, at which Mr. 


Shapiro called Collector Delaney ? 

Mr. Finnecan. I don’t know anything about that. 

Mr. DeWinp. Now, is it typical for you to receive payments in your 
law business from people to whom you did not render the services ‘ 
And I believe you testified earlier that while you got payments from 
Karol Kell Co. in St. Louis. they were in fact payments for services 
that you rendered to Mr. Abramovitz; and while you got payments 
from the Estate Research Bureau, they were in fact for services you 
rendered to the Hydroplane Corp.: and while you received payments 
from Mr. Brodsky out of the joint account in which the imsurance 
premium refund had been deposited, that that had nothing to do with 
that—and the source of your funds always seems to be different from 
the people to whom you render the services. 

Mr. Finnecan. Let me get this to you and clarify the issue. There 
has never been anything on my part to conceal where my fees come 
from. If there was any discrepancy, | would sure not use the names 
that have been written on my own books and turned over to the 
Internal Revenue agents, if any funds, or there was anything in you 
mind or the mind of anyone else 

Mr. DeWinp. Mr. Finnegan, the suggestion is not that you failed 
to report these items as taxable income. 

Mr. Finnecan. As far as not reporting, | am not trying to bring 
it in, the fees have been reported, and I am getting to you that if | 
thought there was something wrong in my listing of the names on my 
own books that I turned over to Internal Revenue, they could possibly 
have had different odd names than they have on the presentation to 
you and to your committee, or anyone else. 

Mr. DeWinp. But the fact remains that you got checks fron 
Ik. R. 2B. and your brother got checks from EF. R. B., very shortly 
after this Shapiro conference: and vet you say they were for services 
rendered to Hydroplane ? 

Mr. Finnecan. That is true. 

Mr. DeWinp. Now, you received checks from the Karol Kell Co.. 
and one check at about the time that the FRC files indicate you tele 
phoned there, and Mr. Goldberg apparently thought he was paving 
for vour services In that connection and in tax connections: and vet 
you say, “Oh. no. that was not the Karol Kell Co.: they just paid 
me. but the services were a 

Mr. FINNEGAN. May | Sav to vou, all the statements I have hice 
to vou can be borne out by your own investigation. which it possibly 
has been. , , 

Mr. DeWinp. Well, Lam suggesting that that is not the fact. 

Mr. Finneoan. You are suggesting it: and I am suggesting it t! 
other way, that [tell you that as far as the payments were made, tha 
they were made as | said they were made, and they were turned ovel 
just as my books—and my books are just as plain, pen and pencil 
returns that | handed over to the Intelligence Unit. where thev had 
a chance and they know just what they found in the investigatior 

Mr. DeWunp. Well, the stated sources of your income are mucl 
better, from your point of view, than the source from which tlhe 
check came, and you would much prefer, I think, to have received 
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the fees from Hydroplane than you would from the Estate Research 
Bureau, isn’t that the fact / 

Mr. Finnecan. I didn’t say that, and 

Mr. DeWixp. Wouldn't you much prefer to have received it from 
Hivdroplane ¢ 

Mr. Finneroan. I said as far as I was concerned, and as far as you 
ure concerned when you are practicing law, as vou are, when you ret 
your fee, as long as you are being conipensated for the operation, you 
think that you are performing, and you are very much. satisfied, 

Mr. DeWinxp. Mr. Finnegan, the record does show, and our investi 
eation supports, not the conclusion that you rot the payments from 
Iydroplane or that you got the payments from Mr. Abramovitz or 
that you got the payments from Mr. Brodsky, but rather, that in 
fact vou got the payments from the Estate Research Bureau and from 
the Karol Kell Co., and from the Philip Muenning refund, and that 
is what the record shows, Mr. Finnegan, and you state something 
which is contrary to the record. 

Mr. Finnecan. Let me say to you that that isn’t true, and T am 
making the statement again positively and definitely. 

Mr. DeWinxp. Are you prepared to say, Mr. Finnegan, that you 
were not sold to Mr. Maxwell Shapiro as a man who would be influ 
ential in getting him out of his tax problems, by your brother and 
Mr. Friedman / 

Mr. Finnecan. Let me say this to you, in answer: That Mr. Shapiro 
wouldn't know me or I wouldn't know Mr. Shapiro, if both of us 
walked in this room together. 

Mr. DeWinp. That was not the question, Mr. Friedman. 

Mr. Finnecax. Who is that, “Mr. Friedman” ¢ 

Mr. DeWinp. Mr. Finnegan. 

Mr. Finnecan. Excuse me. 

Mr. DeWinxp. Don't vou know that your brother and Mr. Friedman, 
present in Mr. Shapiro's office, told Mr. Shapiro that you were in line 
to succeed George Schoeneman as Commissioner— 

Mr. kinnecan. I didn’t know that. and I never heard it, and as I 
said to vou before, | don’t know Mr. Shapiro. 

Mr. DeWixp. And didn’t Mr. Shapiro or wasn’t Mr. Shapiro told 
at that conference, by Mr. Friedman. that once vou were Commis: 
sioner, his tax case would he fixed up? 

Mr. Finnroax. T wasn't present at the meeting. so that T wouldn't 
know anything about that situation, 

Mr. ay WINb. Weren't you told when you received your eut out of 
the Estate Research Bureau receipts, that that was in fact what had 
happened ¢ 

Mr. Finnreax. Mr. Chairman, may | ask you to remove the word 
cut” out of the record ¢ 

Chairman Kine. What is this again? 

\r. I INNEGAN, He saVs that | received miy “cut” out of the 

ssion. 

Mr. Ii WHUIND. | will i cept the amendment and rim “share.” 

Mr. Finneeax. And T will answer by saying that I knew nothing 

fanyv meeting with Mr. Shapiro. 

Mr. DeWinp. Why do you suppose it was that both you and you 

other got $1250 very shortly after that meeting, and didnt Mr. 
Delaney ect paviment of similar size ¢ 
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Mr. Finnegan. Mr. DeWind, I don’t know anything about Mr 
Shapire, and I don’t know anything about that situation at all. 

Mr. DeWinpn. Well, now, if you received $1,250, and your brother 
received $1,250, that is $2,500; and if Mr. Delaney received a payment 
of $2,500, it would at least be a very suspicious circumstance, would 
it not ¢ 

Mr. Finnecan. To answer that question would be giving to you a 
positive statement that 1 knew something about the operation, which 
L didn’t do, and I didn’t know. 

Mr. DeWinp. Well, you have said here that you received a fee from 
the Hydroplane Corp. 

Mr. FinNeGan. That is true. 

Mr. DeWinp. And yet, the payment did not come directly from the 
Hydroplane ( Orp.; it eame from the Estate Research Bureau. 

Mr. kinNecan. That is correct, and that statement is true. 

Mr. LD) WHINp. And you said that the adv ice you gave did not relat 
to the affairs of the Hydroplane Corp., but to giving people advice 
not to invest in the Hydroplane Corp. 

Mr. Finnecan. But that is advice to the Hydroplane Corp., isn’t it / 

Mr. DeWinp. It is, to tell people not to put money in it! 

Mr. Fixnrean. Isn't it a question, I mean, of protecting clients ? 

Mr. DeWinxp. Was that what you were retained to do, to advise 
people not to invest in Hydroplane ¢ 

Mr. Finnecan. I told you that 1 had spoken to my brother con 
cerning the Hydroplane C orp., an id advised him that he shouldn’t try 
to have any other persons invest until it was a proven oper ation. 

Mr. DeWinp. Now, just why was it, Mr. Finnegan, that the Hydro 
plane Corp., which I believe was a New York company—is that cor- 
rect ¢ 

Mr. Finnecan. That is correct. 

Mr. DeWinp. Why was it the Hydroplane Corp., when it wanted to 
vet legal advice on whether people should invest in it, should go al 
of the way to St. Louis to find a lawyer ¢ 

Mr. Finnecan. Well, 1 would say that that, possibly, you woul 
have to ask niy brother that. He was president of the corporation, 

e possibly could answer that for you. 

Chairman Kine. Mr. Kean will inquire. 

Mr IX) aw. At the same time that you fol a fee from the Hyd 
plane Corp. to advise clients not to invest, your brother, the preside: 
of the corporation, rot also a fee from somebody, a check of th 
Estate Research Bureau, in order for him to advise people not 
invest in his own corporation / 

Mr. Finneean. I don't think—maybe IT am not getting my stut 
over to you by saying we were making an investigation as to whetly 
or not this t\ pe of boat could be one that would be really operatabl 
and my brother had already placed $3,900 in the corporation, and | 

aid, “Don't get any more investors until we find out just what th 


} 


boat cnr do.” 

Mr. Kean. Why was he paid a fee for deciding whether he, hu 
elf, shouldn't put any more money in the corporation / 

Vir. Finnre an. Because T had talked to the inventor a number 
times, and back and forth, about this and that. and we had diseus 
Pass bly the speed of the boat at that time, 

Mr. Kean. That is your fee, but how about his fee ? 
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Mr. FINNEGAN. I can’t answer. He is here, and he will have to 
answer for himself. 

Mr. DeWinp. Mr. Finnegan, Mr. Shapiro, after the conversation 
with your brother and Mr. Friedman in his oflice. at which time, as 
your brother test ific dl. he telephoned Collector Delaney, paid the stim 
of $10,000 to Mr. Friedman in the presence of your brother. Now, 
ery shortly therealter, you rece ived 81.250 and your brother received 

1 Zou, and | state that Mr. Delaney received S2 000, making so.000, 
which is half of the $10,000 that Mr. Shapiro paid, and this all fol- 


lowed within a very short time after the payment, and the checks 
une to you from the Estate Research Bureau. 

Now. as I understand what your position is, it is that these pay- 
vents, despite these peculiar circumstances, it Is mere cou lene 


ind in fact the payments are legal fees to you from Hydroplane; is 
that correct ¢ 

Mr. Finnegan. Even though it might appear to you to be peculiar 
and a coincidental payment, which I don’t know anything about the 
dates and I don’t know anything about who was paid on any other 
date, I know the only payments made were payments to myself, and 
| StL to vou that all fees paid to me from the Estate Resi arch Bu 
reau were for representation to the Hydrop! me Cor p. 

Mr. Dy WIND. You are saving to us that the clear and obvious 
nference from the faces is not to be drawn ? 

Mr. Finnecan. I didn’t say that, and I do not agree with your 
statement on that. 

Mr. DeWinp. Now, let us go to another matter, Mr. Finnegan. Do 
you remember a loan that your brother made to vou in early 1951, of 
83.000 ¢ 

Mr. Finnegan. Yes, sir. 

Mr. DeWinp. That loan was made to you in cash ? 

Mr. FInnecan. Yes, sir. 

Mr. DeWinp. Where did you receive the loan? 

Mr. Finnecan. If L recall it right, at my home. 

Mr. Dy WIND. For Whiat pul pose cid you Mh) ike or seek the loan from 
your brother ? 

Mr. Finneoan. I was being threatened with a damage suit, and I 
felt—may I have a minute, Mr. Chairman, and this might be one of 
those—can I talk to you a moment ? 

(Mr. Finnegan conferred with the subcommittee at the subcommit- 
Tee hench. ) 

Mr. DeWinp. Could you just read the question and the answer that 
Was just begun ? 

(The question and the portion of the answer referred to were 
read by the reporter. ) 

Mr. FINNEGAN. May | proceed from there / 

An attorney who represented Mr. Vernon Clark—— 

Mr. DeWinxp. Could you speak a little louder? I don’t think that 
you can he heard. 

Mr. FINNEGAN. Who represented Mr. Vernon Clark, had called me 
on numerous oecasions, and talked about filing suit against Brodsky, 

d Vernon Clark had threatened to Say that I, who had represented 
Mr. Brodsky, would be getting some bad publicity in the case. And 

I was advised by some of my friends and some relations that it 
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would be well to straighten out this case before the suit was filed, an 
this is before any investigation had been commenced. 

The amount was paid to the attorney, Mr. Jones, Wilbur Jones, an: 
I think a release—and I don’t think there has been a release—but 
release was presented back to the attorney who paid him for me, and 
with the understanding that, which I only felt, the Brodsky family) 
will pay back. 

Mr. DeWinp. Let us go into that a little more. Mr. Finnegan, vo 
got this $3,000 in cash from your brother, and just how did he bring 
that to vou! 

Mr. Finnecan. Il. T couldn't tell you just in exact notes or any 
thing, or amounts, or 50’s or LOO’s. 

Mr. DeWunp. te | wrought it from New York to you 

Mr. Finnecan. Yes. He was coming in on a trip. 

Mr. DeWinp. Now, did you ask him to bring you cash to make 
loan to you ? 

Mr. Finnecan. No. We discussed the matter, and LT always knew 
that Hugh had a lot of—felt that he could get the money, and now, 
whether or not he had it— 

Mr. DeWinp. The question T am getting at, did you ask him t 
bring it to you in cash 4 

Mr. Finnecan. I did not; I did not. That wasn’t necessary, be 
cause the settlement was made by cashier's check. 

Mr. DeWinp. Yes: but when you received the money to make th 
settlement, did you not ask it to be in cash ¢ 

Mr. Finnecan. No: I did not. 

Mr. DeWinp. Why didn’t you just get a check from your brother? 

Mr. Finnecan. I just asked hie for the money. 

Mr. DeWinxp. How did he bring it to you, in an envelope or a 
package ¢ 

Mr. Finnecan. It was—you refer to a package—it was in cash, and 
you just handed it out. 

Mr. DeWinp. What sort of bills was it in? 

Mr. Finnecan. Well, I will say fifties and hundreds, if T can re 
member now, and I don’t remember that at all, and I cannot tell you 
that, and Tam sorry, [can’t recall that for vou. 

Mr. DeWinp. So your brother traveled with $3,000 in his pocket, 
and did he have someone protect him while he was doing that ? 

Mr. Finnecan. Now, that is a question that I don’t think—I don’ 
know that, and I don’t think that that is even relevant. 

Mr. DeWtnp. Doesn't it seem to vou to be an unusual risk to trave 
with that much mone v in your poe ‘ket ? 

Mr. Finnroan. Well, that is all dependent upon the individual, and 
some individuals carry a lot of cash and some only carry a little cash 

Mr. DeWinp. Would it not seem to have been a more normal trans 
action for him to come to St. Louis and draw a check there and cash 
it and give you the cash ?¢ 

Mr. Finnrcan. As I told you, and I will tell you again, IT wouldn’t 
know why that situation was present at the time. 

Mr. DeWinp. Well, it is just another one of the unusual type o 
payments that you receive, Mr. Finnegan. 

Mr. Finnecan. May I say to you that, for the purpose of the record, 
you are trying to create that that is present, and [am trying to be just 
as fair and straight about my statement as I possibly can. 








val 








INTERNAL REVENUE INVESTIGATION 543 


Mr. DeWiNp. Now, isn’t this true. Mr. Finnegan, that this cashier's 
check that was used to effect this settlement. if that cashier's check had 
been purchased with anything but cash there would be a record in the 
bank. of the source of the funds: is that right ¢ 

Mr. Finnecan. Not necessarily, and you could take that, as I under- 
stand the cashier’s checks, you take a check out and buy a cashier’s 
check, and there would be no record of the cashier's check. 

Mr. DeW inp. There would be a record of how the check was paid 
for, unless it was paid for in cash ¢ 

Mr. Finnecan. Well, let me say this to you: There has been no 
effort on the part of anybody to conceal the fact that the 83.000 was 
paid out. 

Mr. Di WIND. Well, now— 

Mr. FiInnecan. Because you wouldn't have that information that 
t was a concealment, and there was never an effort on the part of any- 
one involved in this transaction to conceal anything about it. 

Mr. lt WIND. Does Mr. Clark know where the funds Came from 

Mr. Finnerean. Who? 

Mr. DeWinp. Mr. Clark. 

Mr. FINNEGAN. I would sat\ he knows. 

Mr. DeWinp. He testified here he did not: that—did you ever tell 
Mr. Clark that you were paying this money to him ¢ 

Mr. Finnecan. The fact is that | have only met Mr. Clark three or 
four times in my whole life, and T have never had any consultation 
with him. 

Mr. DeWinpn. With whom did vou consult about the payment of 
this money ¢ 

Mr. Finnrean. With whom / 

Mr. DeWinp. Yes. 

Mr. FINNEG AN. I consulted Ww ith Mr. Waechter. James \. Waechter. 
who made the pavinent, 

Mr. DeWinp. Did you make the pavinent to him ¢ 

Mr. FINNEGAN. Mr. Waechter made the pavinent to Mr. Wilbur 


Jones. 


Mr. DeWinp. On your behalf 

Mr. Finnecawn. On behalf of me. with the intention and the thought 
of the Brodskys will reimburse us, which T know they will, for the 
pavinent, because at that time we were trying to stay away, which 
vou would, too, as an attorney, when there was nothing had been com 
menced to start it, from any publicity that might start on account of a 
-imilar action. 

Mr. I) WINb. Was Mr. Waechter your attorney 4 

Mr. Finnrean. Mr. James A. Waechter. 

Mr. DeWInp. How do you spell that ¢ 

Mr. Finnecan. Mr. W-a-e-c-h-t-e-r. 

Mr. DeWtxp. Was he your attorney / 

Mr. FINNEGAN. He Was an nssoclate of mine, forme! lv. in the office 
vhere T was formerly associated, at 5746 Grandel Square. 

Mr. DeWinp. To whom did you tell him to deliver the 83,000. in 
ish ¢ 

Mr. Finnecan. Ltold him totake it up with Mr. Wilbur Jones, who 

id phoned me on numerotis occasions, 

Mr. 1) WiINp. W hose attorney was Mr. Wilbu eone / 


Mr. Finnrean. Mr. Vernon Clark’s. 
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Mr. DeWinxp. So that your attorney was to deliver the $5,000 
eash to Mr. Jones? 

Mr. Finnecan. That is right. 

Mr. DeWrxn. And was he to tell Mr. Jones that he must not d 
close to Mr. Clark where the money came from ? 

Mr. Finnrean. No; I don’t think that there was any instructior 
along that line. 

Mr. DeWinp. Are you sure about that ? 

Mr. Finnecan. | am pretty definite on that, and Mr. Jones said 
that there had been a personal feud between Mr. Brodsky and Mi: 
Clark. and the judges, and it was just as well not to discuss the matte 

Mr. DeWinp. And in fact, Mr. Finnegan, wasn’t the suit brouelt 
by Mr. Clark for a share in COMM ISsSions nN the ood lair insural 


business ? 


Mr. Finnecan. Not the Food Fair. You are talking about t} 
ood Center, aren’t you 4 

Mr. DeWinp. Food Center; yes, sir. 

Mr. Finnecan. I don’t know just why the suit was going to be 
brought. 

Mr. DeWtnp. Don’t you know perfectly well that it related to a 
share of commissions on the Food Center ? 

Mr. Finneoan. Possibly it was a threat on their part, and I 

Mr. DeWInp. Hadn't you received a share of those commissions 4 

Mr. Finneean. I did not; and I never received a share of any con 
mission in any insurance operation ¢ and, as I told you before, and I 
tel] you roan, that any Loney that | received, I received as legal fe 

Mr. DeWinp. Wasn't this publicity that you heard, this unfavo 


able publicity, voing to be that you had received a share of the 


insurance commissions 4 

Mr. Finnecan. I felt. and we discussed it and talked about it, t! 
there would be some publicity, and it would be concerning me bein; 
or represent ing’ Mr. Brodsky in his divorcee action and his other act iol 

Mr. DeWinp. Mr. Finnegan, wasn’t it really that it would invol\ 
the charge that you had split the commissions three ways: You, Mi: 
Clark, and Mr. Brodsky ¢ 

Mr. Finneean. I didn’t know that, and I say to you that I didn’ 
know that that was true, but I do repeat to you that | was advised tha 
it Was proper to do what had been done. 

Mr. DeWinp. Didn't you know what you were paying the $3.0 
for? 

Mr. Finneean. As I told you, I was advised that it was proper | 
settle the litigation that was being threatened. 

Mr. DeWinp. Well, you are a lawyer, and what were you bei 
threatened with? 

Mr. Finnecan. As I told you, and I will repeat to you again, 
the threat was that I was in depositions, and you heard Mr. C 
here, and you heard Mr. Brodsky and the rest of these witnesses: H 
I felt under the circumstances, after discussing it with individua 
who | felt were competent, that it was a proper procedure to contin 
that. 

Mr. DeWinp. Didn’t you know that Mr. Clark’s claim was simp)) 
for a share of commissions ? 

Mr. Finneoan. I did not. 

Mr. DeWinv. What did you think was the claim? 
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Mr. Finnrean. I hadn’t any idea at all concerning that. 

Mr. DeWinp. You mean to say vou paid 35.000 to Mr. Clark with- 
out knowing what it was all about ? 

Mr. FinnecGan. May I say to you that the $3,000 will be repaid back. 

Mr. DeWrnp. I don’t care whether it will be repaid back or not. 

Mr. Finnecan. Do you understand that answer ¢ 

Mr. DeWrnp. 1 understand the answer. What I am saying is: 
Did you pay over $3,000 to Mr. Clark without knowing what it was 
all about ¢ 

Mr. Finneean. I didn't say that, and I said that litigation had been 
threatened, and we didn't know the extent of the litigation; and you 
have been practicing law a long time, and you know that that is a 
common practice when a client, if you had a client to advise, and you 
thought it was proper procedure and a settlement would be better 
than publicity, that you would advise that chent to settle the claim. 

Mr. DeWinxp. Were you a party to this suit that was being brought 
by Mr. Clark ? 

"Mr. Fryxecan. I don’t know whether I was going to be a party or 
not. 

Mr. DeWinp. In fact, didn’t you know and didn’t your counsel 
know that you were to be a party in that suit ¢ 

Mr. FINNEGAN. You would have Lo 
them the questions. 

Mr. DeWinn. Well. Mr. Finnegan, vou discussed this at length with 
vour counsel, as a lawyer, and did you just sit back and let your 
counsel tell you what to do, without knowine—— 

Mr. Finnecan. No, I didn't: and I think you know me 
to know that | did not do that. 

Mr. DeWrnp. I don’t know you well enough to say anything. 


ist cannot understat dl why vou said t! 


bring those folks here and ask 


well te] ough 


mat you paid over the $ 
it vou did not know what vou were paying it for. 

Mr. Finneean. I didn’t say that. I said that a suit was being 
renate ned against Brodsky, for the purpo e of ( ommilssions, and 

Mr. Di WINpb. How would that involve you! 

Mr. Finnecan. I wouldn't say it would involve me, but I said for 

e purpose that knowing the i dividuals who were involved In the 
tigation, that | felt. aft r «lise Ussing it with 1 dividuals, that t was 
rood business for the purpose oft vetting the claim settled, and then 
u tting my compensat on back from the Brodsky family. 

Mr. DeWinp. Well, is it vour feeling that every time anybody sues 
Mr. Clark, that you had better trv to si ttle the case / 

Mr. Finnrcan. Let me say this to you 

Mr. DeWinp. Lamsorry. Mr. Reporter, will you correct that ques 

on: That every time omebody Sues Mr. Brodsky, that you ought 
to try to settle the case ? 

Mr. Finneean. Well, I don’t think that. Ith nk that vou are leay 
4 the wrong’ impres ion on that, and I say to you that I sai Mi 
lark had made the threats through his attorney, 

\ as ad isnt le for the wood of Brod ky to ett le sol 


Mr. DeWrnpb. So you put up $3,000 in cash ? 


Mr. Finnpcan. And I want to repeat again to you that that money 
I] be returned to me. 
Mr. Di WIND. Have vou gota note for it 4 
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Mr. Finnegan. I have no note, but I can tell you that as far as hi 
family is concerned, I will be reimbursed. 

Mr. DeWinp. Why haven't you been paid thus far ? 

Mr. Finnecan. Because I haven't had an opportunity even to dis 
cuss it very much with anybody. 

Mr. DeWrixp. W hy did you have to advance the $3,000 in the firs 
place / 

Mr. Finnecan. Because I felt, as I had represented the family fo 
a long period of time, that it would be a good settlement for ever) 
a concerned. 

DeWinxp. Now, what type of security for repayment did yo 
oar 

Mr. Frnnecan. You are talking about payment from the Brodskys 

Mr. DeWinp. Yes. 

Mr. Finnecan. I do not have to have any. 

Mr. DeWinp. But, before, you had a joint account to insure pa 
ment of your fee; is that right / 

Mr. Finnecan. No: I did not. 

Mr. DeWinp. Well, it just seemed to me strange one minute yor 
trusted Mr. Brodsky, and the next moment you don’t. 

Mr. Finnecan. Let me get this to you, that, as far as the Brodsky 
family is concerned, I feel that it won't be very long before the amoun! 
will be paid. 

Mr. DeWrnp. Mr. Chairman, the reporter has had quite a long 
session, and would a 5-minute recess be appropriate ¢ 

Mr. Kran. I would like to ask one question first . and that is this 
- ou were at this time, according to your testimony, being paid $10,00 
by Mr. Brodsky for general legal work, and according to Mr. Brod 

sky's testimony you were being paid $6,000 for special work in co: 
nection with his insurance. 

Now, why did you pay this money yourself and not say to Mr 
Brodsky, “Tam your attorney, and T am being paid $6,000 by vo 
and T advise vou to pay this 83.0007 ¢ 

Mr. Finnecan. Because we had known that he had objected tot! 
pavimnent and. after cliscussing it with members of the family, that 
Was a proper procedure to follow, under the circumstances. 

Mr. Kean. Members of what family / 

Mr. Finnecan. His family. 

Mr. Ky AN. LH; ad you disenssed with ne mbers of the Brodsky fan 
the fact that you were going to pay $5,000 / 

Mr. Fixnrean. And some of his friends and associates. 

Mr. Kran. What members of the family did vou discuss it wit! 

Mr. Fixnnecan. I talked to his brother on one oecasion, and he wa 
ready to pay the amount immediately, and for the purpose of 
having anv suits filed, and he had been going through a lot of litig 
tion. as | mentioned before. 

Mr. Kran. You told Mr. Brodsky’s brother the fact that you wer 
going to pay the 83,000 4 

Mr. Finneoan. Let me tell the committee—— 

(Mr. I nnegan conferred with the subeommittee at the subeor 
mittee bench.) 

Chairman Kine. Mr. Curtis will inquire 
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Mr. Curtis. Now, Mr. Finnegan, when we were discussing your tax 
returns for 1947 and 1948 and 1949, I asked vou if there had been a 
deficiency assessed against you, and you replied that there had. 

If the photostatic copies of the examiner's report indicate that the 
mount of the deficiency assessed against you for the year 1947 was 
S987.15, would you say that that was correct / 

Mr. FinneGan. Yes, sir: if that is true. 

Mr. Curtis. And if a similar report shows that for the year 1948 
the deficiency Was 3561.22, would you say that that is correct ¢ 

Mr. Finnpian. Yes, sir: if you have that. 

Mr. Curtis. And for 1949, a similar report showing a deficiency 
issessedl against you of SS896.02: would you say that that is correct / 

Mr. FiInnecan. Yes, sir. 

Mr. Curtis. In other words, while you were collector during these 
» Vears, you had a deficiency assessed for those years of a total of 
$2,444.37? 

Mr. FinneGan. If that is the amount, yes, sir, I will say that that 
- correct, 

Mr. Curtis. That is all. 

Chairman King. The subcommittee will be in recess for 5 minutes. 

(Short recess. ) 

Chairman Kine. We will proceed, Mr. Counsel. 

Mr. DeWinp. Mr. Finnegan, in connection with the R. Vernon 
Clark matter, do you recall having some conferences with Mr. Clark, 
or at least one conference with Mr. Clark, in which the subject of your 
relation to the insurance business was discussed / 

Mr. Fis NEGAN. Do [ remember referring to the time that I called 

e and his father. he and Mr. Brodsky, to miy office / 

Mr. DeWinp. When did that occur? 

Mr. FINNEGAN, Well, on dates, as I told you, agaln, I am amiss to 
vive you correct time and dates, but I did have them in mis office. 

Mr. DeWrxp. Can vou recall, was that in 1950, or was it last vear? 

Mr. Finnecan. | would say 1950 might be correct. 

Mr. DeWinp. Well, what happened at that meeting? 

Mr. Finnecan. IT called them in, and told him that I had heard 

nors that they were using my name out for the purpose of obtain- 

Yr ibstrance, and IT wanted to make it vers detinite and clear to them 


it IT wasn’t in the insurance business, and neve expected to be, 
hope to be in 


I know from what I have heard about it, I never 
insurance business. 
Mr. DeWinp. Where did Mr. Clark get the idea that you were 
raged in the insurance business / 
Mir. Finneoan. IT think from his own imas ion. Mr. DeWind. 
Mir. DeWunp. Whi do vou Suppose he } 
Mr. Finneean. I do not know. He w: =i] y in the 
mupany with Brodsky at that time, ; le poss ty had thon ohts 
t I was associated. 
Vir. DeWINp. You think he would rel those from Mr. Brodsky ? 
Mr. FinnecGan. T wouldn't say he got them from him, but I would 
mostly from Imagination. 
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Mr. DeWinxp. What would caues him to imagine that you had 
thing to do with the insurance business / 

Mr. Finneoan. I don’t think that I should— 

Mr. DeWinp. Did you ask Mr. Brodsky that ¢ 

Mr. Finnroan. I don’t think that I should answer that un] 
talk to the chairman. 

Mr. De Wino. Do you want to claim some privilege / 

Mr. Finnecan. Not me. I don’t worry about me declaring 
privilege. LT just want—— 

Mr. DeWinxp. What is your problem about answering that questior 

Mr. FinneGan. May I just discuss it ? 

Mr. DeWinp. Mr. Finnegan, why don't you say what your pr 
lem is about answering that quest on ¢ 

Mr. Finnecan. My problem, because I felt that Mr. Clark \ 
using my name without giving any or having any right to do it, and 
called him Ih} and | called in Mr. Brodsky, and | understood he WW 
Using my name, 

Mr. DeWinp. You understood Mr. Brodsky was using your nan 

Mr. Finnecan. I understood both of them, that is, from the infor 
mation or the rumor. 

Mr. DeWinp. I understood Mr. Clark, and now you have two peop 
with complete imaginations, is that right ¢ 

Mr. Finnecan. You heard both of them testify, and I am go 
to let vou draw the conelusions on that. 

Mr. DeWinp. Well, now, at that time had Mr. Brodsky spoke 
you about the letter he vot from Mr. Clark in which he referred to 


you as “your partner,” that is, speaking to Mr. Brodsky, “yo 


' 





partner’? 

Mr. Finnrean. No: I didn’t hear anything of that kind. 

Mr. DeWixp. Did you in fact introduce Mr. Brodsky to the Food 
Center people ? 

Mr. Finneean. I didn’t introduce him, but Mr. Molasky had spoke 
to me, and whether or not it was by conversation from me to him 
him to me, and asked me about Mr. Brodsky at that time: and I sa 
“Yes; I happen to know him, at 








d T understand he is in the insurat 
business.” And, “Well.” he said, “I am very matt h interested 
daughter.” who was a broker of insurance having some insural 
operation. And I said, “The only thing I ean tell you” I have knov 
the Molasky fa ily for a number of vears, and the Brodskvs, and 
far as L was concerned, I said, “if you think that he ean help you « 
it is all right with me.” 

Mr. DeWinxp. Now, vou don't recall, you say, whether you star 
that conversation or whether he came to yout , 

Mr. Finnecan. I don’t know whether he did or [I did. T will 
frank with you, and I cannot recall that right at the present. ‘1 
truth is that Molasky—and I had known A. J. Molasky, of the F* 
Center 

Mr. DeWtinp. You remember that in that letter from Mr. Clar 
Mr. Brodsky, he said that “Your partner was to provide the ent 
and you were to provide the leg work, and T was to provide the kno 
how. Your partner came through with the first part of it.” A 
that was the effect of the letter. 

Now, Mr. Brodsky said he dis ussed that letter v it] you, 
you remember that ? 
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Mr. Finnegan. No: I donot. I don’t recall that discussion of that 
letter. 

Mr. DeWinpv. Mr. Brodsky testified that you ady ised him concern- 
ing the letter. 

Mr. Finnecan. I do not recall that definite letter was of any conse- 
quence with anything that was in that letter. 

Mr. DeWinpn. Now, wasn’t that the letter in which Mr. Clark was, 
in fact. making a claim for a one third share ot the comMmissio} Ss on 
the Food Center business ? 

Mr. Finnecan. As 1 told you, I don’t recall the letter, and 1 do not 
recall that at all. 

Mr. DeWinp. Mr. Clark testified here that he and Brodsky had 
reached an agreement on a three-way split: you, Brodsky, and Clark. 

Mr. FINNEGAN. | wasn't present when his testimony Was presented. 

Mr. DeWInp. Were vou entitled to a three Was sp! t. or one third @ 

Mr. Finneran. I told you before, [ was never in the insurance 
business, and I was not entitled to any commission. 

Mr. DeWixp. Did you ever discuss with Mr. Brodsky receiving a 
chare of the Food Center business? 

Mr. IF INNEGAN. | did not. 

Mr. DeWinxv. Did you ever discuss it with anybody ? 

Mir. Finnecan. I did not. 

Mr. DeWinp. And then Mr. Clark was threatening to bring suit 
in connection with the matter, and that is what led to your paying 
the $3,000 in eash to settle the claim ? 

Mr. FINNEGAN. | uid it wasn't paid by cash: it wa paid by 
eashier’s checl 
Mr. DeWinv. You turned it over to the bank for a cashier's check, 


h? 


the cash? 

Mr. Finnecan. That right. 

Mr. DeWinxp. Now, the other day, vou were asked regarding some 

aqaining room fur ture 1 it vou received, and the (| estion wa whether 

Mr. Goldberg, of Karol Kell, had paid for that furniture: and you 
lthat. wy cl | , {} ; ‘ 


ure, and how it wits paid for. 


\] rinnega who ppened—to e her embarra vi 
f ony before the comm e, but she is he ina ; 
here all of t me md it was paid, the full ame t, \ =e 
price was on the furniture. 
Mr. DeWinp. How was it paid ? 
Mr. Finnercan. I wouldn't know. I said IT talked to her, and we 
l to recall the } cident 17 I ld ' it i par | l cash 
bly eash that she had saved, w! h all women have a habit of 


r 


Mr. DeWtxp. To whom was that cash paid ? 
Mr. Finnrean. To Mr. Goldberg. 
Mr. DeWinp. Well, now, hadn't you given Mr. Goldberg first $500 


Vb FInNFGAD \W Hl. oO! t| it agnestion, | lo t re defin tely 
t payment, and we were trving 
Mr. DeWtnp. You testified the other day that vou did pay cash to 


Mr. Goldberg: and T calles 
i package. 


| it and vou objecte to mv saving it was 
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Mr. Finnecan. But you said something about a package, and you 
and I differed on the word “package,” and I remember that. 

Mr. DeWinv. At least, we did reach agreement on the fact that yo 
paid the cash? 

Mr. Finnecan. Yes, sir. , 

Mr. DeWinp. Wasn't that used to pay for part of the furniture ¢ 

Mr. Finnecan. That was paid as part of the furniture. 

Mr. DeWinp. Didn’t Mr. Goldberg pay for the rest of it ? 

Mr. Finnecan. I took it up with Mrs. Finnegan, and she said sh« 
paid for the whole full price of the furniture. 

Mr. DeWrnxp. How did Mrs. Finnegan know what the price was’ 

Mr. Finnecan. I guess by talking to Mr. Goldberg. 

Mr. DeWinv. What did you say to Mr. Goldberg when you gave 
him the $500 in cash ¢ 

Mr. Finnecan. I don’t recall that. 

Mr. DeWinp. Mr. Goldberg was the chief official of Karol Kell, 
was he not ¢ 

Mr. Finnrcan. I think he was president at that time; yes, sir. 

Mr. DeWinp. And Karol Kell was a company that owed the United 
States Government back taxes / 

Mr. Finnecan. Well, I didn’t at that time—there was testimony 
brought out here, and I don’t recall that information. 

Mr. DeWixp. Now, could you explain, please, why you adopted this, 
if I may say, most unusual method of buying furniture ¢ 

Mr. FinneGan. You havea happy faculty of using that word “most 
unusual,” and I want to say to you that T wouldn't say there was any 
thing unusual about the purchase of the furniture. Your wife—I 


presume a lot of other people's wives—likes to build up a little cash 
and pay for furniture, and things that they want to buy, and that is 
what Mrs. Finnegan did in this transaction, as far as the furniture is 


concerned. 

Mr. DeWinpo. What I do not understand at all is why you have to 
take $500 in a package, or not in a package, and go down to Mr. Gold 
berg’s place and give it to him. 

Mr. FinneGan. You mean hand it, down at his place? 

Mr. DeWinp. Yes. 

Mr. Finnecan. I don't recall where it was paid, whether it wa 
paid there or whether it was paid at the Lennox Hotel. 

Mr. DeWinp. In the Lennox Hotel ¢ 

Mr. Finnecan. Yes. I don’t know. 

Mr. DeWixp. Do you think that would be more usual to pay Mr 
Goldberg S500 in cash in the Lennox Hotel / 

Mr. Finnecan. You think it is “most unusual”? 

Mr. DeW inp. Tam asking you if that is more usual? 

Mr. Finnecan. We possibly stopped in there and had coffee ar 
stuff, and would go in there and have a little coffee at lunchtime. 

Mr. DeWinp. With Mr. Goldberg ? 

Mr. Finnecan. Mr. Goldberg or Mr. Abramovtiz or some othe: 
people, and there area lot of folks that I have cotfee W ith. 

Mr. DeWinxv. And while you were sitting there having coffee, 
you said, “Here is S500 to buy me some furniture” / 

Mr. Finnecan. I didn’t say that, and I think that you are 

Mr. DeWinp. What did you say to Mr. Goldberg ? 
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Mr. Finnecan. I had no conversation with Mr. Goldberg about the 
furniture, as | told you before. 

Mr. DeWinv. What did you give him the $500 for? 

Mr. Finnecan. Who said that I paid him the $500? 

Mr. DeWinpb. You did. 

Mr. Finnecan. You said, you volunteered the other day, that I 
brought a package of S500 and gave it to Mr. Goldberg, and I said 
“IT don’t remember a package.” and I said, “We are talking about 
packages, and we are talking about cash transactions.” and I said, 
“Possibly Mrs. Finnegan might have given me some money to pay 
whatever Mr. Goldberg might have felt or might have stated to her 
that the furniture was worth, and I possibly brought it and gave it 
to him, and I do not remember whether it was $500, and it could have 
been $575. or some other amount.” 

Mr. DeWinp. But you do recall having some cash and taking it 
and giving it to Mr. Goldberg ¢ 

Mr. Finnecan. I recall that he got paid some cash. 

Mr. DeWinp. Wasn't the complete price of the furniture about 
1.140 ¢ 

Mr. Finnecan. I don’t know. You would have to discuss that—— 

Mr. DeWinp. You talked this over, and surely you have some idea 
what your dining rool furniture cost you a year or so avo 

Mr. Finnecan. I didn’t get your question. 

Mr. DeWinpb. Surely if you bought complete dining room furniture 
a year or so ago, you would recall about what it cost you, would you 
not ¢ 

Mr. FinneeGan. If it cost $1,140, you can rest assured that every 
penny was paid. 

Mr. DeWinv. All right, now, I am asking you, the way you paid 
for it was to give Mr. Goldberg $500 in cash ¢ 

Mr. Finnecan. And possibly the rest of it was paid by Mrs. Fin 
negan. 

Mr. DeWinpv. Possibly the rest was? 

Mr. Finnecan. I would said it was paid. 

Mr. DeWinp. And how was it paid ¢ By a check to Mr. Goldberg 
from Mrs. Finnegan / 

Mr. Finnreax. | don’t know that. You would have to question 
her, if you want to; if you want to cause me that embarrassment, I 

ill be glad to bring her. 

Mr. D WHuNp. Mr. Finnegan. you have had 2 days to find out what 

‘whole transaction was. 

Mr. Finneean. Do you think that that is the only question I have 
id before me ¢ 

Mr. DeWinpv. But you did particularly undertake to get that ques 
tion solved. 

Mr. Finnerean. But that isn’t the only question that IT have had 

Mr. DeWinp. Well, it is simply this: that you purchased some 
furniture, and apparently more than half of the price was put up 
by Mr. Goldberg, at least in the first stance, and you paid 

Mr. FINNEGAN. Now, Vou say let me follow this line of thought 
that Mr. Goldberg put up half of the furniture? Is that what you 

re saving ¢ 

Mr. DeWinp. I say Mr. Goldberg in the first instance paid for more 
than half of the price of the furniture. 
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Mr. Fixnecan. I don’t say that that is true, and I don’t recall any- 
thing, any transaction of that kind. 

Mr. DeWinp. Well, I was trying to say that the furniture cost about 
$1,140, and you gave Mr. Goldberg $500. 

Mr. Finnecan. Let me say this to you: that I don’t know very much 
about my inside household, and that is operated and controlled by 
Mrs. Finnegan, and very little that I can tell you about my house; 
and I have four children, and at the present time most are away, but 
they were growing—— 

Mr. DeWinp. The purchase of $1,200 worth of furniture is an item 
that is so unimportant to you that you know nothing about it ? 

Mr. Fixnnecan. I would say that that isn’t the right type of a ques- 
tion; and I don’t recall the transaction, because as I said before, very 
little IT know about the inner workings of my household; and I think 
that most men are about the same way on that. 

Mr. DeWixp. Now, I believe that you have already testified in other 
proceedings that you were employed by the American Lithofold 
Corp.; is that right ? 

Mr. FINNEGAN. That is correet. 

Mr. DeWinp. Now, in what capacity were vou employed there? 

Mr. Fixnecan. Well, I was administrative assistant to the presi- 
dent of the corporation. 

Mr. DeWinp. What were vour duties? 

Mr. Fixnxevcan. To advise him in matters of—that he felt that he 
should be advised in. 

Mr. DeWinp. Was it legal advice? 

Mr. Finnrcax. No. I would say that he has legal counsel. Min 
was administrative assistant to the president, possibly in public rela- 

ons and things of that kind. 

Mr. DeWinp. This was a field in which you had prior experie 
ind talent / 

Mr. Finnrean. Well, I don’t know whether I hae ior experience, 
{ to become 


but I had definitely made up my mind th: 
part of the American Lithofold Corp., after ta 
had a little difficulty with his son- . 

Mr. DeWinpn. After he had a litt 

Mir. Finnecan. With his son, and a 

| they involve people, and you don’t j 


oft « ePSTIO! ne that you want to get 


4 , 


him, after hi 


| ? 


Il be vlad to fo into a closed session on it. 
Mr. DeWinpv. Unfortunately, perh 
cial afl irs ora public ollicial often 
Now, anyhow, vou said that vou became administrative assistant 
to the president of American Lithofold, and . 
Mr. Fixnecan. Who is now the president of American Lithofold. 
Mr. DeWinp. Your duties were public relations ¢ 
Mir. Finnecan. That is correct. 
Mr. DeWinv. What so * public relati 
the Con pany ¢ 
Mir. Finneean. In reference to any discussion 
vw omebody to talk about. , 
Mr. DeWinpv. Well, now, what kind of dis 


he should have ¢ 


ips you a 
1) 
al 


ve to be inquired 


ha 
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Mr. Finnecan. His son was formerly associated with him, and 
they had this arrangement on business operations, and he talked to 
me, and I had made up my mind about that time, as [ told the chair 
man here, that I was ready to leave the Government service and get 
into the American Lithofold operation and pursue the practice of 
my law, giving them part of my time and part of the time to the law 


work. 

Mr. DeWrnp. Well, go ahead. What were your duties to be 4 

Mr. Finnrcan. As 1 said to you, my duties were i 
tions capacity. 

Mr. DeWinv. Ithought vou were suggesting t 
be to patch up the differences between Mr. Blauner 
that the job? 

Mr. Finnecan. That eventually worked out, that I was able to bring 
the son back into the pl ture and to assist in the business. The son 
had been in the business for a long period of time with him, and this 
was getting him back into the business. 

Mr. Di WINbD. Now, as administrative ass] init, hat other public 
relations duties did you undertake ? 

Mr. Finnecan. To be conversant with the local sales operations 

Mr. DeWuInp. For what purpose should you be co) versant with 
that ? 

Mr. Finnecan. The mere fact that I had lived in the CIty of St. 
Louis all my life. 

Mr. Dr WINpb. Were you supposed to go out and make Ss iles ? 

Mr. Finnecan. Not necessarily, but to consult with the salesme1 
as lo how their operations were in different operations Or comMpatiles 

Mr. 1) WINp. Now, what kind of problems did the salesmen have 
that you discussed with them ? Sd 

Mr. Finnecan. Well, the problem they would have would be that 
they possibly werent doing so well in the field, that the sales weren't 
going as well as they thought they should go. 

Mr. DeWinxp. What help did you give them / 

Mr. Finnecan. I might know some person or individual who was 
associated with the company and might assist them in their program. 

Mr. DeWinxp. Did you give them such names / 

Mr. FinnvGan. 1 didn’t give them any names. They already had 
made sales to the compat \ v4 and | possibly conversed W ith one of t hie 
ndividuals or had lunch with him, or dinner: and we decided that 
the company was entitled to a little more consideration than they were 
vetting. 

Mr. DeWinv. Who were some of the people you spoke to? 

Mr. Finnecan. Gaylord Box Co. and—right offhand I would have 
to cheek the records on those, but I mean I can remember talking ik 
Giavlord. I didn’t talk to too many at that tue because I was assist 
ng in getting Mr. R. J. Blauner adjusted and back into the business 
of the operation. 

Mr. DeWinp. Well, apart from that duty, is that all you were doing ¢ 
What part of your day did you spend nursing Mr. Blauner back into 

e business ¢ 

Mr. Finnecan. I don't get your question. Did you say “nursing” 

Mr. DeWinp. What part did you spend in getting | 


“F Thity back it) 
\\ natever you want to say. 





54 INTERNAL REVENUE INVESTIGATION 


Mr. Finnecan. I mean, you were using the word “nursing.” 

Mr. DeWinxp. Well, you were nursing the situation along, weren’ 
you? 

Mr. Finnecan. No; I wasn't nursing any situation. I don’t nurs: 
any situation. Either I am into it or I am not into it. 

Mr. DeWinp. What did you do to the situation / 

Mr. Finnecan. I assisted in getting him back into the business. 

Mr. DeWinp. And what was your compensation as administrativ: 
assistant ¢ 

Mr. Finneoan. At that time? First starting out, I received, really 
no salary. I was permitted an advancement on expenses. Then 
salary was created for me. 

Mr. DeWinp. What was the salary / 

Mr. Finnecan. As I remember, it was in the neighborhood of S5u 

Mr. DeWinpb. Five hundred a month ? 

Mr. FINNEGAN. Yes, 

Mr. DeWinxp. Was the salary subsequently raised ? 

Mr. Finnecan. Yes; at the present time I am being paid $1,250 
month. 

Mr. DeWinp. You are still employed by them ¢ 

Mr. Finnecan. I am still employed by the American Lithofold 
Corp. 

Mr. DeWinvo. When did you start this employment, approximately 

Mr. Finnecan. I would say in September of 1948, sometime i: 
that \ ieinity or proximity of time. 

Mr. DeWinp. When did you begin to receive salaries? 

Mr. Finnecan. I didn't receive salaries. I received expense allow 
ances practically immediately after that association; and my salary 
started, I think, sometime in 1950. 

Mr. DeWinv. Now, if I understand what you are saying—and tell 
me if l am not correct what you proposed to American Lithofold 
was efforts to negotiate with Mr. Blauner’s son to get him back in thx 
business, and contact with people that you knew / 

Mr. Finnecan. Well, let me go a little further then, will you? 

Mr. DeWinp. Is that correct / 

Mr. FinneGan. Yes; that is right, but may I proceed further? | 
also went to the Tower Grove Bank & Trust Co., a St. Louis bank, ar 
made a loan for Mr. R. J. Blauner in the sum, I think. of S12.000, 
where he was in a position where he needed money. 1 also later mac 
a loan of S7.000., 

Mr. DeWinp. Excuse me, Mr. Finnegan, if I may interrupt you 
These matters you are now referring to, are these matters to whic! 
von testified before the Senate investigating committee / 
~ Mr. Finnecan. Yes, I think they are the same. 

Mr. DeWinp. Well, I have no desire to have a repetition. 

Mr. Finnecan. You don’t want a repetition / 

Mr. DeWtnp. Now tell me this. Did you ever contact any (rover! 
ment people on the account of Amet ean Lithofold ? 

Mr. Finnecan. In reference to sales / 

Mr. DeWinp. In reference to any matters. 

Mr. FinneGan. No, sir. 

Mr. DeWinpv. Did you ever make any gifts on behalf of American 
Lithofold to any Government official ? 

Mr. Finnecan. Personally? No. 
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Mr. DeWinv. What do you mean, “Personally, no” 

Mr. FINNEGAN. | made no vifts. Do you mean any that they vave 
to me to give to someone else / 

Mr. DeWinp. I am not trying to provide you with an answer. But 
have you made any gifts to Government officials of anything that was 
proposed to you by Lithofold, let us say! 

Mr. Finnecan. Personally, no. 

Mr. DeWinp. Impersonally ¢ 

Mr. Finnecan. I said, “Personally, no.” 1 don’t recall. 

Mr. DeWinv. What is the reason for your saying, “Personally, 
cy’ 

Mr. Finnecan. Well, I say I don’t recall giving any gifts to any 
(iovernment. ollicials. 

Mr. DeWinp. Can you just sav “No”? 

Mr. Finnecan. [Tecan say to you that I don't reeall. 

Mr. DeWinp. Well, you can say that. Is it true / 

Mr. Finnecan. I can say I don’t recall. 

Mr. DeWrnp. I am asking you, Is the answer, “I don’t recall,” a 
true answer / 

Mr. FINNEGAN. I can say | don't recall and I do not remember. 

Mr. De Wunp. You certainly can, Now, don't you recall, and don't 
vou remember ? 

Mr. Finneean. I do not remember. 

Mr. DeWinv. Do you remember making any gifts to any Govern 
ment officials indirectly ¢ 

Mr. Finnecan. I don't recall. 

Mr. DeWinpv. All right. That is very interesting. Do you think 
you may have? 

Mr. Finnecan. I said I don't reeall. 

Mr. DeWinp. Would you be willing just to say, “No; I never did”? 

Mr. FINNEGAN. | don't recall. I do not remember. | do not recall, 

Mr. DeWinp. Would you be willing instead of that answer to say, 
“No: T never did”? 

Mr. Finneean. I would say I would prefer to stand on the answer 
that I don’t remember and I don’t recall. 

Mr. DeWinp. Is there a difference between those answers ? 

Mr. Finneoan. I think there is. 

Mr. DeWinp. There isa difference? If I remember, sometimes you 
iy “I don’t know” flatly, and other times you say “I don’t recall” or 
“| don’t remember.” 

Mr. Finnecan. I don’t recall, or I don’t remember. That is my 
right. , 

Mr. DeWinpv. What reservation do you have in your mind about 

the question of giving gifts to Government officials 

Mr. Finnegan. Because I don’t want to make a statement unless I 
m definitely certain about it. 

Mr. De Winn. You think there nia have been such / 

Mr. Finnecan. I Say I don't recall. I don’t think you have the 
ght to put those words in my mouth. 

Mr. DeWinp. Well, perhaps I should emphasize to you, Mr. Fin- 
egan, that the only right you have here is the right to tell the truth 
Mr. Finnecan. I understand that, and I think I am doing a good 
ib of it. 
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Mr. DeWinp. So that you have no right to say, “I don’t recall,” if 
you do. , 

Mr. Finnecan. If I did recall, I would tell you. But it is my mem 
ory. I don’t remember. 

Mr. DeWinp. Is it now your best recollection that you have never 
given any gifts to Government officials, directly or indirectly, on 
behalf of American Lithofold ? 

Mr. FINNEGAN. My best recollection is that I did not. 

Mr. DeWinv. Mr. Finnegan, do you recall when you appeared be 
fore the Senate investigating committee, Mr. Flanagan put to you 
the question: 

Have you ever given any gifts of any kind to any Government official other 
than entertainment, that we have been talking about, since you have been with 
the American Lithofold Corp. 

Mr. FINNEGAN. No, sir 

Mr. Finnrean. I don't recall that statement. = in the transery 
Is it ¢ 

Mr. ID: WuINp. You dlo not now recat making that statement ? 

Mr. Finnecan. I said, “I don't recall.” I don't have a copy of the 
transcript. 

Mr. DeWinxp. Will vou now, at this hearing, make that same state 
ment, that you never did ? 

Mr. Finneean. As I told you before, and I say again, I don’t reeal! 
making the statement before the committee, ana ] don't recall at this 
sitting that I made any presentation to a Government official. 

Mr. D1 WIND. Now. Mr. Finnegan, earher we referred to the ques 
tion of whether you had ever had un cdliscussions with anybody re 
earding your possible employment ius Commissioner of Internal 
Reve nue. 

Mr. Finnecan. That is right. 

Mr. DeWinpn. Have you now any recolleetion ? 

Mir. FINNEGAN. I don't recall] having any discuss on with anvone 
about that. 

Mr. DeWinp. Did you ever discuss it with Mr. Schoeneman? 

Mr. Finnrcan. No, sir. He and I were very close personal frien 

Mr. DeWinv. You say you were close personal friends ? 

Mr. Finnecan. That is right. 

Mr. Di WIND. Sut did you ever discuss the subject ? 

Mr. Finnecan. I did not. 

Mr. DeWixv. Did you ever discuss the subject with the Secretary 
of the Treasury ¢ 

Mr. Finnecan. I don’t recall any discussion with the Secretary 
the Treasury. 

Mr. DeWinxp. Might you have had such a discussion ? 

Mr. Finnecan. I don't recall any such discussion right at thy 
resent, 

Mr. DeWinp. Did vou ever have such a discussion with Mr, Cor 
nelly, Matt Connelly ? 

Mr. Finnecan. I don’t recall having any discussion along that lin 
at all. 

Mr. DeWrnp. T think vou said this morning that you might have 
had informal, casual—— 

Mr. Finnecan. No; I said there were rumors, but I didn’t say any 
thing about my having such a discussion. 
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Mr. DeWinp. IT was particularly interested in that in view of the 
possible testimony of Mr. Shapiro, that he was told by your brother 
and Mr. Friedman that you were in line for the commissionership. 

Mr. FINNEGAN. Well, I know I didn’t make that statement, and I 
don’t recall ever having any discussion with anyone here concerning 
that matter. 

Mr. DeW np. You said there were rumors around that you were | 
ine for the commniiss onership ¢ 

Mr. Finnecan. I think that the press pos bly can go ba 
up a few little articles that ran sometime, but th 
latter part of 1948 or 1949. But I never had any 
hody. because I never e tertained the thought. 
nterested in was getting released from the Gover 
eretting out. 

Mr. DeWinxp. You say vou were interested 
the Government service. Whi were you nterested 

arn the Governme! - vice f As far as I ean 

i Government service just caused vou to prosper. 

Mr. Finnecan. Well, that is your thought. 

Mr. DeWILnp. dnt vou say that your law pract 
substantially from the prestige of your office / 

Mr. FINNEGAN. Yes, but if | had hee Nh able to return to pt 
mn 140, l possibly could have rospered a lot more, 

Mr. ly WIND. Would that be cashing hon your | restige 

Mr. FINNEGAN. I cle nt know how you can refer to that. 
was something where [ felt [had worked for a per 
to build up to. 

Mr. Di \\ IND. Now . at the time of the second 


1) 


you mace, your secon autlempr# to resigy as collect 


that vou were under ; nvestigation at that time / 
Mr. Finxecan. In October of 1950, do you meat 
Mr. DeWiunp. Yes. 
Mr. Finnecan. I didn’t know it until 
released. 
Mr. Kean. Mr. Chairman. that was, according to the testimony. t} 
hird time. The second time was the telephone « with Key We 
Mr. DeWtnp. I see. I misunderstood that. 
Mr. Kran. Yes. I believe Mr. Finnegan testified this morning that 
the first time Was an mtery lew W ith Mr. ( ‘onnelly. 
Mr. Finnecan. Early in 1949 was the first. or somewhere along 
bout that time: the second time in 1950. and the third time in 1950, 
Mr. Ki AN. The second time, if there Wits a telephone eall Lo Key 
West, must have been in the winter of 1950, 
Mr. FINNEGAN. As far as the dates are concerned, I 
you that, but there were three different times 
Mr. Kean. I mean. the administration cohorts were not down in 
Key West in the middle of the summertime, They were there in the 
winter, So it must have been the winter. 
Mr. Finnecan. You are correct about that. That was in 1950 
hen. 
Mr. Kean. Do you know who you talked to down there ? 
Mr. Finnecan. I talked with Mr. Connelly. 


91550-—52—pt. 1-36 





5oS INTERNAL REVENUE INVESTIGATION 


Mr. Kean. Mr. Connelly. And Mr. Connelly did not say: “Wait « 
minute. Hold your horses on this thing. There is a possibility that 
vou may get something better if you hold the job”? 

Mr. Finnecan. No, we didn’t get into any discussion along that 
line at all. 

Mr. Kean. There was no indication of that? 

Mr. Finnecan. No, sir; not that I recall. 

Mr. Kean. He just said, “I prefer you don’t resign”? 

Mr. Finnecan. Well, I don’t recall that there was any of that 
conversation at all. I just said I would like to be released, that | 
felt that I could possibly be of better service on the outside. 

Mr. Kran. And did he accept that and say nothing? Or did he 

y, “Please don’t”? 

Or did he say, “I will carry that on to the boss, carry the message on 
to the boss” 

Mr. Finnecan. Well, I imagine, I presume, that I talked to him 
after he came back to Washington after the st: iv at Ke Vv West the 
second time. There were three different occasions that I talked about 
being released. 

Mr. Kean. The last time you had word back that they did not 
want vou to resign ? 

Mr. Finnecan. I would say that would be the third time that 
happened. 

Mr. Kean. All three times, then? 

Mr. Finnecan. Yes; the last time was in October. 

Mr. Kean. And all three times you got word that the authorities 
that be did not wish vou to resign ? 

M. Finnecan. Yes, sir, Mr. Kean. 

Mr. DeWinpv. On any of those occasions that Mr. Kean has referred 
to or on any other occasion, was anything said to you about the possi 
bility of a better post ¢ 

Mr. Finnegan. A better position, you mean ? 

Mr. DeWinv. Yes; with the Federal Government. 

Mr. Finnecan. No. I mean, I was never offered any position. 

Mr. DeWinp. That wasn’t what I asked. Was there any mention 
rr suggestion of a better position ¢ 

Mr. Finnecan. I don’t believe there was any. To my best mem 
ory there was no mention of obtaining a better posit ion. 

Mr. DeWrxp. That is again to the best of your memory. Ther 
was never any suggestion, insinuation, or mention / 

Mr. Finnecan. To the best of my recollection, there was not. 

Mr. DeWinv. If anybody had ever mentioned to you in any way 
that you might be considered or suggested or put up for Commis 
sioner of Internal Revenue, would that not have stuck in your memory 
very clearly ¢ 

Mr. Fixnecan. I think it would. I think if I was offered the 
position it would have stuck in my memory. But just mere talk, 
discussion around—that wouldn't. 

Mr. DeWinpv. Just any talk or discussion around by whom? 

Mr. Finneran. Oh, T mean by anyone. By individuals that you 
might meet along the street. 

Mr. Kean. Mr. Chairman, could I ask a question ? 
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Would you have considered yourself fitted to the job of Commis 
sioner of Internal Revenue? You have testified that you were not in 
any Way a tax expert. 

Mr. Finnecan. I was not a qualified tax expert. And again, the 
position of Commissioner of Internal Revenue would be an admin- 
istrative position, and I have never felt myself unqualified for any 
idministrative position. 

Mr. Kean. You believe, therefore, that it is perfectly proper to 
have the Commissioner of Internal Revenue one who is purely an 
administrator and one who knows nothing or very little about taxes ¢ 

Mr. FinnecGan. Well, that is a matter of opinion as to whether 
or not the Commissioner should be a man who is a tax expert, or as 
to Whether or not he should be an administrator. 

Mr. DeWinv. Mr. Chairman, unless there are other questions that 
the committee have, | would suggest that Mr. Finnegan be released 
subject to call. 

Chairman King. You may step down, Mr. Finnegan. 

Mr. Finnecan. Thank you. 

Chairman Kine. Mr. Hugh Finnegan, would you come forward, 
please? You have been previously sworn, Mr. Finnegan. 

Mr. Huen Finnecan. Yes, sir. 

Chairman Kina. Be seated, please. 


FURTHER TESTIMONY OF HUGH FINNEGAN, MANHASSET, LONG 
ISLAND, N. Y.—Resumed 


Mr. DeWinp. Mr. Finnegan, in connection with the Estate Re 
search Bureau matter, on May 2, 1949, you received a check for $629 
from the Estate Research Bureau. For what wasthat payment made ? 

Mr. Hueu Finneoan. That was for payment to the Hydroplane 
Corp. to meet payments where the Hydroplane Corp. owed some 
money. 

Mr. DeWixp. Would you elaborate on that a little more / 

Mr. Hueu Finnecan. The Estate Research Co. paid me a check 
to pay some payments that the Hydroplane Corp. owed to different 
individuals, 

Mr. DeWinv. What individuals did they owe money to? 

Mr. Huen Finnecan. Well, they owed it for research work. They 
owed it for blueprinting work. And they owed it for engineering, for 
a trip to Chicago one gentleman made for an airplane motor. I be- 
lieve it was to give us some advice as to which airplane motor we 
should put on the plane. 

Mr. DeWinp. And for all of that work the corporation owed $625 ? 

Mr. Hueu Finnecan. Well, they owed more than that. 

Mr. DeWinv. Why did you receive $625 / 

Mr. Hucn Finnecan. Because I advanced the rest of the money. 
You see, there were only two of us, or, 1 mean, there were only Mr. 
Marco and Mr. Friedman and myself, who had any finance, had any 
money, due to the fact that Mr. Ullum and Mr. Sunset didn’t have any 
finances, 

Mr. DeWinv. How was the amount of $625 arrived at ? 
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Mr. Iluan Finnecan. Well, as I explained before, in a meeting they 
promised to advance as much as a thousand dollars to the Hydroplane 
Corp., to me, to meet expenses and to pay legal fees to my brother t 
the amount of $2,000. And for that, in return, they were to receiv: 
all the insurance of the Hydroplane Corp. if it was successful. 

Mr. DeWinxp. Well, why was that shown as a fee paid to you, Mi 
Finnegan ¢ 

Mr. Hvucu Finnecan. I couldn't tell you that. I don’t know how 
they kept their books or anything else. I wasn’t a part of the Estat 
Research Co. 

Mr. DeWunp. Would it be a matter of a tax deduction against a 
capital outlay ¢ 

Mr. Hueu Finnecan. That I wouldn’t know. 1 don’t know any 
thing about tuxXes, 

Mr. DeWinp. How did you keep your books, Mr. Finnegan ¢ 

Mr. Hluau Finnecan. I had no books. 

Mr. De Winn. \\ ell, how was the item of S625 ree orded on the book 


ol the corporat Ol) ¢ 


tT} 


Mr. Huau Finnecan. There was no recording on any books of the 
drop! ine Corp. as to the amount received. We had to meet th 
| 


hy 
bills as thev came dn. 

Mr. De Winn. Wasn't that pavyinenta pavinent that should be show: 
on the books of the Hydroplane if it was in fact made to Hydroplane / 

Mr. Hvuau Finnrecax. When we made payments, Mr. Ullum was t 
keep the hooks, but he never kept any books. 

Mr. DeWinp. Did you report this sum on your income-tax retur! 

Mr. Heau Finneean. Yes; I did. 

Mr. DeWtxv. Did you report it as income / 

Mr. Hucu Finnrean. Yes; I reported it as income. 

Mr. DeWinpn. The sum of 86257 

Mr. Huen Finnrean. No: I reported the sum of $1,250 as incony 
| didn't recelve S120 from them. | only recelyve dl it thousand dollar 

Mr. DeWinxp. Why did you report $1,250 as income / 

Mr. Hueu Finnrean. Well, they sent a slip to me. T hadn't se 
them for some time, and they sent a slip to me that I received $1,250 
I didn’t receive S1.250. I received a thousand dollars from them an 
they charged off some $250 they said they had advanced me for trip 
to Washington. 

Mr. ly Winp. Well, now, tell me this. Why, if this was an advances 
to the Hydroplane Corp. to pay its debts. clid you report it as youl! 
income / 

Mr. Hucu Finnrean. Because they advanced it to me to pay dif 
ferent bills of the Hydroplane Corp. 

Mr. DeWinp. Was it a loan to you? 

Mr. Huau Finnecan. Well, they agreed to advance that muc 
money to me to Hydroplane Corp., because there was only two of u 
who could meet the payments of Hydroplane Corp. 

Mr. DeWrnp. Are you telling me that the money was advanced t 
you so that you would pay income tax on it, and then you were to tur 
it over to Hydroplane / 

Mr. Hvuen Finnecan. I don’t know anything about taxes. Whe 
they present an earning, I will declare it. 
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Mr. DeWinp. Didn’t it seem a little peculiar to you that you should 
pay income tax on money which was advanced for the affairs of Hy- 
droplane ? 

Mr. Hvueu Finnrean. No; I don’t think it did. 

Mr. DeWinp. Why was that your income at all? Why was it 
income of yours at all, if what vou say is true 4 

Mr. Hy Gil FINNEGAN. | had to have One \ Lo pay the b IIs of Hy 
droplane Corp. 

Mr. Dy WINp. Yes. 

Mr. Hiveau Finnecan. So they advanced me the money. They 
agreed, There were no arrangements of gifts or at vthi or else. They 
agreed to pay as much as a thousand dollars to Hydroplane Corp. to 
cet it started. 

Mr. DeWixv. And why did you report that as income ? 

Mr. Hueuw Finnecan. I was given an earnings slip. I had to re 
port it as Income , 

Mr. DeWinxp. Why did you have to report it if it wasn’t income? 
\pparently the Estate Research Bureau thought they had pa | you 
neome, a fee of Some kind. 

Mr. Huen Finnecan. Well, I never received any fees. 

Mr. DeWinv. Mr. Finnegan, you have been a business executive 
for many years. Can you really pretend to be so ignorant about such 
hings at this? 

Mr. Iiven Finnecan. I don’t know. I made a lot of mistakes, and 
Iw ll continue to ! ike tiem. 

Mir. De WInp. Well, per! tps vou have made son ! tial 


} 
()> 


? 


Div YT Oran as to suppose if mone advil ead toa 


Ol 


rporat LIS TO in reporte aus VOUr OW) ThCcOo ; 

Mr. Hueu Finnxveax. When 1 wey send ye lip, vou report it a 
Mr. DeWinp. You mean the Estate Resear Burea 

Mir. Huei FInNecan,. Yes, 

Mr. DeWinp. Whi ev send vou a », do vou em / 
Mr. Huei Fixnxrcan. | had to report it, b e they sent me a 


Vir. DeWinpn. Thi that? J I[fydrop e { 

vy didn't vou say, “T ntmine”’? Jj elieve ’ 

exe tive vou e that lene l real 

Mr. Il i J Wi L hav 

ii tell vou of othe 

Mr. DeWinp. Per ps we ought t it me of your ot 
sng ibe 

Mr. Huen Finnecan. [I have made them, and maybe you have made 


Mr. Kean. I think at t] time, Mr. Chairn 7 t be a good 
lea to tind out something about t Hydroplane Corp. 

What was the f ! 1 3M ti ol thi IL ch Corp.¢ It was 
orated New Yo ¢ 


ry il 
Mr. Hueu Finnecan. That rio 
Mr. Kean. How mu tock was issued 7 
Mr. Hugu Finnecan. The stoek issued was— was S88.000 of 


capital. 
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Mr. Kean. Twenty-eight thousand dollars of the capital? 

Mr. Huau Finnegan. No, a 100,000, But 51,000 was still retained 
by the Treasury. 

Mr. Kran. I did not get that. 

Mr. Hueun Finnecan. The company still retained 51,000 shares 
It never was sold. 

Mr. Kean. So, 49,000 shares 

Mr. Hue Finnecan. Was given out to the captain, Clarence Ullum, 
myself, and Mr. Marco and Mr. Friedman. 

Mr. Kean. Who did you say they were? 

Mr. Hucu Finnecan. The captain had the bulk of it: the in 
ventor. 

Mr. Kean. He got 

Mr. Huei Finnecan. The majority of the stock. 

Mr. Kean. And he did not pay anything for it, I suppose ¢ 

Mr. Hueu Finnecan. No. That was given to him for his inven 
tion. 

Mr. Kean. For the patent é 

Mr. Hueu Finnecan. That is right. And the balance was by 
Clarence Ullum, myself, Marco, and Friedman. 

Mr. Kean. And you each put in how much money in buying stock, 
each of you ¢ 

Mr. Hugu Finnecan. They didn’t put in any money. The captain 
or Mr. Ullum didn’t have any money. 

Mr. Kean. The captain did not, and Ullum did not? 

Mr. Hvuen Finnecan. That is right. 

Mr. Kean. What was his connection with it ? 


Mr. Huau Finnecan. He was the one who promoted the captain 
Mr. Kean. You mean he was the contact man between you and the 


captain ¢ 

Mr. Hucu Finnecan. He was the contact man or promoter. 

Mr. Kean. And then the only money was put up by you and Fried 
man ¢ 

Mr. Hueu Finnecan. That is right ; $3,844.30. 

Mr. Kean. Was that in stock? 

Mr. Hucu Finnecan. No; that was not in stock. That was in pay 
ment of bills. Nobody put up any money for the stock. 

Mr. Kran. Well, somebody must have put up enough money for the 
corporat ion to be at least organized and geta charter. 

Mr. Hugu Finnreax. About $150, I think it was, that I paid. Mr 
Ullum was supposed to be an attorney at one time. 

Mr. Kean. Who had this balance of stock, then ? 

Mr. Hucu Finnecan. It remained there in the company. 

Mr. Kean. You mean the captain had all the stock and you had 
nothing ? 

Mr. Hueu Finnegan. No: I said I had 4,000 shares of stock. But 
I didn’t put up any money for the stock. 

Mr. Kean. You had 4.000 shares ? 

Mr. Hugu Finnecan. That was due me for my work trying to get 
the company started, 

Mr. Keax. You got 4,000 shares for the $150 you put in? 

Mr. Hueu Finnecan. No: I said I got 4.000 shares of stock for th: 
work I put into the company of trying to get the company started. 

Mr. Kean. And how about Mr. Friedman ? 
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Mr. Hvueu Finnecan. Mr. Friedman then put up a thousand dol 
lars, that he got stock for. 

Mr. Kean. How much stock did he have / 

Mr. Hueu Finnecan. Two thousand shares of stock. 

Mr. Kean. So he paid 50 cents a share for stock ¢ 

Mr. Hueu Finnecan. Well, there was no price. 

Mr. Kean. Well, 2.000 shares for a thousand dollars is 50 cents a 
share. 

Mr. Hvueu Fixnnecan. But there was no price on that. 1 would say 
he advanced a thousand dollars. And for that also they had given 
the office space, free rent in their office, and they got stock for that. 

Mr. Kran. The Research Bureau gave you office space and also 
stenographic help? 

Mr. Hueu Finnecan. Yes: for about 3 months. 

Mr. Kean. And then the $3,800 that you put up afterward was an 
advance to the compan’y ¢ 

Mr. Hvuen Finnecan. That was a loan to the company, which I was 
to be reimbursed for later on. 

Mr. Ki AN. Did you vet a note from the company for it / 

Mr. Hueu Finnecan. No; I never had a note from the company on 
it. In fact, I never had any note for any moneys I have ever loaned. 
I am in business now, and there is money I have advanced, 87,800, that 
I don’t have a note on. You can verify that by just calling on the 
phone now. 

Mr. Kean. The only trouble with that is that that is all mght as 
long as your good friends remain alive, but if one of them happens to 
die, with a lot of money, his executors cannot recognize a note that 
does not exist. 

Mr. Hugin Finnecanx. L know. After this is over, I think I will go 
back and get a note on that $7,700.) And IT can give you the man’s 
name. IT have only known him a year. He has $7,700 of mine, and 
| don’t even have a prece of paper on it. 

Maybe you are right. Mr. DeWind. Maybe | do make some boners. 


I can give you the man’s hime right here, and you can verify it over 


t 
‘ 


the phone. 

Mr. Kean. Then this company was a company which actually had 
mid in $1,000 by Mr. Friedman, and that was all the money paid in, 
Everything else was a loan ¢ 

Mr. Huan Finneoan. That is right: by me. But we were trying to 
ell the balance of the stock to someone, with controlling interest. We 
! id the controlling Interest to sell, so that we could sel] the controlling 
nterest to someone, some boat company, or someone, to get us really 
tarted. l approached quite | few people try Ing to sel] the stock. | 
mean, big people, like Mr. Raeb, who was vice president of the Manu- 
facturers Trust Co. And it was such a radical departure in boats 
that you ean verify it by calling Mr. Raeb, who is with the Manufae 
turers Trust; and another person, Mr. Vogt, who is vice president of 

ie Guaranty ‘| rust Co. l tried to sel] those type of people, to vet 
nem interested ol have them advise me, who would be people who 

ould really invest in this type of boat, because this t\ pe of boat Wits, 
they felt, too, a radical departure. But I still feel that if the 
nanciers got a hundred thousand dollars to really engineer this boat, 

c would really have a boat that could be used for defense, be ause the 
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boat was supposed to do 75 miles an hour with a 6-inch draft, shell 
draft, one pontoon design, and I still think it has great possibilities. 
But it will need a lot of capital to engineer and design the craft. 

Mr. Kean. Now, here was a corporation with $100,000 capital. 

Mr. Huen Finnecan. Yes. 

Mr. Kean. And they saw fit to pay legal fees of $2,000, was it, 
to your brother ? 

Now, what services did your brother render to the company to make 
it worth paying those legal fees for a corporation which only had 
SLOO,000 capital ¢ 

Mr. Hueu Finneean. I would like to just make a statement on 
that. I think my brother explained correctly as to the meeting wit! 
Estate Research. The Estate Research was to pay my brother for 
legal fees to protect them from any litigation that might artse fron 
the Iivdroplane Corp. And they in turn—they had a pretty LOOU 
nvestment if it went through—were to get all the insurance of the 
Ilydroplane Corp. 

Mr. Kean. Well, what experience had your brother in New Yor 
corporate law, by which he was able to advise this Research Corp. 
to their rights ?¢ 

Mr. Hugu Finnegan. 1 don’t know anything about the law. | 
im nota lawyer. I was the one that suggested iy brother to be the 
counsel, and they suggested that they would retain him on a fee 
of $2,000 to protect their legal rights so that they would not be im 
volved nh any litigation clue to the fact th il here Was no capital, or in 
uny financial difficulties or anything else, on account of the Hydro 
plane Corp. 

Now, as far as corporation law or New York law or invthing else, 


[am not versed inlaw. Lam not a lawyer. 

Mr. Kean. Well, Dam not either. But it does appear to me sort of 
unazing that, knowing the complications of law and how law 
different in each State, the corporation should employ a lawyer, n 
matter how experienced and he wood Missouri law, to protect 

moi tters with reference to New York law. 

Mr. Ilveuw Finnecan. I wouldn't be able to answer vou, Mr. Ke 
because t Was my first venture ny line of b ess. | was en 
| ‘ | { | ‘ ld you if r 25 Vit Lait t oOrpo I | © | dl 

ive oO ce I tnhy lay Ve! ind lg 1» yf Hei ind | (I 
vie f os maybe tha re ! il, but Id ve to co 
rh\ IW VeCTS. 

Mr. Kean. Well, your testimony was contrary, therefore, to t! 
restimol 7 { your broth 4 th morning, where he stated that at fi 
tely the payment was not made by the Estate Research Bureau | 

¥i wade to h m by the Hydroplane Corp. 

Mr. [Ty II I INNEG w. We I, i@ Tight have een confused, but 
tho that the agreement wa nace, because the Estate Researe hc 
vi »p him a fee the same as they were to pay me a tho ! 
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Mr. Ki AN. And if he reported on his income tax that he had re 
ceived this money from the Hydroplane Corp.. I should think that 
he Government people would have been ifter him. be ause there 
would have been a slip from Estate Research that they had paid him 
£9 000 of legal fees. 

Mr. Hueun Finnrean. Mr. Kean, I don’t think the Hydropla: 
Corp. was in position to pay anybody. In fact, they still owe money. 
In fact, that is why I resigned. I think the bills 
accumulated at the present time. 

Mr. IKKEAN. That was one of the reasons for thi questions I am 


| » 1 
are apout SSLUUU 


asl ing. 

Mr. Huen Fixnecan. That was the reason I jumped off the hot 
eat. 

Chairman King. Do you wish to inquire further of Mr. Finnegan 
Counsel ” 

You may step dow! 

Mr. Curris. Could I ask Mr. James Finnegan a couple of qui 
tions, just very briefly / 

Chairman Kine. Come forward, Mr. Finnegan. 


TESTIMONY OF JAMES P. FINNEGAN, FORMER COLLECTOR OF 
INTERNAL REVENUE, ST. LOUIS, MO.—Resumed 


Mr. Curtis. Mr. Finnegan, you have testified that you contacted 
somebody at the White House about three times in reference to) - 
ne: is that meht ? 

Mr. Finnecan. Yes, sir. 

Mr. Curris. Whom did you talk to? 

Mr. Finnerean. I talked to Mr. Connelly. 

Mr. Curris. All three times? 

Mr. Finnrean. Matt Connelly on two occasions; also the Pr 
dent of the United States. 

Mr. Curtis. When did you talk to the President of the United 
States ? 

Mr. Finnrean. In October, I think, of 1950. 

Mr. ¢ URTIS. Wi re you present in t] e White Hor se 

Mr. Finnrean. Was I there inthe White House? 

Mr. Curtis. Yes. 

Mr. FInneGan. Yes, sir. 

Mr. Curtis. What did you tell him ? 

Mr. FinneeGan. I told him 1 would like to be relieved of my position 

Mr. Curtis. What did he say ? ae 

Mr. Finnrean. He stated., as T will repeat, as Mr. Kean brought 

very vividly, that they were not in a position for replacem« 

it that time. 

Mr. Curtis. That was October 1950? 

Mr. Finnecan. October 1950: ves, sir. 

Mir. Curtis. Now. was that the last of yo r three calls to the W ( 


T / 
if) ; 
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Mr. Fixnecan. Yes. No; back in March—I am trying to get 


myself straight on dates—that is the third time I told you I was back 


there. 
Mr. Kean. Excuse me. I understood you testified that the first 


time you had tried to a was the time you had seen the President 

Mr. Finneoan. No; I didn’t say. I said that I had talked to Mr 
Connelly. I hadn’t talked to the President about that, at that time 
If I left that impression with you, [am sorry. 

Mr. Kean. You think it was the third time that you talked with 
him ¢ 

Mr. Finnecan. The third time; yes, sir. 

Mr. Curris. That is all. 

Chairman Kine. The committee will now 
o'clock tomorrow vx-h 

(Whereupon, at 5:13 p. m. Tuesday, Oc tober 9, 1951, the hearing 
was adjourned until 10: 30 a.m. Wednesd: Ly, October 10, 19): D1.) 


adjourn until 10:30 
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WEDNESDAY, OCTOBER 10, 1951 


House oF Representatives, 
St BCOMMIUTTEER ON ADMINISTRATION OF 
rue Inrernau Revenve Laws or 
re Com™irrer oN Ways anp Means, 
Washington. D.C. 

The subcommittee met at 10:40 a.m.. pursuant to recess, in the matin 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King, O'Brien, Kean, and Curtis. 

Present also: Adrian W. DeWind, chief counsel to the subcommit 
tee: Bruno Schachner, special counsel: Stanley S. Surrey, special 
counsel; Charles S. Lyon, assistant counsel; Donald Schapiro, assist 
ant counsel; Joseph H. Flom, assistant counsel; and James W. 
Dowling, chief investigator. 

Chairman Kine. The subcommittee will be in order. 

Chis morning the Subcommittee on Administration of the Internal 
Revenue Laws will hear testimony by the Honorable John W. Snyder, 
Secretary of the Treasury. We had wanted to hear Mr. Snyder at 
the outset of these hearings, but we understand the pressure of other 
DOUSTNeSS required his presence out of the City last Wednesday. We are 
pleased to have him here today. 

Mr. Secretary, u vreat deal of publicity has attended Upon recent 
vents involving the Bureau of Internal Revenue. Since the Bureau 
perates under your general supervision, we would like to have your 

t Xpression of views with respect to the present state of affairs of the 
Dureau of Internal Revenue. 

We are concerned with such matters as the many reports W hich have 
ome to us of widespread corruption In the Bureau, the advisability 
f permitting collectors of internal revenue and other Bureau officials 
o engage in outside business activities while occupying Government 

positions, and we have also concluded that it would be advisable for 
he Bureau to inaugurate a program of obtaining periodic financial 
reports from all personne! who deal with the public on tax matters. 

On all of these matters, the subcommittee wants to know the posi 

tion of the Treasury Department, 
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STATEMENT OF HON. JOHN W. SNYDER, SECRETARY OF THE TREAS- 
URY (ACCOMPANIED BY CHARLES OLIPHANT, CHIEF COUNSEL 
FOR THE BUREAU OF INTERNAL REVENUE; AND THOMAS C. 
ATKESON, CHIEF OF THE MANAGEMENT GROUP OF THE BUREAU 
OF INTERNAL REVENUE) 


Se pore SNYDER, Mr. Chairman and ventlemen, I have no pre 
wate atement this morning. When | was down here with you on 
the S1st of July, I gave you a statement at that time which was put 
in the record, and it woul | simp ly be re peti itious to re pe at that state 
ment at this (ime, giving you a sort of general picture of the back 
ground of the Internal Revenue his tory for the past 10 years. I would 
like to reiterate at this time the statement that I made to you on that 
occasion: that the Internal Revenue Bureau, and certainly the Treas 
ury, want to be as helpful as it can be to this subcommittee in this 
study. We welcome this investigation, and I hope that during the 
course of it your subcommittee will have occasion to go into rather 
extended detail as to the amount of work that has been done in the last 
tor 5 vears in the reorganization of the Internal Revenue Bureau, 

Chairman Kine. Mr. Secretary, at the outset of our discussion, I 
would like to get out of the way a matter which has greatly con 
cerned our subcommittee. 

As you know, as a result of the studies conducted by the subcom 
mittee in the early part of this summer, we recommended at the end 
of July th ita Ss} stem of periodic checks on financial affairs of the 
Bureau emp vees who deal directly with the public in tax matters 
should be inaugurated. 

This matter has been the subject of long discussions since that 
time between the subcommittee and its staff and the Treasury Depart 
ment. Can you tell us now what your ultimate decision about th: 
sub ommittee’s recomnme ona: if) ion is? 

Secretary Snyper. Why, yes, Mr. Chairman. 

If you recall, when we discussed this before, I was more than will 
ing to try to work out something of an appropriate nature to carry 
out the belief of the subeommittee that such a check would be help 
ful and be productive of good. Our great problem was, at the time, 
that it appeared that the questionnaire submitted would, if the entire 
Revenue Bureau was circulated at one time, be very costly in time and 
In money to do, in order to vet the right effectiveness: an ul it was 
-ugvge ted that we start an ec helon program of m: aking t] iose studies. 

The new Commissioner had just come into office at that time, and 
he was concerned about some of the morale prob lems of the ques 
tionnalire. 

Recently, in the last few days, have grone over this matter very 
carefully with the Commissioner, and I told him that l feel like. 
with the revised questionnaire as he presented it to me this week, if 

» subcommittee feels that eood results will come from it, we oug! I 

go along with you and circulate that questionnaire. IT have asked 


im to convey that to the subcommittee, and I hope that he has al 
ready done so. But we will be more than willing to extend every co 
operat on possible in the distribution and collection of that ques 


tionnaire. 
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[t is going to be difficult, as you know, in auditing those question- 
naires, and there will be a great volume of them, but we will do everv- 
thing we can to be helpful. , 

Chairman Kine. Mr. Secretary, I am sure the whole subecommit- 
tee is pleased the LD partment has decided to accept our recommenda- 
tion. Itis my view that a periodic financial check, coupled with other 
measures suc h as the { aretful audit ot tax returns, which has already 
been assured, will make a material contribution to the establishme nt 
of nece Ssary supervision over the Bureau emplovees, ana it will also 
materially contribute to the restoration of public confidence 
Bureau. 

Che form of the questionnaire, I have here: and. 

I believe at this point it should be made a part of the record. 

Do l hear obj ction ¢ If not, it is SO ordered. 

(The form of quest lonnaire referred to is as follow 5.) 


rtment, Internal Revenu 


Name 
I 


2. Address ; 
3. Date first appointed to Internal Revenu 
$+. Title of present position 
Oilice to which attached 
Are you married * » 
How many children have yout: (a) Dependen 
(b) Nondepen 


(other dey ndent 


List all assets, or eve } ¢ you and your im 
tober 31, 1951 


nmediate fam 


Assets: 
Cash in banks See item 10 
Cash anywhere See item 11 
lone from othe 
Automohiles 
Securities 
Real estate 
Cash surrender 
nsuranc 
Personal effects 
held furnishings 
Other assets 


Total assets 


List all liabilities, or everything we, of yourself and 
family as of October 31, 1951 
Liabilities : D 
Current obligations 
Notes payable To whom 
Mortgages payable ro whom 
Other debts in execs 
of S200 


Total liabilities 


Net worth (total assets less total liabilities) 





570 INTERNAL REVENUE INVESTIGATION 


®&. List below the sources of funds of yourself and your immediate family for 
each year indicated. (If you do not Know the exact amount of any item 
write “not over” before such item. ) 
Year ended Year ended 
Receipts : 12/31/49 12/31/50 
Your gross salary 
Your income from outside business or employ 
ment—-item 21S 
Spouse's gross income from business or employ 
ment 
Other seurces (such as, rents, dividends and 
interest, sale of assets, borrowings, pensions, 
wagering winnings, royalties, redemption of 
I S. bonds, repayment of loans made to 
others, ete.) Itemize in detail 
rifts, bequests, and legacies of money and 
property from others than your immediate 
family ‘(including purchases of goods and 
services by others for you and your immedi 
ate family Describe in detail if total for 
“aris more than $750.00) 


Potal re eipts 


. List below the disposition of the funds of yourself and your immediate family 
for each year indicated. (If you do not know the total amount of any item 
write the words “not over” before such item. ) 

Year ended Year ended 

Expenditures 12/31/49 12/31/50 
Family and household expenses (food, heat, 

clothing, utilities, telephone, domestic help, 
miner household repairs and improve 
ments) 

Rent or payments on dwellings(s) 

Recreation (entertainment, clubs, vacations, 
travel, sulimer camp, etc.) 

Insurance premiums and retirement deduce 
tions 

Federal income taxes 

Gifts and charitable contributions 

Automobile purchase, repairs, and mainte 
nance 

Investments and Savings (real estate, stocks, 
bonds, etc.) . 

Others (itemize any expenditures in excess of 
$200 for household furnishings, jewelry, 
silverware, paintings, tuition of children and 
room and board away from home in school, 
wagering losses, taxes other than Federal 
income, medical and dental bills, interest 
paid, repayment of loans, other than mort 
gage on dwelling, ete. Minor expenditure 
can be grouped under heading “miscel 
laneous”) ‘ : 

Total expenditures $ 


. 


10. List the checking, savings, postal savings, building and loan brokerage an 
other accounts maintained by you and your immediate family since 
January 1, 149. 

Name and address Name in which Approximate balance 
of bank, ete account carried Cype of account as of Oct. 81, 1051 
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11. Have you or your immediate family rented or used any safe deposit boxes 
since January 1, 19497 If so, furnish information below 
Name and address of Person in whose 


nha ne 
bank or vault box held 


Amount of cash 


Total 


iv. List all securities owned, such as United States Government 


bonds, stocks 
certificates of deposit cashiers checks, money orders, ete Itemize 


Total 


is. List all life insurance policies held by you and your immediate family 


Name and addres Py pe of Date Annual Cash-s 
Name of insured of insurer poliey ae 


Hirod pmrer 
juired |’ ! 


Totals 


14. List all other assets, such as investments in partnerships, joint ventures, et 
(which includes any investments in outside business activities) 


Total 


Have you or any member of your immediate famils 
(a) since the date of your appointment to the Internal Revenue Serv 
received gifts, bequests, or legacies, the aggregate value of which 
received from any one person exceeds $2,000.00 % 

(b) at any time received an amount in excess of 385,000.00 by way of a 
gift. bequest, or legucy % It so, cive details 
Have you or any member of your immediate family at any time received pro 
ceeds from the sale of assets (house, farm, securities, etc.) in 

in excess of $5,000,007 . If so. 


an amount 

rive details 

Do you or your immediate family have custody or control over any cash or 
other property of value of more than $1,000.00 which is owned by someones 
outside your immediate family (such as executor, administrator, trustee, 
custodian, agent or bailee) ? If so, give details 

Do you now have, or have you had in the past two years, any employment or 
business activities in addition to your Government 

If so, give full details 

List below the office of the Collector of Internal Revenue with which vou and 
your immediate family filed income tax returns for the years 1945 through 
1950. 


employment ? 


Person filing Collector's Office 
45 
RES 
147 
1948 
1H 
150 


| certify that this statement, together with attachments, if any, 


: Is complete 
nd correct to the best of my knowledge and belief. 


Date 
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Chairman Kine. As you know, our subcommittee has conducted 
an inquiry into the conduct of all of the collectors of internal revenue. 
Only yesterday Mr. Finnegan, former collector in St. Louis, appeared 
before this subcommittee, and some of the testimony of Mr. Finnega: 
has shocked every member of this subcommittee who was present, 

Mr. Finnegan told the subcommittee, among other things, that on: 
factor in his accepting the appointment as collector was a prior assu 
ance that he could spend as little time on the job as he liked; and 
he also told the subcommittee that he spent less than half a day o1 
the job, when he appeared at his office at all. 

He stated that one of the principal attractions in this job, for him, 
was the opportunity to find jobs for people, other people. 

Mr. Finnegan also stated that he did not consider that the job 
required any technical knowledge of the tax system or of the fune 
tion of any division of the office under him. He also stated that, 
while the job was primarily an administrative one, he himself had 
no administrative experience. 

Mr. Finnegan also testified before a Senate committee that the col 
lector’s job was one of the few remaining jobs that a Senator had 
to give in which the holder of the job had completely free rein and 
was not tied down by any restrictions or regulations. 

Our subcommittee cannot reconcile the views of Mr. Finnegan wit} 
the requirement of collecting over S60 billion a year in revenue. Dy 
you think, Mr, Seeretary, that the Government should pay $10,000 
a year for the half-day services of collectors who have neither technica 
competence nor single-minded devotion to their difficult jobs ¢ 

Secretary Snyper. Mr. Chairman, I think you will recall that, whe: 
I was with you the last time, I told you at that time that since Jan 
uary of this year that is a specific understanding with new appointee 
as collectors: that they will have no outside operations, and that they 
will devote their time to the collector's office. 

Now, to go back a little, ] want to show you the problem that deve! 
oped there, and what steps were tuken to meet the general situatio 
at the time I came into the Secretary's office. 

Between 1940 and 1946, at the time I came into office, the tax co! 
lections had risen from $5 billion per annum to $40 billion per annum. 
and today they are running around $50 billion. Well, in that shor 
period of 4 or 5 years, the volume had increased eight times in t! 
dollar collections of revenue. An organization had to be built up t 
meet that situation rapidly, after the passage of the Tax Acts in t} 
early 1940's, at the very time that we were having heavy withdrawal! 
from the labor force into the Armed Forces, and also into the defer 
plants, and later the war plants. And we found largely that thy 
Treasury Department, those in charge at that time, and in the Inte: 
nal Revenue Bureau, were sore put to get suflicient qualified person 
to take over those important jobs. 

When I came into the Treasury Department in 1946, within | 
months after coming into office I started a program of management 
improvement. I induced Mr. Wiggins to come as Under Secretary of 
the ‘Treasury, and he undertook the organization and development of 
the better-management program. 

We have had some most interesting results from that. I gave 
the subcommittee, each member of the subcommittee, a COPY of ar 
port on that situation. 
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The fact that the Internal Revenue had increased their employees 
by more than double in a very few years there, from 24,000 to about 
54,000 in about 4 or 5 years’ time, is evidence of the great difficulty 
that they had to meet in expanding the organization. 

When I went into the Treasury—back in 1940, before the large ex- 
pansion, about 20 percent of the employees in the Internal Revenue 
Department or Bureau were in the Washington oflice—we started a 
decentralization program because of the size and necessity of decen- 
tralizing, until today there is only about 714 percent of the employees 
of the Bureau located in Washington. 

Now, that involved a tremendous management project in itself, 
because vou had to develop then a supervisor’s program that would 
help or keep up with that decentralization, and that has been a very 
lifficult problem because throughout that whole period of the post 

ir period, as vou know. we have hada high degree oft productivity 

this country, and prosperity, and there have been iobs available 
if much more interesting salaries than we have been able to offer in 
the Bureau, and we have tust had to work on the problem of readjust- 

ent of all of the activities of the Bureau. and at the same time work 
toward newer policies in the operation of the whole Bureau. 

I think we have made considerable progress, and I am sure that the 


ith Sar : - gy ; 
1 Commissioner will furnish all of the details of the new program of 
O00 supervision of the Various operations that Wwe have undertaken. 


ca We have been able in | vear, mn Isis), we showed at Siy ing in detail 
work of over 1.000.000 tmnan-hours, which was transferred, that effort 
Was transferred, to the enforcement side. 

lo give you some notion of how that was developed, in 1946 we ex 
mined over 4.582.564: showing that without any great increase in 
did that through lnprovement in the effi 


the number ot people, \\ 
the offices, and through a better interest we 


e 
enc of the Operation ot 

ere developing Monge I he emplovees themselves, 

In 1943, right after the larger income tax had become effective, we 

id 16 million refunds that were made, totaling BOOS 00000, and we 
paid out SVIOvV6000 in interest on those refunds. We have rot that 
organized to the point where, although we have had 29,800,000 re- 
funds last vear, totaling S1.600,000000, we did it at an interest cost 
of about sll. million. So that is evidence of the great lnprovement 


nd advancement that has been made there in vetting a better organi 
mation. 

The number of returns filed in 1940 was 19 million, and in 1951 it 
vas 82 million. ‘That gives vou some notion as to the increased work- 
oad that has had to be undertaken by the Bureau. 

In 1940, there were 8395,000,000 in additional tax assessments: and 
by “additional tax assessments” | mean those are tax assessments over 
ind above those reported in the tax returns. This is due to investiga- 
tions and follow-ups and examinations, and things of that sort. 

From 1940, those additional tax assessments increased from $393 
million until last veal they amounted to S1.S96.000,000, It shows the 

creased effectiveness there that has been worked out. 

Now, this gives you just some notion, which we would be glad to 
furnish you in greater detail if the subcommittee would like to have 
t, of the tremendous job that has been done in increasing the eflicieney 


the operat ion. 


91550 at F 
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Now, of course, we had to take over an organization that had grown 
up rapidly and over a long period of time—it grew up rapidly in a 
short period of time, but it had evolved over a long period of time, 
of customs and practices in the Bureau. We had to go about tha 
reorganization in a fashion in which we enlisted the interest and tlu 
support of the people in the Bureau itself. I think that we have hac 
very effective results in doing that, and I can assure you that it ha: 
heen my instructions to all in the Bureau since I have been in there. 
that we want to create an honest. fair, and eflicient organization. | 
think we have tried to do that. We have met with many problems, 
of course, along the way, but we have tried to correct them as we wet 
along and as they developed. 

Chairman Kine. I think that there is perhaps little doubt in at 
informed citizen’s mind, Mr. Secretary, that next to our unfortuna 
international situation and the efforts of our Defense and other de 
partments there, that your job and your Department’s job has probably 
been second in difficulties. I think as far as your own efforts a 
concerned, they have been extremely meritorious. 

However, this testimony of Mr. Finnegan yesterday, IT would jus 
like very much to have you elaborate on. As I have stated, it w 
startling, to say the least, to the subeommittee, and I am sure that i! 
will be equally startling to citizens throughout the country, that th 
man, in a most responsible position, testified as he did. And I just 
would like very much to have your comments on this gentleman’ 
testimony. 

Secretary Snyper. Well, unfortunately, T have not had an oppor 
tunity to read his testimony, Mr. Chairman, but from what you hav 
just quoted to me from it 

Chairman Kine. Those were the high lights of the testimony that 
were most startling, involving his testimony. 

So retary SNYDER. It has been a detinite part of our program t 
see that the collectors were taking a very active part in the operatio 
of their various offices. I think that a check—and you are going t 
have an opportunity, Mr. Chairman and gentlemen, this week or thi 
“| of this month, the Commissioner has called his collectors 
here to go over all of these new programs with them, and you wi 
have an opportunity to personally see the type of people that are 
those jobs, and to talk with them about their attitude toward thei: 
ilities. I think that that will be very helpful and ver 





respons! 
effective. 

Chairman Kine. Now, Mr. Finnegan served as collector in Si 
Louis some 7 years, I believe, approximately, and to be more direct 
you certainly have not had knowledge that this man was able to o! 
tain from his superiors or men in the revenue service at a higher le) 
than collector, the understanding that if he took the position he wou! 
not be required to pay much, if any, attention to his job as collecto 

Secretary Snyper. I can only speak for myself. T have certain! 
giver no such privileges to any collector who has come into the Inte: 
nal Revenue Department since IT have been Secretary of the Treasury 
and there has been no such statement made to any collector of t] 
nature. 

Chairman Kine. Do you believe that any collector, regardless « 
how able he has been, found it possible to set up an efficient office unde: 
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him, and to act as collector, with the duties incumbent upon him, and 
do it in an hour or two a day, 2 or 3 days a week ¢ 

Secretary Snyper. Well, my views, of course. are very clear on 
that, and J think that when a man undertakes any public service, he 
should devote the proper amount of time to that operation. I think 
the job of collector is becoming so important and of such a widespread 
coverage, that it is going to require the biggest part of his time in 
the office, superintendi iw and directing the Operations of the collee 
tor’s ofhice. 

Chairman Kine. Do you not further agree, Mr. Secretary, that by 
virtue of the very imposing title, “collector of internal revenue,” it 
should just automatically require that the men selected should be of 
considerable standing and substance in their community / 

Secretary Snyper. Yes: I believe that very fervently, Mr. Chair 
man; and as I told you, beginning last vear we began to make t! 
requirement that he must devote his time to the office and have no 
outside connections. because I think that the job | has renched a pol t 
now, as you have said, in stature and dignity and in importance, that 
t is going to require his full time in the job. 

Chairman Kine. It has appeared to thi 
of the pro Jems that have recently heen 
the ( ollectors of internal revehue, have HY olve dl I; ore hy colle <CLOrS who 
are not devoting their full time to the technical and ofte nh d flic ult 
and demanding job of collecting the revenue. What have you to sav 
tothat ? ; ; 

secre tary SNYDI R. Th it. | would have to have SO checks on. and 
| just do not know the exact amount of time that these men under 


iis subcomin ttee That most 
brouelit ta helt IMnVOLY he 


on are devoting. I do not know of any that have quite the 
experience that you have just stated, I will be elad to look into it. 
<q; miitmah KIna. ‘| he re sat least on e, nnd pe rhaps two, Mir. ~ecre 
ry, that the subcommittee has knowledge of. that prot pt one | 
pe it will not be shown—but it prompts to she sa 
e of dereliction, I will call it. of their du IS \ 
lv hope that the proportion is net going to go bevend. and | 
( » of the subcommittee. md ab vrat fi ad. he ‘ ‘ 
of yours Was issued, proh biti at least the mt of 
the subeommittee ha oo  facckairs to its knowledge, and I 
you are neverthel ss to be commen led fer ti ping t 1)! 
ond I think that that would be generally agreed upon by tl 


ommittee. 
Do you think that there has been a close relationship in fail res of 
tegrity in those cases in which collectors have viewed t | 
prestige positions which may contribute to the success of their othe 
vities! ‘That was another very interesting phase of Mr. Finne 
's testimony ‘that the prestrore of ne ollector. part cularly wit 
derst ming that little if an \ duties were Inve Ived. was the cor 
eration that prompted most men in most communities to be 
ted in having the job. 
retary Swyper. Mr. Chairmar . | think that vo ire going to 
to the contrary on that. 1 think we have some very fine. out 
ne men mn the cathe ‘tors’ jobs. I think wher you talk with some 
lem, VOU will find that they consider their respol sthilities with a 
t deal of er: iwity: and | agree with you, and IT certainly have 
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every reason to believe that the number that would take the attitude 
you have just described will be very few. 

Chairman Kine. I hope so, Mr. Secretary, and I have reason to 
believe that we have perhaps gotten into the worst of them early in 
our Investigations. 

But do you not believe further, Mr. Secretary, that to not require 
administrative experience in a man who seeks this position, and to 
not require a past tax experience in a man seeking the position, is 
in itself an opening for incompetent men, however charming and able 
they are in other fields, to be confirmed! Do you not believe that 
somehow or other your Intelligence Unit could work on nominees and 
inform the appropriate committee of the other body, who confirms 
these men, just what the opinion of your Commissioner of Internal 
Revenue is with respect to such men’ Now, we know there are fine 
men Who adapt themselves quickly and study and equip themselves, 
but im spite of the fact the other body confirms these men, is it not 
your opinion that more information apparently than has heretofore 
been available should be made available to the appropriate committee, 
particularly in connection with a man who has had no previous admin- 
trative ability in his past background, being aware that he is going 
to administer hundreds of men and women in a most important pos! 
tion, plus the further fact, as I will reiterate, he has had no past ex- 
perience concerning tax matters in his background ¢ 
~ Secretary Snyper. I think that I have already pretty well assured 
you on that, Mr. Chairman, when [ spoke awhile ago of the fact that 
lity and ith 
portance that it required a constantly nereasing amount of ib lity In 


Phese j ros were bec yraninigy « f such it Scope i! a respolts iy 


idministration, 

Chairman King. Mr. Kean will inquire. 

Mr. it \N. Mr. Secretary, vou have yUST Dade whin sftomen most 
remarkable statement. You said, in speaking of a meeting of col 


ectors, “Wwe will have the OpPporcunily to see what kind of people are 
thes rob ae Do you not, as Secretary Oot the ‘Treasury. now know 
what kind of people are in these important jobs / 
Secretary Snyper. Of course I do. That is why T can speak w 
Tol surance as to what, if you want to meet them, vou will find. 


[ have made it a custom, as I go around the country, to call in, in every 
city where I visit, I call in all of the Treasury people and sit dow: 
and have a conference with them, and get acquainted with them, and 
find’ out what their problems are. IPf there is any way we can help, 
certainly. 

Mr. Kean. I assumed that. but from this statement, the way you 
were referring to “wel? who do you mean bry “we? 

Secretary Snyper. I meant the subcommittee. 

Mr. Kean. Oh, I see. 

Secretary Snyper. If I said “we.” 

Mr. Kean. That clarifies it for me. 

Mr. Secretary, during much of the period when the collectors wh. 
are now under charges, were active in their jobs, you were Secretar) 
of the Treasury. Now, the Bureau of Internal Revenue is a Lyrvaanne 
of the Treasury Department, so in the chain of command. you had 
the responsibility for the proper functioning of the Bureau. 

Now, just how much supervision did vou give to these | 
tors, or did you turn over practically everything to the Burean / 


ocal colle 
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Secretary Snyper. Well, I think that IT have given you evidence, 
Mr. Congressman, that I have taken a very keen interest in the policy 
making program of the Bureau of Internal Revenue. The actual oper 
ation of the Bureau must, of necessity, be in the hands of the Com 
missioner, that responsibility. It is delegated to him, but with the 
full understanding that there would be constant discussion and con 
ference on polices hhatters and on any other matters of portance 
connected with the Bureau. 

Now, I certainly assume the full responsibility, and [Tam not shirk 
ing any of my responsibility, and there is a limit, sometimes, to what 
vou can dom t hie Wal of logisties, and the time and space elements. 
‘And | Cub assure vou whenever any irregularities ol derelietions 
have heen disclosed, that they have been ipproprratels weted pol . 
and there have been definite instructions to the ¢ OllMIssioher tf 
we did not want to permit such in the Bureau. 

Mr. Kran. Well, vou did) not, then, pav very much attention to 
the question of personnel, and it was more the question of policy ¢ 

secretary SNYDER. Except to vet aequa nted with the typ ol 
people that we had. as 1 told you. Iho omv Visitatrons to the offices of 
the country, ind T think that it would be a most beneficial and help 
fil thing for some of the subcommittee to vo into some of our leur 
offices and see the fine manner in which thes are conducted, 

Mr. Kran. Mr. Secretary, can you review for me what occurs 
when there Is a vacancy in a collector's office, and of course, I realize 
that. first of all,a recommendation is made by the Democratic polities! 
organization in the area. 

Secretary Snyper. Under the present circumstances. That used t 
be. also. the Republican. 

Mr. Kean. OF course, by Whatever party is in col trol, and Tam: not 
eriticizing that, in the area in which the collector was to serve. 

Then whiat check = | ace, and hy whom, as to his abil ty. his eX 
‘nee, and lus vu fevrityv, before ‘vou reconnnend to the President 


rq 


t} il hyis hate be -ent down to the Senate / 


Secretary Snyper. A very careful check is made through the | 
te! rence Section of the I} reat. ania those are becoming nerens!) aly 
Stl fas there hie (teve oped the heces-> t\ for s ih caret | invest 
vation 


VI: Ky LN Wi I}. those che ks ure only made of his honestv and 
mteeritv by the I) telliwenes Bureau. are they not, al ad they do hal 

eck his al iHlitv and experience 

Secretary Snyper. His general reputation: ves, as 

Mr. Kean. His general reputation. But his experience and his 


. } } 
i 1 


bility to function in the position, who checks that, other than what 


, 


] 


ever the dominant party lender mn the area does ¢ 


secretary SNYDER Mor rece!) thy. Wwe hive Deel Golg pretty thor 
Mii Ky LN. (> have heen. rierhit along / 
Secretary Snyper. In the last collector or two. we have 


me very 


re 


efiritely nto that. | enuse if has developed that that Thipportaant. 
Mr. Kean. Previous to that, vou did not do se, is that rig 
Secretary Sxyper. His general reputation was all. 

Mr. Ki aN. They dlid hot check on the fact ot whethe he Wits 
capable of handling his job? 


} 
+ 4 





== 
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Secretary Snyper. Well, they checked very carefully into the man’s 
general standing, and that sort of thing, and it was long-established 
procedure, you know, and it has been ever since the Bureau was 
created, and it takes time to develop those changes in policy, and 
which I have certainly shown a great deal of interest in, as you have 
seen by the reports that I have submitted and by the activities in the 
Bureau itself. 

Mr. Kean. But previous to the time when investigations were 
started, there was no check made as to that ? 

Secretary Snyper. A general check; yes. 

Mr. Kean. As to his ability to handle the job? Do collectors ex 
ercise broad authority over the work assignments of their employees 
and their promotions in the service / 

Secretary Snyper. Yes, in their own office, they exercise consider 
able authority in the assignments of the work and their recommenda 
tions for promotion. 

Mr. Kean. That is done by the local collector ? 

Secretary Snyper. That ts correct, and Tam sure that that is the 
case: and we have Mr. Atkeson here, and I would like to ask him 
about that. This is Mr. Atkeson. 

Is that not the case? 

Mr. Arkeson. Yes. 

Secretary Snyper. Mr. Atkeson says that, of course, the broad policy 
rules are laid down by Washington, but the administration of them 
Is 

Mr. Kean. It is up to the collector, and if the collector wants to 
promote somebody, he just goes ahead and does it? 

Secretary Snyper. He cannot do that, because we are ruled by the 
Civil Service Commission. 

Mr. Kean. In accordance with the Civil Service ¢ 

Secretary Snyper. It has to be in the framework of the Civil Serv 
ice Commission rules and regulations. 

Mr. Kean. Do you believe that a man who has little knowledge on 
appreciation of the work of his office should have this type of author 
ity over the careers of the people under him? 

Secretary Snyper. Well, I think they ought to be qualified—a 
man ought to be qualified to run his oflice: ves, sir. 

Mr. Kean. Mr. Finnegan testified that he thought that out of the 
(4 collectors, there were not more than a dozen who he would conside: 
were experts on taxation. 

Secretary Snyper. Well, he probably 

Mr. Kean. He said it was an administrative job. and there was no 
need for any necessity of a knowledge of taxation. Do you agree with 
that / 

Secretary Snyper. I think that he presumed a little on his authority 
for judging the other collectors. I would have to make a check on 
that situation to get you any percentage as precise as 15 or 16. T an 
quite sure that you will find, though, that the collectors, generally 
speaking, are keenly aware of the tax problems, and spend a great 
deal of time in studying those problems, because. as T see it developed 
in our general meetings when we have them here, the type of questions 
they ask and the interest they take in the problems. 
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| could ask some of the Bureau people what their views are, but 
vou were asking me mine, and my general belief is that the majority 
of them or more than a majority are keenly aware of the tax situation. 

Mr. Kean. Do you think that they should be tax experts? 

Secretary Snyper. Not necessarily tax experts, but certainly well 
versed in the general tax problems. Asa matter of fact, I would think 
that a man who is a successful businessman would be the type of man 
o put inan administration of such an office, and he would have a deti- 

ite understanding of tax implications. But when it gets into the 
expert field, why, that is something else again. 

Mr. Kean. I can see where technical problems with reference to 
estate taxes, and even technical problems that some corporations run 

to, you cannot expect them to know. 

Secretary SNyper. Or excess profits taxes. 

Mr. Kean. And sometimes members of the Ways and Means Com- 

ittee have difficulty in understanding some of the problems we run 
) against. 

Now, While in theory the supervisor in charge is supposed to review 

approve assignments and promotions, has this not been pretty 

wha pro forma matter, and has not the real authority been left to 

e collector ¢ 

Secretary Snyper. Of course, again—but please remember I am 
not shedding any responsibility, because I assume what responsibility 
is mine—but I must point out again that we are tightening up on that 
procedure under this new supervisor's arrangement which we have 
augurated recently. But the inauguration of that grew out of our 

“lies under the hinhnavement program, that showed that such a 
procedure was appropriate and that we should develop a type of supe 
sory operation. 

Mr. Kean. In fact, under the past system, has not the supervisor's 

> been primarily that of a persuader rather than a supervisor ¢ 
Secretary Snyper. | think that that is true. The job has been to 


vo in and try, through leadership ana encouragement, to bring about 


ese Improvements in the program. 

Mr. Kean. But under vour new program, he will become more than 
persuader ? 

Secretary Swyper. That is correct. 

Mr. Kean. There was no way that a supervisor in the past could 

trol the collector W ho would not be cooperative 

Secertary Snyper. Except through an appeal, maybe, to the Com- 
ssioner himself. to talk with him, or something of that sort. He 
d no authority m the field to direct a collector to take any specific 
tion 

Mr. Ki AN. | understand in One cCuse, which had some notoriety, one 
f the former collectors who is now under indictment. that the whole 
tuation might have been avoided if the supervisor had been able to 
»more than simply warn him against his course of conduct 

Secretary Snyper. That case is one which awakened us to the ne- 
-sity of tighter supervision, and more authority in the supervisor. 
Mr. Ky AN. The mnvestigations conducted by this committee have 
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revealed that a disproportionate number of the cases in which em 
ployees have been charged with misconduct involve the collector’ 
office. Do you think that this proportion is somewhat attributab); 
to the past system of appointment and control of collectors ¢ 

Secretary Snyper. | think an investigation or analysis of the mat 
ters that are before the committee would show they largely grow out o! 
outside activities rather than the internal operation in the office itself 
and that would indicate certainly that a tighter arrangement 
hecessary. 

Mr. Kean. Mr. Finnegan, in his testimony yesterday, stated that 
he had three times attempted to resign, once in IM49 and twice i 
1950. And he testified that the President himself had told him he 
did not wish him to resign, and he testified that again, the President’ 
secretary, Mr. Matt Connelly, told him the same thing on the telephor 
from Key West. 

Mr. Finnegan also testified that he had discussed the matter w 
you about a year ago, and that you also told him not to resign. — | 
this so? 

Secretary Snyper. Not to my recollection, Mr. Congressman. — | 
August of last vear, Commissioner Schoeneman— 

Mr. Kean. In August of last year? You mean August of this pres 
ent vear? 

Secretary Snyper. In 1950, it is my recollection that the Commis 
sioner and I both suggested to Mr. Finnegan that he should resign 

Mr. Kean. That was in August ? 

Secretary Snyper. That is my best recollection. 

Mr. Kean. That was in August of 1950? 

Secretary Snyper. That is my best recollection. 

Mr. Kean. That is probably subsequent to the first two times that 
Mr. Finnegan said he attempted to resign and that the President— 

secretary SNYDER. I have ho knowledge of those attempts, 

Mr. Kean. Because he said one time was in 1949; and then he called 
at Kev West. and I just take it for granted that the time he called at 
Key West was in the winter, which would have been the winter of 195 

secretary Snyper. I cannot testify on that. 

Mr. Kean. Did you have any conversations with Mr. Finnegan him 
self on the subject of resigning ? 

Secretary Snyper. In August: ves, sir. 

Mr. Kean. In August ? 

Secretary Snyper. That is right. or somewhere in that neighbor 
hood. 

Mr. Kean. And you and Mr. Schoeneman met with him and sug 
gested at that time that he resign ? 

Secretary Snyper. As T reeall it. Mr. Schoeneman talked with hu 
first, and then came over to miv office. 

Mr. Kean. That was 7 months before he actually did resign, wi 
it not ? 

Secretary Snyper. Yes. 

Chairman Kine. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Secretary, T was interested in your response to 
question by the chairman concerning the situation with the collect: 
at St. Louis, Mr. Finnegan, in which you told how the Bureau « 
Internal Revenue had grown, both in personnel and in the amount o! 


money collected. 
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We are aware that that is true, and we are aware that there has been 
a big problem to build up an organization. I, for one, do not want 
the public to lose all confidence, and 1 do not want the taxpayers to 
believe that every individual with whom we deal is either lax or is 
dishonest, for I believe that the vast majority of this great army of 
workers they have are honest. However, I was not quite satisfied with 
your answer, because It related to collectors of internal revenue. 
~* Now.as a matter of fact, the number of collectors has not increased. 
has 1t¢ 

Secretary Snyper. It is about the same; 64. There are 65 provided, 
but there are only 64 at the present time. 

Mr. Curtis. And they should be men who are capable and who tend 
io business, and who carefully report and pay their own taxes, even 
fweare only collec ting so billion of revenue: is that not correct ¢ 

Secretary Snyper. That is correct. 

Mr. Curtis. They should be well supervised ¢ 

Secretary Snyper. | agree with vou. 

\[r. Curtis. So that the faet that the org mization has Crown would 
be no explanation of any unfit personnel or any lack of supervision, 
o farasthe collectors are concerned : is that not right 4 

Secretary Snyper. There might be some angle there, but I think 
generally speaking that that is certainly correct. 

Mir. Currts. Now. the collector is the individual whose name ap 
pears on the tax notices that the taxpavers receive; is he not? 

Secretary Snyper. That is right. 

Mr. Curtis. Many of the news releases and announcements in the 
irious collectors’ districts are in the name of the collector, and he 

ie No. 1 man to the average citizen. The preliminary investiga 
tion that we have made in half a dozen or more of the collectors’ 
is quite disappointing to this committee and, while T recognize 


he problem of building a great organization and the problems you 
vould have with the great army of employees that vou need. [ do 
not feel that that problem is such that there would be any excuse for 
it has happened in the field of collectors. 
Now, you have, in the Treasury Department, a list of enrolled 
orneyvs and accountants who are authorized to practice before the 
Preast ry Department: is that not correct ? 
Secretary Snyper. That is correct. 
Vr. Curtis. Do you know the name of the attorney who re presents 
‘Government on that Committee on Practice / 
Secretary Snyper. Mr. Oliphant will furnish that. It is Allison 


Mr. CURTIS. ] have before me a synopsis of a case in reference 

one Martin W. Powers. of Boston. who Wills admitted to practice 
efore the Treasury 20 years ago, and subsequent thereto he was 

irged with a larceny and pled guilty to 23 counts, and he was 
ntenced to not more than 4 vears, and he was disbarred from the 
Massachusetts bar on the 14th of June 1939. 

As of July 13,1951. his name was still on the list of those admitted 

practice before the Treasury Department. What have you to say 
bout that ? 

Secretary Snyper. T knew nothing of it. and T will certainly look 


dtry to find out what the Story of that is 
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I might say at this point, Mr. Congressman, that we have start: 
a thorough analysis and recheck of the general counsel's office, a1 
we will be mighty happy to have your committee sit in with us a 
we go into that study and that analysis, because as your chairma 
and counsel know we have inaugurated that, and we will be happ 
to have you take a part in it in any fashion, because we are havi: 
a general restudy of the whole procedure, and the operation of th 
particular phase, of the legal phase. 

Mr. Curtis. This committee has information that one Abraha: 
Rappaport, ¢. p. a. and attorney, testified in open court in the Gaine) 
case in New York, in 1950, of the payment of a bribe to Deputy 
Fasilla; and he has never been prosecuted, and I can understand that 
as it is our information that he turned State’s evidence or Gover 
ment witness. But he is still on the enrollee files of someone autho) 
ized to practice before the Treasury Department. Do you know abou: 
that case? 

Secretary Snyper. No, sir. 

Mr. Curtis. We also have information of one Benjamin Rashkobe: 
an accountant, and he was a taxpayer’s regular accountant who calle: 
in Rappaport, and also testified in open court confirming Rappaport’ 
story of the bribe, that he was present at the time, and he has nev: 
been prosecuted, which there may be some reasons for. But he is sti 
on the file of those authorized to practice before the Treasury 1 
partment. 

Secretary Snyper. I understand that you are going to permit « 
investigation here, and a report of the situation on these; is that 
correct ¢ 

Mr. Curris. Yes; but I primarily wanted to know what attentio: 
that Committee on Practice has had. One of your subordinates may 
answer, if you wish. 

Secretary Snyper. Could | ask our general counsel of the Bures 
to respond? 

Mr. Ouieuanr. It might be helpful to explain the set-up of wha 
happens with respect to enrollee cases. They are handled by a con 
mittee, and the chairman of which, Mr. Graves, has two assistant 
and both of the assistants are men entirely outside of Government, 
and they act as a committee with respect to applications for enro 
ment and disbarment. 

That matter is handled, and they report directly to the Under 
retary of the Treasury. There is a Government lawyer in the genet 
counsel’s oflice of the Treasury who represents the Government in t! 
cases, 

I should Say that there are some 97,000, as I believe, enrolled pel 
sons to practice before the Treasury Department. In a volume ope! 
ation like that, of course, it may take some time in the particuls 
investigation to get down to what should be done with respect to 





particular enrollee. 

Mr. Curris. In that regard, is it not true that one stenograp! 
could periodically keep in touch with the bar associations in the 
States and the Territories, and be brought up to date upon disba: 
ments, and check that against your list? That could be done; cou! 
it not ¢ 

Mr. Ovreuanr. It could well be done. 

Mr. Curtis. But it has not been done ? 
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Mr. OurpuHant. I do not know, because it is not a function of my 
office to handle it. 

Mr. Curtis. I might mention another case I had, one Henry W. 
Packer, also of Boston, and his crime was larceny of $17,000 from 
an estate, and he pled guilty and was sentenced to imprisonment, and 
he was disbarred in Massachusetts in 1945: and also, on July 15, 1951, 
his name is not removed from those permitted to practice before the 
Treasury Department. 

Now, it cannot be said that this Committee on Practice does not 
vive any attention to these things. They recently turned down a young 
country lawyer, of good character, on the grounds that he stated in 
his application, on the question whether or not he held any Govern 
ment position, that he was attorney for the local draft board, where he 
serves Without pay and serves gratuitously as a public, patriotic sery 
ice, and he was denied his Treasury card. 

Now, if the law is so written that the ruling was necessary in that 
fashion, I wish you people would report on it, because | think it should 
be corrected, Certainly there would be no conflict of interest that 
would be material there. 

Secretary Snyper. We will certainly look into it. 

Mr. Ouipuantr. Could we have the name of the last reference, Mr. 
Curtis / 

Mr. Curris. I shall be glad to give it to vou, and I see no reason 
to bring it into this proceeding. 

Secretary Snyper. Give it to us privately, and we will look into it. 

Mr. Curris. If my information ts correct, in 1945 the House Ap 
propriations Committee investigated the office of Collector Delaney 
in Boston and found, besides evidence of gross inefficiency, found 
some $2,000 in March of Dimes funds strewn about in a file cabinet 
it the Boston office. Mr. Delaney was chairman of the fund at that 
time. 

What personnel changes have you made since those discrepancies 
were disclosed in the Boston office 4 

Secretary Snyper. I will ask Mr. Oliphant to give you a general 
comment on that. 

Mr. Ouienanr. I will give you a general comment on that, and 
| belleve the date, Mr. Curtis, is in 1947 or 1948, instead of 1943. and 
| believe the former collector was called before the appropriate com 
mittee here in Washington. and the entire matter was turned over 
to the Civil Service Commission under the Civil Service Commis 
on rules, for examination and report. 

Mr. Curris. I will be corrected as to that year. 

Mr. Ourruantr. Tam sure we will be glad to supply for the record 
the records of that examination and that report. 

Mr. Curris. But there was no major shake-up in Boston until just 
i few weeks ago: is that right? IT mean, so far as removal of any 

e is concerned 4 ; 

Mr. Ouirnanr. Not that we reeall. 

Secretary Sxyper. We will have to get the record there of the Civil 
Service Commission examination and report. 

Mr. Currts. I do not mean to repeat here but, as you know, the 
[louse is in session and there has been a call, so I will make this one 
brief, 
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Was it you, Mr. Secretary, or was it the President, who advised Mr. 
Finnegan to stay on as collector at any time after August of 1950? 

Secretary Snyper. I can only speak for myself. I did not advise 
him to stay on and, as a matter of fact, through the Commissioner, 
a number of times insisted that he should resign. 

Mr. Curris. You did insist that he resign ¢ 

Secretary Snyper. That is correct. 

Mr. Curtis. About when did you make that suggestion ¢ 

Secretary Snyper. I just put that in the record a few minutes 
ago, and my recollection is that it was in August, sometime, of 1950 

Mr. Curtis. To whom did you make that suggestion / 

secretary Sxyper. First to the Commissioner, | told him that hy 
should request the resignation; and later on Mr. Finnegan himself, 
when he came over to my office. 

Mr. Curvis. Did vou follow it up at any time after that suggestion 
to the Commissioner and to Mr. Finnegan ¢ 

Secretary Snyper. A number of times; ves, 

Mr. Kean. On the same subject, Mr. Secretary, Mr. Finnegan testi 
fied before us how anxious he was to resign, and now you have testi 
tied that you asked him to resign in about August of 1950, and that he 
refused to do so. 

Secretary Snyper. At the time he agreed to do it. 

Mr. Kean. He agreed to do it ? 

Secretary Snyper. That is correct. 

Mr. Kean. Why did you ask him to resign at that time? 

secretary Sxyper. Well, at that time, it was because of the general 
rumors around the city of St. Louis, and it was before we had the 
report of the investigation out there, and that was the reason for it. 

Mr. Kean. General rumors as to the conduct of his office? What 
do you mean by “general rumors” ¢ 


Secretary Snyper. Well, as to the conduct of the collector, but our 
investigation showed that there was nothing wrong in the oflice itself, 
nd there was non recularity there of serious hature, 

Mr. Kean. Do you pillors people on account of rumors ? 

Secretary Snyper. No, sir; we try not to, and it is a difficult job. 

Mr. Kean. If there were just rumors with reference to him, it does 
not seem to me that that was justifiable for asking him to resign unless 
you thought there was some substance to the rumors and unless you 
had some corroborative evidence. 

Secretary Snyper. It seemed sufficiently important that we thought 
ecessary to suggest that he resign, sir, because it was apparent that 
those rumors were of a rather persistent nature, and they were grow- 
ing out of some rather persistent circulations, and so we just thought 
t would be better to ask for his resignation. 

Mr. Kean. And you tell me that he stated at that time that he 
would resion ? 

Secretary Snyper. That is my recollection; yes. 

Mr. Kean. Your recollection is that he would resign ¢ 

Secretary Snyper. Yes, sir. 

Mr. Kean. And yet he did not do so for a period of some 7 months 

Secretary Snyper. That is correct. 

Mr. Kean. How did you follow up on that? 


t 




















INTERNAL REVENUE INVESTIGATION QSO 


Secretary Snyper. Through the Commissioner, my recollection 1s 
and I would have to verify these with my ecalendar—but I have not 
. seen Mr. Finnegan personally since October of 1950. 

Mr. Kean. That was a couple of months after your first conve 
sation ¢ 


Secretarv SNYDER That is correct 
Mir. IN iN. At that second conversation . did vou ask him “how about 
{ resigning vou pronised to do 
~ Secretary Snyper. ‘That is correct ; and the Commissioner, on a num 
) ber of times subsequent to that, took the matter up with him. 
Mr. Kean. Why, if he refused to resign for a period of 7 mont! 


aid vou not fire him f 
Secretary Snyper. For the very reason that you just stated: that I 


did not want to pillory someone on rumors until we actually had 
somet! ine defin te. Now, tl Cr something different between a k ne 


someone TO resigl and tn he hem. there is ad ference there. And so. 
for the very reason you advanced, I had no authority to fire anvone. 
Mr. Kean. You have not, but the President has. and the President 


ct rtammly would trake your recommendation, Deciiuse the Pres dent 


e his multitudinous things he has to think about. cannot be entirely re 
~} 4 ble for Wrist kA ap ( { ov 7 ! | eVer th ugh if sh 
owl Stat 


secretary SN YDE! Y. ’ 
Mi KEAN. \t that time he wa hal nder anv mnvestigation bv vou 





! 
Department / All vou knew about it was rumors ? 
] Secretary Swyprr. We had started an investigation after ely 
. these persistent rumors « t there, and that is correct. 
Mi Ki N \nd vou k ui that time t ft aroiwve 7 
{ ron? 
secretary SNYDI { el \ Wi id © OV nvesti@ato ] 
of cor isa grand jar vestigation of the « 
tself, 
Vii Ky N Was t i latthatt ie / 
Secretary SNYDI \long about that time. was it not ? 
Mr. Ourpuanr. The la of February or the first of March 
Secretary SNYDI Phat did not start until Februar 
Mr. Ky N It Wo i set | neu \ pretty late for we tn 
l 0 wl t] ! lias sta | 
Secretary SNY I rvineg to refresh y morv. and | 
t mber all of th haut but the oe | Coutise 
f | roar whe he Cerny - ry started rit ey fou | ot] rof 
- ous nature Wrong e ollie 1} they <oO 7 now , » LEED 
t session, and they have not reported finally on their second invest 
Sn Ql). Nothing ha been rey orted to is, howe V" roof any de] ratory 
e nature, in the office. 
Mr. KEAN, And the only reason you asked hi to. y } 
felt that there ere substantial rumors around. and that rol 
ly where there was so much smoke there might be some fir | 
vould reflect on the service in eveneral to have h m remain 7 
¢ Secretary Snyper. We just felt it would be better for nto resig 


nder the circumstances 
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Mr. Kran. And he did not state, when you asked him to at that 
time, that he had been trying to resign for years, and he welcomed 
this? 

Secretary Snyper. Not to my recollection, sir. 

Mr. Kean. It seems unusual, if he had been continually trying to 
resign, that when you asked him he did not say, “Well that is what I 
have been trying to do for the last year or so, and here it is,” and write 
it right out and send it in to the President. 

Secretary Snyper. I cannot answer about that. 

Mr. Kran. Thank you. 

Mr. Curtis. Mr. Secretary, when you appeared before this subcom 
mittee on July 51 of this year, you stated that you would make for the 
subcommittee a study of the outside business activities of the collee 
tors, and have you been able to complete that study ¢ 

Secretary Snyper. We have not had all of the replies, and we hav 
sent out inquiries to all of the collectors asking them about thei 
Various activities. 

Mr. Curris. What was the nature of the inquiry you sent out / 

Secretary Snyper. We will furnish you with a copy of the inquiry 

Mr. Curris. Witha COP) of what / 

Secretary Snyper. The inquiry. 

Mr. Curtis. Do you have it with you at this time / 

secretary ONYDER. I have not. 

Do you? 

Mr. OurpuAant. No. 

Mr. Curris. Now, there is another matter that seems important t 

ubconn ttee, involving hot only the collector's office but all of 
Revenue Service, ana that Is the problem of the supe! 
various Internal Revenue oflices from the point of view 
ring high standards of efliciency in the conduct the pa 
he employees, 

It is the information to this committee that apart: fron 
naucurated nspection service which has not vet really 
effect felt. thi Department has had ho reaular sVstem ol SUperVvisto 
Is that correct / 

Secretary Sxyper. Lam advised that there was no regular progra: 
and it was up to the individual supervisors in their various distri 

Mr. Curris. That is all, Mr. Chairman. 

Chairman King. Mr. Secretary, | was particularly interested int 
query of Congressman Curtis with respect to the Bureau of Practi 
in the Treasury, and | want to inquire a little further. 

Now, as | understand, the Committee is made ip of three men. 
that correct / 

Secretary Snyper. That is correct. 

Chairman Kine. One of whom is a Treasury employee, and t 
other two are just contributory citizens who give their time whenev 
called / 

Mr. Oureuantr. That is correct, and they schedule regular meet 
nes after | niunmiber ot CHses have bee I develope a to the porn W iit 
the applicant may be called before them to answer any question 
the Committee may have, 

hairman Kine. But this Committee has the authority to di 


olely with such (‘omimiuttee disbarment pro eect nes agi 


practice before the Treasury Department are had ¢ 
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Mr. OurewHant. The actual notice of the institution of disbarment 
proceedings i is from the Treasury Department. 

Chairman Kixc. From the Treasury Department, on the recom- 
mendation of this Committee? 

Mr. Outpuant. That is correct, except that the recommendation 
omes from the legal division and the hearing is before an examiner. 

Chairman Kine. It certainly occurs to me, Mr. Secretary, that this 
(Committee should become more active, and enlarged if considered 
feasible. I realize some 97.000 are now on the list. who have been 

proved through the years. 

Mr. Onreuant. That is correct. 

Secretary Snyper. That is correct. 

hairman KING. Those who have died or those w ho have been dis- 
irred and those who may have been unfitted for practice for a num- 
er of reasons, your committee has no way of determining, other than 
iat someone would notify them of such thing / 

Mr. Ourrnant. Iam not acquainted with the detailed operation of 

committee, but [ would want to make this statement : We have two 
irces of information, and we have complaints from outsiders, in the 

‘velopment of, for instance, income tax cases, where we will also 

ni onto irregularity on the part of an enrollee, and that case is then 

ken up by the committee. 

Chairman Kine. Tsee. It is possible, then, that with a list of some 
7.000, that many hundreds or even several thousand of that number 
( ould have long since been cleceased or out of eireulat lon for some ot her 
reason, and yet their names still remain on the list 4 

Mr. OnipHHaANnt’. Tl at could well be the ense, and there ure a good 
my men that are proud of the fact that they had a Treasury card 
years ago and they keep it up, whether they use it or not. 
Chairman King. Mr. Secretary, [ happen to know, and I believe it 
uld be generally acknowledged, that the possessor of one of these 
rds considers it rather an honor, and that Is, if disting@uishes he 
in perl ips more than he should be distinguished. And | know in 
iny cases it distinguishes him as some sort of an expert, that his 
tegrity certainly is established: and to present a card to a prospec 
ve client or be associated in any group and have it known that he 
sa card that entitles him to practice before the great Treasury De 
rtment of the country, it perhaps is a more important thing than 
in of us have realized. 

| certainly believe, and [am sure that you will see to it, that some 
forts are made to clear that list. 

Now, if Mr. Curtis has come into possession of just three cases, it 

quite likely that quite a number of men unfit to carry such a card 
re still carrying it, and perhaps profiting by having it in their 

OSSeSSLON. 

That b rings me to this point : : All of us are ce ‘rtainly proud of our 

pective States, and cert: ainly one from California has many reasons 

be proud, but our State, unsolicited, regularly supplies the Treas 
vy De ‘partment with the names of any persons, attorneys or account 
ts. Cc. D. “a. Ss. Or ot herwise. who have been convicted « are, mn the 
pinion of the proper State authorities, not fitted to neaetion before 
e Treasury; and TI understand that it is the only instance, and this 
strictly volunt: ary, and I believe because of that it lends and I think 

“up ports pe rhaps a cooperative effort WW ith the various States that 
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their Attorney General supply the Treasury Department with tly 
names of all of the attorneys of record, or certified public accountants 
who have been convicted of a crime, immediately on to the Treas 
Department to check their lists, and if such a person is on the list 
to be appropriately removed. 

Secretary Snyper. I can assure you that that will be done promptly 
Mr. Chairman, if it is not already done. Now, I am not qualified t 
testify on that subject, not having the information here—and I ex 
plained that awhile ago—but we will certainly look into each of these 
cases promptly, and into the whole pieture immediately. 

Chairman Kine. Very well; and now, Mr. Secretary, | want to g 
to the third collection district in New York. I understand that, fo 
lowing by some year and a half the knowledge that the man conduct 
ing that office was, for whatever reason, unfitted for the job, a most 
unreasonable period of time transpired prior to the time this collect 
was removed—lI believe a year and a half, approximately—and t! 
committee, I am sure, would like to know, if vou are able to do s 
your explanation of how that event could take place. 

Secretary Sy NDER, Well, itis a very simple explanation as to whia 
actually happened there, but we got indications that the office neede 
better supervision and better administration, and we put supervisor 
in there to see if there was some wavy of straightening the office out ar 
letting the collector continue in his operation there. 

We found out after 6 months that that was an impossibility, a 
that we did not believe that he could ever get around to the ability 
to run the office. At that time, he was asked to resign by the Con 
missioner, with full support of mine. Tle refused to resign, and 
immediately then began to try to find a successor for him: and in t 
meantime the supervisors were kept in the office and kept careful che 
ana b era al careful exanination of the whole office there. The tii 
paver did not or the office did not suffer by maladministration during 
that ye riod, and the collector had TRE’ duties that he performed dur 
ne that time in signing papers, as required by law, and in makin 
certain reports, and things of that sort, Sut the general operat 

















of the office was supervised by some of our men from this office here 
We had quite a number of recommendations for that job. and | 
know vou W ill be pleased to know the careful serutiny of those app! 


eants, and we did not find them qualified for the position. As se 
as we found a man who qualified and would be acceptable to the Co 
gress, why, his name was sent down very promptly. He is now 
the office up there, and IT have advice that he is starting off in a gor 
way. 


Chairman Kine. Then the collector was more or less restricted 
his duties during the time that the administration was seeking a 
successor ¢ 

Secretary Snyper. That is correct. 

Chairman Kine. And that your squad—I forget the name of 
at the moment took over, actually, the duties of the collector d 
ine that interval: is that correct / 

Secretary Snyper. A great many of them; and of course, the 
were some that are prescribed by law that the collector himself h 
to perform. 

Chairman Kine. He, in your opinion— 














INTERNAL REVENUE INVESTIGATION DSO 


Secretary Snyper. But there was an earnest effort to try to find 
comeone to take that job. 

Chairman Kaine. But. under the law. he was entitled to hold the 
job, as I understand it, until the successor was appointed / 

Secretary Snyper. That is right, 

Chairman Kine. And your difficulty was in finding a fit successor ¢ 

Secretary Snyper. That is correct. 

Mir. Ky LN. That hot necessarily true that he could hold the lob 
until his successor was appomted. The President could have tired 
him: could he not / 

Secretary SNYDER That is the way his commission reads, thoug! 
and, of course, if this collector had heen ruil ity of an irregularities 
or anvthing of that sort, why, then that would be a clith rent ! 
ter. But here was a man who was not guilty of anything other tha 
just poor administration, and we had that same compassion that yo 
recommended awhile avo, until we could find somebody that could 
by appropriatels appointed to tuke hi S place, , 

Mr. Xi AN. You have vot two steps you can take * Yo recan eihel 
fire the man or you can suspend: can vou not ¢ 

Secretary SNyper. You can suspend; that is correct—the Pre: 
dent cal. 

Mr. Kr AN. \"\ hisat LOeCS SUS pension mean 4 Does that mew! th if the 
man still draws lis salary, or that he just ter iporarily is out of the 
job! 


Secretary Snyper. [le ceases to draw his salary; isn’t that correct / 

Mr. Ourpuanr. Yes, sir. 

Mr. Kean. But the position is not vacant ? 

Secretary Snyper. ‘That is correct. 

Mr. Courtis. ©) more question, Mr. Se: retary, Coming back to 
the situation of your recommendation that Mr. Finnegan resien and 


your discussion with Commissioner Schoeneman about that. did 
eithel of you make that recommendation to th President 4 

secretary SNYDER, | am sure that ut some time before ! vet l 
resignation cume f Was thoroughly discussed : Ves, 

Mr. Curtis. With the President ? 

Secretary SnyperR. That is right. 

Mr. Curtis. Do vou know about when that was? 

Secretary Snyper. | would have to reftesh mv recollection. A 
vou recall, I went to the hospital alon vy about that time, and IT was 
out of circulation for several weeks, and I would have to check back 


is to exactly when those times were. 

Mr. CURTIS. ‘| hat was your conversation with the Presider t ¢ 

Secretary SNYDER. That is correct. 

Mr. Curtis. That is all. 

Chairman King. Mr. Secret Irv, as vou know, this committee 
been constantly kept aware and posted on the unfortunate sitnatio) 
n San Francisco, and from time to time we have consulted with t 
Department on the progress being made with the investigation ther 

Recently, you have felt compelled to obtain the Suspension by the 
President of the collector of internal revenue in San Francisco: and 
the (‘ommiuisstoner has suspended, in additic hh. a eood many of the 
key employees of that office. . 

Our committee will hold exhaustive hearings on that situat 
and for the present. Mr. Secretary, could you tell the comn 
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briefly what are the factors which enter into that situation which 
has led to the action of suspension and removal of the collector ¢ 

Secretary Snyper. Well, since last fall, along about Thanksgiving 
time, there have been or there has been a good deal of newspaper 
notoriety about the oflice out there, and investigations, and there have 
been grand jury investigations, and the mor: ale in the office had begun 
to show signs of deterioration, and in one or two cases it W as developed 
through our investigation out there, of our investigative agents. ‘The 
Commissioner determined to recommend that it was important that 
action be taken of a rather sweeping nature in order to protect the 
oper: ation of the office. That was the reason for the action taken. 

Chairman Kine. What prompted the Commissioner, if you know, 
to feel that such prec ipiti ite action was necessary ¢ 

Sec retary Snyper. There were two or three discoveries there, and 
I would have to check the details on it, but in one case there was one 
employee who had been guilty of some derelictions, a deputy collector ; 
and in another case there was a chap who was handling the funds of 
the employees’ group there, and had misused some of those funds; 
and there was one other ease there. Those were all revealed to our 
investigators within a few days’ time. 

This man, this deputy, was suspended, and he attempted to commit 
suicide, as I recall, and at that time created quite a to do that caused 
considerable disturbance in the morale of the office. So it was a case 
of taking a rather strong position, which demonstrates the great ad- 
ministrative problems of trying to be fair to people and at the same 
time to preserve the integ ity of your operation. 

Chairman Kine. Was Mr. Smyth, the collector in San Francisco, 
one of the sort who was just a@ part-time collector, or spent but little 
time in his ollice : do you know about that / 

Secretary Sxyper. I would have to check on that. My understand 
ing was that he spent a great deal of his time in his office, but I will 
be glad to check with those who have the definite information. 

Chairman Kine. Do you know, Mr. Secretary, whether or not Mr 
Smyth had prior collection or administrative experience, prior to hi 
ippomntment as collector ¢ 

Secretary Snyper. He was, I think, connected with the California 
State Savings Bond _— ision: is that not correct / 

Mr. Oureuanr. Yes, s 

Secretary SNYDER, Prior to his appointment to that job. 

Chairman Kine. You have informed the committee that under a 
newly inaugurated policy of the Department the collector must agree 
to devote his full time to the job. When was that policy put into 
effect ? 

Secretary Snyper. About the first of the vear. 

Chairman Kine. Was the new policy applied only to those newly 
appointed or does it go back over the field ¢ . 

Secretary Snyper. It takes time to work that out, and you cannot 
reverse the general policy of that sort that has grown up over a lovg 
period of years, but it takes time to work it out. It is our objective 
to work it out that way. 

Chairman Kine. It is your intention to explore all of the offices. 

Secretary Snyper. That is right. 

Chairman Kine. Individually to determine in each case? 
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Secretary Snyper. We now have such an investigation and such aa 
investigation is in process at this time, as to the time spent by each 
in his duties, of all collectors, and we hope to have that report, as we 
promised you, as early as possible. — 

Mr. KEAN. You testified that this questionnaire about the outside 
business which I believe I requested at our meeting of July 51, that 
vou had not gotten all of the answers yet. 

* Secretary Snyper. That is what I am advised. 

Mr. Kean. When did you send that out / 

Secretary Snyper. May. Task Mr. Atkeson to answer that. 

Mr. Kean. Yes. 

Mr. ATKESON. In answer to Mr. King’s question, the matter of 


checking on the outside business of the collectors and ot] 


er principal 
emplovees of the 3 reat Wa held 1) abevat Ce while the diseu sSSLORS 


were going on ih connection with this questionnaire that w: devel 
Mr. Kean. Why? What did that have to do with the question 


M \rkrson. For the simple reason the questionnaire duplicates 


ch of the information that we would have gotten from the othe: 
ivpe of Inquiry, and now asa matter of fact we have sent the letter to 


all of the collectors of internal revenue . to all of the revenue ugents 


n charge, special agents in charge, and others, because of the uncer 
tainty surrounding the eventual issuance of this particular question 
vine 
In that letter we requested these oflicials to advise us concerning 
he nature of why ou de empl Viren threat they mve which went to 
ny service that they rere red for which they eX! ected ComMpebsation 
ther by Wit ofa Irectorship or col sultant 0 san employee or 
lie rand we spell oul hi msider ble deta | \ ‘y the Secretary 
promised to put in the record, the type of information that we 
inted. 
Now. the ¢ Oppitiits (>) ! ssrred that letter | t W elk that The renson 
Wis delayed Wis 2 i indicated that we did not want to send the 
ter and then have the questionnaire go along. Now.as it has hap 
ned, it looks like we have sent the letter and now very shortly we 
I] be sending the qu OhnaAire, So thie re will be i duphieation there. 


But I understand that we have up to last 1 orhit about i) replies to 
those letters, ana now there ire about Lov) outstanding. ] suspect 
hat we will probably have all of thy replies either this week or early 
ext week, and we certainly will be happy to put in the record what- 
ver vou want concerning those, 


It was our intention. sir, to turn over to Mr. DeWind. your Coun- 
el, copies of those letters which indicated outside business. 
Mr. Kean. I must sav when the committee asked for something on 


July 51, and to have the thing finally sent out the middle of October, 


! the first week of October. even thor oh the secretary had acreed 


] 


7 


ail e Was Going to sel dit out. does not look tome like cood coopera 


! 
a by the Bure nil with the comniittee. 
Chairman King. It would have been simple, Mr. Secretary, I believe 
i agreed, to have had a call from one of your men concerning the 
| '\. hex wise, as Vo ! KI ow, wl en we collec tively Ol otherwise bring 
} ] ] 


{ (yuestior s Tory urd. tf makes if a litt e emoarrassing at times to 
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not have some sort of explanation as to why undue time has elapsed 
without our having the information. 

Secretary Snyper. | did not know about the delay personally, ana 
as you know, I have attended two international conferences since that 
time. As I told vou at the time, 1 was turning the matter over to th: 
Commissioner to work out with vou and that TL would back him up 
and he had my full support to straighten all of this matter out. 

Chairman King. 1L think in your case it is easily understood, Mr 
Secretary, but in the future it is very helpful and we know that vo 
are obliged to be occupied nnd considerably similar activities are tru 
with your subordinates, but it is very helpful when you find that, 
such as in this case, Vou feel it can be done in a certain time, to find 
that it is not possible, that we be informed. In that Wavy We can be 
put at ease. 

Secretary Snyper. | quite agree \ th vou, but [did not know about 
your being informed in this way. 

Chairman Kine. Mr. Kean is rather a strict taskmaster, and |i 
seems to make a point of seeing that things are done up shipshape and 
Just when they are supposed to be done, and I tind myself on the re 


cel\ ing end of some of his comments sometimes. 
Secretary Snyper. Well, there is no argument between Mr. Keay 
and me, whenever we make a promise we want to carry it out. Ther 


is no question about it. 

Chairman Kine. I want to go back again to that third district 
New York. It is my understanding, Mr. Secretary, that progressively 
on from 1945 the supervisors’ reports on the office were becoming 
progressively worse, so it is a more serious matter than [ previously 
stated when I indicated a vear and half has elapsed. It now appears 
that a very serious situation had arisen in the office and it was be 
coming progressively worse, we will say. to be lenient, from 1946 or 
Does that come to you as news ¢ 

Secretary SNYDER. The first [ knew about the SC TIOLISILECSS oft tl 
case up there was along about the middle of last vear and T doy 
think—I would like to refresh my memory on that—but the best I ¢ 
remember it Was brought to my attention last vear. Was it earlie 
than that? 

Mr. Ourpnanr. It was last veal 

Secretary Snyper. Last vear was the first that that had been brought 
to ny uttel tion and | simply could not vo down there and look afia 
of the details of the operation, but when they did get to my attentior 
we started to work in and trv to tind a wav of working it out. 

Chairman KIN. Who would receive the reports in clue course of 
such supervisors in the Department on a matter of this sort 

Secretary Snyper. Mr. Atkeson savs it is the Deputy Conmission 
of Accounts and Reports. 

Chairman Kine. The Deputy Commissioner of Accounts. 

Secretary Snyper. Yes, sir. 

Chairman Kine. Mr. Secretary, will you instruct someone to have 
this committee furnished with the supervisor’s reports on the third 
district situation from, say 1945 until the matter was finally settled ¢ 

Secretary Sxyper. It will be done. 

Chairman Kine. Mr. Secretary, our counsel has developed w 
the Bureau a method of procedure which will insure not only ob 
vations, but active participation on the part of the committee staff in 
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the management studies that are now going forward in the Bureau. 
I might interject right there that we are now quite satishied with the 
efforts we believe the Commissioner to be exe rting in assisting this 
committee in every way he can. Now, of course, there will be many 
matters that will come within the jurisdiction of the Commissioner, 
that the committee will certainly want to explore, but I am merely 
asking vou this question to have it firmly in the record. I am confi 
dent what the answer will be, but we want your assurance that from 
here out whether you are in the city or available to us. that everv 
possib le coopers itive effort and assistance will be rendered the com 
n ittee mn all matters that the committee might choose to look 

iepartments or divisions other than under Commissioner ay 

Secretary Snyper. Tecan assure you full cooperation, Mr. ¢ 

Chairman King. T think now, Mr. Secretar i] 
would like to have a full report: on the Sat 

romipthy us it cal possibly be brouelit tO Us. 

Secretary Sxyprer. The Commissioner has already proposed, I think, 
to the counsel that as soon as our supervisor comes back from that 
office. that he will come before the comnuttee and vive Vota full ve port, 
Isn't that correct, Mr. DeWind / 

Mr. DeWInp. Yes, it has been indicated that Mr. We chel will be 
back I think the end of this week. 

Secretary Sxyper. But the Comm oner has already told you that 
ne Ww ould have Mr. Wenel el, Assist int ¢ ‘omMuISS1onel ! “VW ene hel wl w© is 
out there col ducting the invest ewation. to vive vou the full | det: tits of it. 

Chairman Kine. Is Assistant Commissioner Wenchel 
he matter at the present time / 

secretary SNYDER s. Is ‘conducting t! 

had Ine 
(re there any ot 
I think, then. Mi 
nd LT want vou to | 
over and eiving u » information vou have. 


Secretary SNYDER Ir. Chairman, I rit 


il | wn probably Mio} »deeply vite oti Yo ( 
imvone ’ ) l bss bly Say a | cert 
rl is to see th l iter ot rrevulat { 


I know of the vital mportance of pub! e contide we operation 


‘ 


he Bureau. I think tis tauirto ate tha he ul 1 fee fi) ! hed 
files to the committee on anv Mattel Wi | to look 
to. and that so far most of these cases have ) ' “the part 
Bureau files, and we want to cor tinue that an anveEeh th: ut 
avatlable will be made ivallable to the committee as W se theta 
these corrective programs. We also want to get all of the help from 
he committee that we ean In any matters that come to their attention 


ch do not ret tool people inthe Bureau. We ure lo kk ne for ard, 


Tsaida witie aan. to a detailed studs into the work that bas vetually 
een done in trving to brine about a reoreanization of this huge opera 
on, so that if will be ar honest. fair ind able one i 
Chairman Kine. Mr. Secretary, our committee h: 

eive from Commissioner Dunlap his assura ces of complete sup 
to the eomniuttee in its work. His yssririalces } reeard I 
now have received your omplete Appror ul. The committee very 


I cerely hbelheves th itn itl tude of cooperat tO. free diss LUSSION) ofthe 
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problems as they arise, and close working relationships between th: 
committee’s staff and the Bureau will hasten marked improvements in 
the Internal Revenue Service. 

Thank you very much. 

The committee will now adjourn, and our present plans call for a 
resumption of hearings next Tuesday morning at 10: 30. 

(Whereupon, at 12: 20 p. m. the committee recessed until 10: 30 a. m 
Tuesday, October 16, 1951.) 
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TUESDAY, OCTOBER 16, 1951 


House or Represenvatives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revencve Laws of THe ComMItTTer ON Ways AND MEANS, 
Washington, DC. 


The subcommittee met at 10:37 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present : Representatives King, O'Brien, Kean, and Curtis. 

Present also: Adrian W. DeWind, chief counsel to the subcommit 
tee: Bruno Schachner, special counsel; Stanley S. Surrey, special 
counsel; Charles S. Lyon, assistant counsel; Donald Schapiro, assist 
ant counsel; Joseph H. Flom, assistant counsel; and James W. Dow 
ling, chief investigator. 

(Chairman Kine. The subcommittee will be in order. 

Mr. Shapirof Mr. Maxwell Shapiro? Will you come forward, 
sir ¢ 


Will you raise your right hand and be sworn? Do you solemnly 
swear that the testimony you are about to give will be the truth, thi 
whole truth, and nothing but the truth, so help you God ¢ 

Mr. Suapriro. I do, 

Chairman Kine. Be seated, Mr. Shapiro. 


TESTIMONY OF MAXWELL SHAPIRO, PRESIDENT, MAXWELL 
SHAPIRO WOOLEN CO., BOSTON, MASS. 


Mr. DeWinp. Will you give the reporter your full name, please. 
Mr. Shapiro / 

Mr. Suariro. Maxwell Shapiro. 

Mr. DeWinv. In what ousiness are ou engaged, Mr. Shapiro / 

Mr. Suapiro. Lam a jobber of piece goods. 

Mr. DeWinv. Could you pull those microphones a little closer 
to you, Mr. Shapiro ¢ 

Mr. Suarpiro. tam a jobber of piece woods. 

Mr. DeWINpb. Where Is your business located ¢ 

Mr. Suapiro. Boston, Mass. 

Mr. De Winn. Do you operate in corporate form / 

Mr. Suapiro. Yes, sir. 

Mr. DeWinvo. What is the name of the corporation / 

Mr. Suapriro. Maxwell Shapiro Woolen Co. 

Mr. DeWinp. Are you the president of that company 4 
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Mr. Suariro. Yes, sir. 

Mr. DeWinp. Are you also its principal stockholder ¢ 

Mr. Suapiro. Yes, sir. 

Mr. DeWinv. Mr. Shapire, prior to April 21, 1949. did you have 
outstanding income-tax liabilities to the Federal Government 4 

Mir. Suaptro. Yes, sir. 

Mr. Dt WIND. Will you please tell us approximately what those 
linbilities were ? 

Mr. Suariro. Well, $151,000 on my personal, and about $11,000 on 
ni corporation. 

Mr. DeWinp. That is, your personal liabilities were $151,000, and 
1 addition there were liabilities of the Maxwell Shapiro Woolen (‘o 
which amounted to about $811,000 7 

Mir. Suaprrro. $11,000. 

Mr. DeWinp. And the total tax liability was in excess of S142.000 7 

Mr. Suaptro. Yes, sir; approximately that. 

Mr. DeWtnxp. Do you recall, Mr. Shapiro, a visit paid to you at 
your office at the Maxwell Shapiro Woolen Co. by Mr. Daniel Fried 
man and Mr. IHlugh Finnegan / 

Mr. Surartro. Yes, sir. 

Vir. DeWinp. When did that take place ¢ 

Mr. Suartro. That took place on April 21, 1949 

Mr. DeWinp. How do you establish the date of that meeting / 

Mr. Suarmo. By a canceled check I have given to the State. 

Mr. DeWinp. Would vou please tell the committee the cireun 
tances surrounding that first meeting? How did Mr. Friedman And 
Mr. Finnegan come to see vous 

Mr. Srapieo. | was in my office, and my girl advised me there were 
two gentlemen outside to see me. | asked what they wanted to see 
me abou ° and they wanted to see me about an HWnportant matter, 
they said. I walked outside, and one fellow introduced himself 
Friedman and introduced me to the other fellow, by the name of 
hinnegan, and they said they could straighten out my tax lability 

I said. “Ilow do you know about my tax linbilities 7” 

He said. “Well, we just came down from a friend of yours.” 

| aid, “Who is that 7” 

Phe said, “Mr. Denis Delaney 

So, we talked for a few minutes. They seemed to have known al 
mv i debtedness, and they felt at least, that is what they told mi 
that thes could have that compromised for me. 

Mr. DeWinp. Who was it told you this Was it Mr. Friedma: 

Mir. Suaprreo. Mr. Friedman did all the talking. 

Mr. DeWinp. Mr. Finnegan was there during the meeting but di: 
not participate 4 

Mr. Sravrieo. THe didn’t open his mouth. 

Mr. DeWinp. Now, just how did Mr. Friedman open the subject 
with you? 

Mir. Si Apiro. Well. TI asked him how he knew about it. 

He said, “Well, we just came down from the collector's office,” ar 
he snid the collector re« ommended him to see me. 

He asked me for a fee of SLOQ00, And T said. “TD haven’t got that 
much money: but, if you think vou can do what you say you can, | 
will find out.’ 
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I called up the collector, and IT asked him about these two fellows. 
He said, “They are O. K.” 

Mr. DeWinpn. Now, before you made your call to the collector, you 
must have discussed in greater detail what they could do for you. As 
I understand it, your liabilities were in excess of $140,000. What did 
they tell you they could do for you 4 

Mr. SHAPIRO. They felt they could shave it down to about $40,000, 

Mr. DeWinp. About 840,000 4 

Mr. Suaprtre, About that. 

Mr. DeWinp. Did they tell vou how they were going to do that @ 

Mr. Siraprro. ‘| hrough i compromise, through the conferees. 

Mr. DeWinp. Now. after they had told you thev thought they could 
reduce your liabilities to about S40.000, was it then that thev brought 
up the question of a fee / , 

Mr. Siuaprire. Yes No: excuse me. 

I think they asked me for a fee first. And T asked them, “How 
much do you think that T could save by having vou handle my case?” 

They said, “Well, we think we can get you down to about $40,000," 

Mr. DeWinp. And the fee they mentioned for reducing it Was 
S1LO.000 4 

Mr. SHAPIRO. Te thousand dollars. 

Mr. DeWinxn. Did thes Menton ans additional fee that might be 
charged later / 

Mr. Suarrro. That was not mentioned at all. 

Mr. DeWrxp. What did you sav to them when they made that 
proposition / , 

Mr. SuaAprrro. 1 said. “Well, IT don’t know vou gentlemen: but. 
long as vou were sen down by Delaney, I will call uy Mr. Delaney 
nl d find out if he Vo ches for vou.” So, ] called Myr Delaney. 

Mr. 1); WINp. Dict vou eall Mr. Delaney when they were present 
inthe room with vou / 

Mr. Suapmo. No. T went to my office to call him: personally. and I 
asked Delaney. I said, “Are these fellows all right i I told him 
they wanted $5,000 immediately and they wanted $5,000 when they 
would come back to see me ina few weeks. Te said, “It is all r elit 
to give it tothem.” 

Mr. DeWixp. Did Mr. Delaney identify who these people were to 
vou ? 

Mr. Suraprtro. He told me that they were in the tax business in New 
York, and that Hugh Finnegan was a brother of a friend of his who 
wis the tax colle tor in Sf. Louis. 

Mr. ID WIND. Dic he say anvthing else about the Mr Finnegan i! 
St. Louis? noes 

Mr. Suaprro. Well, he told me in our conversation—he said. “Mr. 
Finnegan Is scheduled to take the pola e of Mr. Schoeneman. and he is 
going to be the head of the collectors.” 

Mr. Curtis. Mr. Chairman? 

Chairman Kine. Mr. Curtis will inquire. 

Mr. CURTIS. Whom cid you have that conversation with / 

Mr. Srapiro. Denis Delaney. 

Mr. Curtis. Was he personally present, or was it a telephone cor 
versation 4 

Mr. STIAPIRO. A telephone conversation. 

Mr. CURTIS. He c illed you, or you called him ? 
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Mr. Suaprimo. I called him. 

Mr. Curtis. And you inquired about these people ¢ 

Mr. Suaviro. Naturally. I wasn’t going to give anybody any mone) 
who I didn’t know, having them come in off the street. I couldn’ 
very well give them any money just because they came off the stree' 
and asked me for it. 

Mr. Curtis. He told you, among other things, that Hugh Finnega 
in New York was the brother of James Finnegan, the collector at St 
Louis? 

Mr. Suapiro. That is right. 

Mr. Curtis. And that James Finnegan would soon be the Com 
missioner of Internal Revenue here in Washington / 

Mr. Suapiro. Was scheduled to be the Commissioner. 

Mr. Curtis. And that would be his boss ¢ 

Mr. Suartmo. That is right. 

Mr. Curtis. And did he say anything further ¢ 

Mr. Suaprtro. No. 

Mr. Curtis. That is all, Mr. Chairman. 

Mr. DeWinp. Did Mr. Delaney tell you that he knew Mr. Jame 
l'innegan ¢ 

Mr. Suarimo. I think he did. He said he was the chairman of thu 
collectors of the country, or was at one time chairman of all the co 
lectors 

Mr. DeWinp. That is, Mr. Delaney said he was the president o1 
chairman of the collectors’ organization ? 

Mr. Suarmo, That is right. 

Mr. DeWtnp. After your telephone conversation with Mr. Delaney 
then what did you say to Mr. Friedman / 

Mr. Suaviro. What did Isay to Mr. Friedman?! I gave him a check 
for $5,000. And I don’t remember what else I said to him. 

Mr. DeWinp. Well, did Mr. Friedman say what he was going to 
do? 

Mr. Suaprro. Mr. Friedman said he was going immediately to 
Washington to take my case up W ith the proper authorities. 

Mr. DeWrnxv. How long did this meeting last, Mr. Shapiro? 

Mr. Suapiro. Probably 15 minutes. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. The only thing that Mr. Delaney said with reference 
to Mr. Friedman and Mr. Hugh Finnegan was that it was all right to 
give it to them / 

Mr. Suaprrro, Yes. 

Mr. Kean. He did not say anything about their being good ©? 
nessmen or their being all right, or anything else? He just said, 
is all right to give it to them”? 

Mr. Suarimo, Let me explain. Some time prior I asked Delaney— 
I told him I didn’t have the money to pay and I ole like to pay up. 
He said, “Well, I can’t do anything for you. Tam only the collector, 
This happened in January of 1949. 

In April of 1949, these men came down, at the instigation or through 
the instigation of Mr. Delaney. So we didn’t discuss that any fur 
ther. L took it for granted that these men knew their business. They 
gave me their card and I took it for granted that they knew then 
business pretty well, and as long as he was sent down from tl» 
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collector’s office, and the collector being a friend of mine, L took 
it for granted it was all right, especially when he said it was all 
right. 

Mr. Kean. Mr. Delaney was a personal friend of yours of a good 
many years’ standing ? 

Mr. SuaAptro. Yes, sir. 

Mr. Kean. And as a result of friendship you told him in January 
that your financial condition was such that you couldn’t pay this 
money right away ? 

Mr. Suaprro. That is right, sir. 

Mr. Kran. And you took for granted, then, that when these people 

ume down and said they were sent by Delaney, Mr. Delaney had sent 
them to try to help you out. 

Mr. Suaptro. That is right, sir. 

Mr. Kean. Thank you. 

Mr. DeWtnp. | understood you to say, Mr. Shapiro, that Mr. Fried 
man said he thought he could reduce your liability to $40,000 from 
tbont $140,000: so it would be a saving of about SLO0.000 ¢ 

Mr. Suaptro. I think that was correct. 

Mr. DeWinp. Now, when was the next time you saw Mr. Friedman 4 

Mr. Suapmo. The next time I saw him was on May 1. 

Mr. DeWrnp. And it was about 10 days later / 

Mr. Suarimo. Ten days later. 

Mr. DeWinp. Did he come to your office ? 

Mr. Suarmo. He came to my office. 

Mr. DeWinv. By appointment ? 

Mr. Suapiro. No: he just came In, 

Mr. DeWinp. And what did he say to you on that second visit é 

Mr. Suaprrro. He said he had been down to Washington and “every 

ne looks favorable.” And he wanted the other 85.000 retainer. 

Mr. DeWinp. Did he say with whom he had discussed the ease 

Washington ? 

Mr. Suariro. No. T didn’t ask him any questions. He said, 
“Evervthing is favorable.” 

Mr. DeWinp. At that time he requested the secon: mck for 85.000, 
lid he? 

Mr. Sarariro. Yes, sir 

Mr. DeWinxp. Did vou give him the cheek for 85.000 at that second 

eeting ¢ 

Mr. Suarimo. Not until TI called up Mr. Delaney and asked Mi 
Delaney if he thought IT should do so. 

Mr. De WInp. And cid you eall Mr. Delaney a second t mie é 

Mr. Strartro. Yes. 

Mr. DeWinv. You called Mr. Delaney on May 1, and then vou 
called him a second time ? . 

Mr. Surarrro. Yes. 

Mr. DeWinxp. What did you ask him the second time? 

Mr. Snarimo. I told him, “Mr. Friedman is back here. and he says 

at my offer has been taken favorably. Is it all right for me to 
vive him the check?” He said, “He is all right.” 

Mr. DeWtnvp. Did Mr. Friedman discuss Mr. Finnegan with vou 
it that time? 

Mr. Sruaprtro. No, sir. 
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Mr. DeWixp. Well, did Mr. Friedman tell you either on the firs 
visit or on the second visit about the relationship between Hug 
Finnegan and James Finnegan ¢ 

Mr. Suaprtro. Oh, excuse me. On the second visit he did. T sa 
“Who is this little fellow, Finnegan?” 

He said, “Well, Finnegan is a brother of the Finnegan that is 
collector in St. Louis, a very good friend of mine.” 

Mr. DeWinp. Did he say that Hugh Finnegan was associated wit 
the Estate Research Bureau / 

Mr. Suarimo. He said that Hugh Finnegan was: ves, sir. 

Mr. DeWinv. He did say that Hugh Finnegan was associated wit 
the Estate Research Bureau ? 

Mr. Staprro. Yes, sir. 

Mr. DeWinp. Was Mr. Finnegan present at the second meeting 

Mr. Suarirne. T don't recall seeing him, sir. 

Mr. DeWinv. Your recollection is that it was only Mr. Friedma 
who came? 

Mr. Suarmo. Tam quite certain that only Mr. Friedman was in 
second time. 

Mr. DeWinp. Now, at this second meeting, did you have any di 
cussion with Mr. Friedman about your tax problems / 

Mr. Suaprro. I did. 

Mr. DeWinp. Well. what did he do? 

Mr. Suavrro. He said, “It takes a little time. Everything 
right.” He said, “It takes just a little time; that is all.” 

Mr. DeWinp. Well, did he question vou about the liabilities 4 

Mr. Suarirno. No. He was supposed to have all the details. 

Mr. DeWixp. You never gave him any information about 
linbilities ? 

Mr. Suarime. No, 

Mr. DeWrnxp. Did he seem to know all about them in detail ? 

Mr. Suario. He did. 

Mr. DeWinxv. Did he discuss any other topics with you? 

Mr. Strarmo, Why, he talked about insurance, and he wanted 
look over my business. He thought he could help my business. | 
said, “Well, | don’t know how any outsider could help my business.” 
But he tried to sell me insurance, and he said that he would rathe: 
sell insurance than do tax work. 

Mr. DeWinp. Did you tell him you were not interested in buy 
any insurance 4 

Mr. Suarimo. That is right, sir. 

Mr. DeWinp. Did he discuss anything else with yvou—any ot! 
business. 

Mr. Suarimo, No. 

Mr. DeWinp. After that second meeting, when was the next tin 
that you either spoke to Mr. Friedman or saw him personally ¢ 

Mr. SH APIRO. Ile would come to Boston about. | would Say, oOhee 
month: and whenever he came into Boston, he used to drop in to se 
me, and IT would have lunch with him, or just socialize with him in 1 
afternoon for an hour or so. 

Mr. DeWinp. In those meetings. was there discussion about tax 
linbilities / 

Mr. Suariro. T asked him, “What is going to happen?” 
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He said, “You know, you can't do things whenever you want to. It 


takes time.” He 
Mr. DeWInp. 
to sign ¢ 
Mr. Suariro. 
the collector's ot 
Mr. De WInp. 
papers ¢ 
\Ir. SHApriro. 
Mir. DeWINb. 
Mr. Delaney / 
Mir. SiAprro. 
Mr. DeWinp 
Mr. SHAPIRO. 
Mir. De Winn. 
Mr. SHAPIRO. 
He was the hres 
min the dri 
‘ phone quite 
Vir, DeWinp 
\Lr. SirAaprro. 
Vir. DeWinp 
ollector's ol 
stnnding taxes / 
Mr. SHAPIRO. 
Mr. DeWtnp. 
Vir. SHAPiRo 
Vir. DeWIND. 
Mir. Suapin 
Mr. De Wun. 
Mr. SHarrro, 
Mir. DeWinp 


Mav. vou he 


nding tan 
Mir. Srariro. 
that. I mean any 
itstanding. W 
Mir. DeWinp. 
ili as they le 
Mir. Suariro. 
personal. 
Mr. DeWunp. 
rng 19507 
Vir. Suraprro. 
saw him twice 
fr. DeWunp. 
Vir. Siraprro. 
\ir. DeWunp. 
Mir. Suapiro,. 
las afternoo 
e. | ree all j 
d. “I just f 
lL said, “Whit 


+ / 


» just kept telling me, “It takes time.” 
Did he ever present to you-an offer in compromise 


No, sir. He did at one time ask me to send 840,000 to 
lice. 
Let's hold that. Did he ever ask vou to sign any 


‘ 


No, sir: he did not. 
Diurin this Time, clid you have any ecasion to see 


Yes, sir. 
Phat is, after May 1 of 19497 
After May lof 19494) Yes, sir 
On what oeeastons did vou see Mir. Delaney i 
} ih with Nir. Delaney. sav. once Inv months. 
i March of Dimes, and | WAS aSS¢ ed with 
the March of Dimes. IT used to speal him on 
frequently 
Dil vou evel discuss with him vou tax lial 
No: T did not. sir 
After May | of 149. Mr. Shapiro, did anybody from 
lice vet in tonech with you itbout collection of the out- 


No. ; 

Dial inv deputy collector come to talk to vou about t§ 
No. si 

Were any liens filed against vour property / 
Recently / 

No: it 1 

No 

So. nite Nii Friedman had calle ol in April 
id nothing more ibout the matte ie ne yvour 
liabilities / , 
No, “aT We paid all aur current tax linbilities, I3y 
thing due for 1950 and 1951, outside of the liabilities 


‘e kept paying our taxes just the same. 
Any liabilities that accrued after May of 1949 were 
rued ¢ 


Yes: we paid up to date on all the taxes except my 


Did you continue to see Mr. Friedman periodically 


In 1950, 1 think I only seen him once. Let me see. 
mn 1L9D0. 

Twice in 1950? 
That is right. 
Where did you see him? At your office / 

Ile came down to my office one day. It was on a 
hn. We had quite a lot of people in the office all the 
t was raining like the devil. Ile had a ramcoat on, 
lew in.” 

is happening / When are we going to 
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He said, “Didn't I tell you to send $40,000 ¢” 

I said, “Yes, but you didn’t give me the necessary documents t 
sign.” 

Mr. DeWinxp. Just a minute, Mr. Shapiro. Did you say at sony 
time he had asked you to send $40,000 ¢ 

Mr. Suarimo. That is right. 

Mr. DeWinxp. When did that happen ¢ 

Mr. Sraviro. I think it was in 1949, the latter part of 1949. Jus 
a minute. This is 1951. I saw him quite often im 1950. I wa 
to retract that. I was thinking this was 1950. 

Mr. DeWinv. During 1950 you continued to see him periodically 

Mr. Suario. Yes: | saw him very often in 1950, at least every 
single month. It is 1951 that I haven’t seen him. 

Mr. DeWinp. Yes. At those meetings, what did Mr. Friedma: 
tell you about the compromise ¢ 

Mr. Suarino. He said, “Everything is going to be all right.” Hy 
said, “You just have to have patience.” And then | think it was thy 
latter part of 1950 that he asked me to send him $40,000, 

Mr. DeWiunpb. Send you $40,000 ¢ 

Mr. Suartro. To the collector's office. 

Mr. DeWinp. In the latter part of 1950, he asked you to send S540, 
to the collector's office ? 

Mr. Suarmo. Yes, sir. 

Mr. DeWinv. Was that to be in final payment of your labilities / 

Mr. Suapiro. That is what he claimed. I said, “Get me the paper 
tosign,and I think Lean raise the money.” 

Mr. DeWixp. What were the papers that you were to sign / 

Mr. Suario. Well, you don’t give the Government money for tax 
liability unless you sign with the Government a release. 

Mr. DeWtnv. In other words, you thought that if you simply pai 
the $40,000 it would not settle all of your liabilities; that you would 
have to have some agreement ¢ 

Mr. Suartmo. That is right. 

Mr. DeWinxp. What did Mr. Friedman say about that ¢ 

Mr. Suarrro. He said, “That is all right. It’s up to you. If vo 
don't take my advice, it’s up to you.” 

Mr. Di WHINb. And his nay ice Was to send S40,.000 to the collector 

Mr. Srartro. That is right. 

Mr. DeWinpn. After that, toward the end of 1950, when did you nex 
see Mr. Friedman / , 

Mr. Suarimo. I saw him at my office on one rainy Friday afternoo: 
it must have been, in the month of May. I think it was May or Jun 
I don't remember just when. And we had quite a lot of people i: 
the office at the time. We spent about an hour there, and he left 
Then I havent seen him again until about a month later, up at th: 
Ilotel New Yorker. 

Mr. DeWinp. This is in 1951, now? 

Mr. Suarimo. 1951. 

Mr. DeWinp. All right. Before we come to that. did vou eve 
have occasion to see Mr. Friedman and Mr. Delaney together? 

Mr. SuaApimo. Yes, sir. ; 

Mr. DeWinp. When did that happen? 

Mr. Suapriro. In 1949, 

Mr. DeWinp. What was the occasion ? 





PI 
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Mir. SILAPIRO. In October 149, J sy ke to Denny on the phone one 
av, and he told me he Was gong to New York. [ said. “Tam Fong 
o New York, too, and IT would like to have vou as my guest at the 
(] Smith memorial dinner.” , 

Delaney said. Phat wo ild be just fine. I wou 

nner.” 

So the dinner was on a Thursday night. end on Wednesday D 

ev called me at the Hotel New Yorker anc hd. Par he re with 

wife.” 

| said, “Well, what about having dinner tog ther tonight 7” 

He said, “That would be swell.” 

I said, “I think we ought to call Friedman up also.” 

lle said, “That 7 

ner together. 

Mr. DeWinp. That is. you and Mr. Delaney and Mes. Delaney and 
\Mirw Friedman / . 

Vir. Srrariro. Uliat rieht. 

Mr. DeWinp. This was a Wednesday evening in October of 1919 

Mr. Suaprro. October of 1949: ves, sir. 

Mr. DeWinp. Was there any discussion that evening about yor 
tax liabilities / 

Mr. Suariro. No. sin 

Mr. Di WIND. The sul ject was not mentioned at all? 

Mir. Suaprirro. No. 

Mr. Kean. May I ask one question. 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. When Mr. Friedman asked you to send $40,000 to the 

lector, you very rightly said that you would not want to send $ 


without getting some papers In exe hange / 


} | | ' 
s all right with me. And we went 


Vr. Suapiroe. That right. 
Mr. Kean. You were good friends with Mr. Delaney # 
Mir. Sruaprrro. Yes, sir. 


Mr. Kean. Why did you not call up Mr. Delaney and sav that 


Mi Friedman had vested that vou send S40.000 to the collector’ 
e, and find out whethe vou should do so or hot You had asked 
Mi Delaney for advice by fore. 
Mr. Suariro. T will tell you why. sir. Mr. Delaney told me he had 
hing to do with anvthing but the collections ind he didn’t Wahl te 
terfere wit! Un {| er p t of the service but the collect ONS. It 
a matter of the conferees. He uid he had not! eto do wit 
conterees And I knew from my common sense, and iV account 


{ told me, that vou cal t hand a In) ina check and el nothing back 

return for it 

Mr. Kean. Am I correct in the fact that Mr. Delaney intimated to 
that the moment he had gotten vou tog ther an | told vou thint 

ese people were all right, that it wits all right to prs t| em | | 

rcent fee, from there on he would prefer not to discuss the question 
} you at all / 

Mr. Srarimo. Twas on my owt 

Mr. Kean. Thank vou 


Mr. DeWinp. Now, after that meeti ¢ in October 1 LEO. wie 
had dinner with Mr. Friedn and Mr. Delaney, vou e' 
those two eentleme tovet hy Ary 6 


Mr Srarmo, No. sir 
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Mr. DeWinp. Now, I think you said that during 1950 you period 
ically saw Mr. Friedman and discussed the question of compromise / 

Mr. Suaprriro, Yes, sir. 

Mr. DeWinp. Each time he assured you that it was just a matte; 
of time / 

Mr. Suario. That is right. 

Mr. DeWinp. Did you ever question him about what he was doing 

Mr. Suariro. IT did, sir. I said, “Why don’t you get this thing 
straightened up? Tam very uneasy.” 

He said, “What are you worrying about? It takes time. Y¢ 
know what happens in Washington. They are not so very fast 

Mr. DeWinp. But he assured you that the whole matter was pri 
ceeding satisfactorily ¢ 

Mr. Suavriro. That is right, sir. 

Mr. DeWInp. At any of these meetings, did you ever discuss wit 
Mr. Friedman the tax problems of Mr. Louis Hellman ¢ 

Mr. Suario. With Mr. Friedman ? 

Mr. DeWinp. Yes. Did you ever mention Mr. Hellman to M 
Friedman / 

Mr. Suarimo. Well, I think I did. if you will rephrase the questio 
and ask me how I came to talk with him, I will explain it to you. 

Mr. DeWinv. Do you think you did talk with Mr. Friedman abo 
Mr. Hellman / 

Mr. Suariro. T did. but I talked with Mr. Hellman first. 

Mr. DeWinp. But there came a time when vou did mention M: 
Hellman to Mr. Friedman ¢ 

Mr. Suariro. That is right. 

Mr. DeWinp. And how did you deseribe Mr. Hellman to M;: 


Friedman 

Mr. Siariro. Well, 1 happened to be riding home with Mr. TH 
man one day, and Mr. Hellman told me 

Mr. DeWinp. No, I don’t mean that. I meant in your discu 
with Mr. Friedman about Mr. Hellman. 

Mr. SrArirno. Well, Mr. Friedman always kept asking me, “Do yo 
know anybody else who we could service ?” 

I said, “I don’t know anybody else, but L have one friend of ming 


/ 


who may be in the same predicament that Iam.” 

Mr. DeWinp. Now, let me get this straight. You say that Mi: 
Fredman frequently asked you whether you knew of any other perso 

Mr. Suartro. Every time I was with him he asked me if I kn 
of any body that he « ould service, 

Mr. DeWinp. In connection with tax problems? 

Mr. Suariro. Tax problems, or if IL knew anybody who wanted | 
take out any insurance—insurance and taxes, 

Mr. DeWinp. Anybody that he could advise or help on tax matter 
or insurance / 

Mr. Suapriro. Or insurance. 

Mr. DeWinp. And did you ever give him any names outside of Mr 
Hellman / 

Mr. Siuarimo. No, 

Mr. DeWinp. But at one of those occasions vou did mention Mi 
Hellman / ; 

Mr. Suarimo. Yes, sir. 

Mr. 1) Winn. And Whit dl d you tel him about Hellman ? 
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Mr. Suartro. I told him, “Mr. Hellman is a very fine fellow, and 
he is probably in the same predicament that I am,” and that if he 
could help him out I would more than appreciate it. 

Mr. Curtis. Mr. Chairman, could I ask a question right there ? 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. When you first made this arrangement to have Mr. 
Friedman and possib ly Mr. Finnegan he lp you with your tax matters, 

d they mention an ybody that they had he Iped out with tax problems 
before 

Mr. Suariro. No, sir; they didn’t mention any names. 

Mr. Curtis. They said they had helped people 

Mr. Siaprmo. Oh, they were the largest in New York City, they 
told me, 

Mir. Currts. You owe, I believe Vou sa al. about S150.000 in taxes / 

Mr. Suaprro, $151,000 taxes, personal, and about $11,000 corpo- 
ration. 

Mr. Cr RTIs. Was there any dispute SO far is you were concer d is 
to the amount vou owed ¢ 

Mr. Suarimo, Well. I felt that my personal was far in excess of what 

should be, and T dich % have the means to pay it. 

Mr. Curtis. Yes: but what I mean: You had made a disclosure and 

id admitted it was that much / 

Mr. Srapiro. TI s right: ves. 

Mr. Curtis * eng when they said thev could help you out, was it 
youl understanding that they were going to act as lawyers for you 
~ Mr. Suarmo. No: he claimed he wasn't a awver but a tax expert 

Mr. Curtis. And he didn’t gather a1 Vv figures from you to take to the 


x authorities to show vou What to pay less: did he? 

Mr. Suaprrro. Thad no fleures. Lhe figures wer the collector’s 
‘ 

Mr. Curtis, In othe rds, h rroposa { id probably get 
settled for t wi your understane # thiat i Wwe d 


he a retrial of how much taxes vou owed, but rather that thev 


ld just be able to fix itup. Is that right ? 
Mr. Suarmo. T didn't ask them to fix it up. | d enough 
eartaches hefor I pleaded with them | l. “LT had enough 
enrtaches lama re} thle man of Bosto | very ltl hit 
I It was unfor I | it L made a mistake | ( \ t to make 
Siill mistake ove) acvain. 
Mre Ct RTIS, Brit what Iam lead ne to: \"\ it didi vou ft k they 


/ 


lo for you 
Mr. SHAPIRO, I thovelit they could reope tand vet mea compro 
e settlement, dune to the fact that T didn’t have the ability to pay tor 
Mr. Curtis. But thev said thev were not lawvers: that they were 
“ST experts. ; 

Mr. Suiartmo. They were just tax experts. 


Only one man spoke lf want to be fair. QOnlv one man did 
kine 

Mr. Currts. And who was it 7 

Mr. Sarvprre. That was Mr. Friedmen. This other fellow wa 
ere, ana ] only neat I hi Onee, and he clidh t Opel up | riaoul 


at wasa little fellow. and he didn't talk at all. 
Chatrman King. Mr. Kean will inquire. 
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Mr. Kean. And Mr. Friedman told you they were the largest { 
in New York? 

Mr. Suapriro. He told me they were the largest tax experts in N 
York. 

Mr. Kean. Tax fixers? 

Mr. Suarirno. He didn’t say that, sir. If he did, I wouldn't be | 
today and wouldn't have suffered the humiliation that I have 
suffering. 

Chairman Kine. Mr. Shapiro, a man who would represent to 4 
that he could have your taxes reduced from $131,000 to approximat 
$40,000 would be justified in referring to himself as an expert; wi 
he not ? 

Mr. Siarrro. Sir, I personally think that eventually that n 
happen. I think that 1 was much overtaxed, because | never had t 
Money that they taxed me for. 

Mr. Kean. Did Mr. Friedman say to you that sometimes wh 
situation occurred such as yours, where the taxpayer couldn’t pay 
Government was willing to: accept half a loaf instead of a full loaf 
was willing sometimes fo conmpronmits ein order to vet some thing / | 
he mention that ¢ 

Mr. Snaprino. He didn’t mention it. but 1 knew it from friend 
mine that are in the tax business. 

Mr. Curris. Now, one more question. This ran along. and you wv 
kind of impatient because it was not closed up: is that right 4 

Mr. Swaprimo. That is right, sir. 

Mer. Currss. Did he tell vou who he would be conferring with w! 
he took your matter up in Washington ¢ 

Mr. Suaprimo. No. He ke pt te ling me that between Philadel; 
and Washington he woes back and f rth all the time. That ts all 
ke pot ve Hi mr Tne, 

Mr. Curris. Did he ever say what offices / 

Mr. Suarmo. I kept asking him, and he was very close on 
meatier, si 


Mr. Curr Did he tell vou whom he would be conferring with \ 
nvt} vy do for Vo M4 

Mr. Stoarteo. Twas suspicious fora year. PT kept ealling him on 
phone every time I went to New sag Inthe wi of Ito as | 
I oniv saw himtwice. TT] _—= oy Lew gon t! ould neve 
mv ent] Iwasitn New York ‘Hotel New Yorker every 2 we 


and | lee pot cal he hn ‘ ana » would never acct pt Wy eall, al | i 
eile very LIS} od Lots and \ ‘TN iF 1CS\ 

Mr. Curtis. Did you ever express your uneasiness to the col 
Mr. Delaney ¢ 

Mr. Suariro. IT did 

Mr. Curvris. How maby times did vou do that 4 

Mr. Suarviro, Once. LT was with Delaney at lunch one day, 
said, “Denis, | am beginning to think these guys are fakers.” 

H» said, “You must have patience.’ 

Mer. Curtis. Do you know when that was / 

Mr. Suarind. Well. that was in 1051. | think it may hay 
im the month of Commun) DDL. 

Mr. Curris. When you expressed your worry about it, Mr. De 
said. “Have patience re 

Mr. Suarmo. That is right. 





i 
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Mr. Curtis. And led you to believe that they were ali right and 
would get it done ¢ 

Mr. SHAPIRO. Well. in spite of that. [ was very, very uneasy. 

Mr. Curtis. What I mean, that was the impression that he con- 
veved? Whether you believed it or not, that was his answer to your 
unrest / 

Mr. Suapiro. That is right, sir. 

Mr. Curtis. That is all. 

Mr. DeWInp. What was the last time that you saw Mr. Friedman ? 

\ir. SHAPIRO. IL saw him about I think it mav have been early in 
June. . 
Mr. DeWunp. June of 19514 

Mr. SHAPIRO. Of 1951. ] was at the Hotel New Yorker Walting for 

customer of mine to have dinner with me. and I ¢& 

lI He said. “This Is Dan Friedman.” | wasn't very happy Lo 
hear his voice. I said, “What is on your mind 2” 

He said, “I want to buy you a drink.” 


‘ 


ota telephone 


l said, “7 don’t Waht to vo down. I have a bapeort tnt custoniel 
that is coming up to see me.” 


He said, “Can I come up?” 

| said, “Come on.” 

He said, “Buy mea drink. IT am ina pre k of trouble.” I said. 
“What kind of trouble are you in 7? Ile said. “] can’t tell von. | 


|. “What is it TT said, “What about mv case?” “Well.” he said, 


“You will hear all about it.” 


hen I started to become very nervous. ‘Then I went home, and 
I s ted to hear rumors in Boston about the Delaney matter 
Mi Dy \\ IND. Was that the last time that vou saw Mr. oF edinan ? 


Mr. Suaprrro. That is right. sir. 

Mr. DeWinp. In the Hotel New Yorker, when he es to see vou ? 

Mr. Suarime. Yes ’ 

\Ir. [)y WINpb. No oe durine all of tlits tine, \lr. SULLY { it 
May of 1949 until the spring of 195] wi anybody from thre 


; : : 
‘tors ollice, either thre ollectol mself or any LeEpPuty collectoy 
} ' 11 . 
rh" body from the oOpector s ollice poken to you about yrour tax 
i He / . 
i) H1I@S ° 


Vir. Suapimo. No sir. Not till the trouble stay 

\J Dre Winp No t flort nave been riasacle { ycoll { any mart of thre 

tstanding liabilities / 

Mr. Suaprro. No, sir. 

Mir. DeWinp. The payment of 840.000 that Mr. Friedman had 
d that vou make was neve made: Wis if 

Mr. Srapmo. No, sir. 

Mr. DEWINb. Since June of 1951 have any efforts been made to 

llect those taxes / 

Mr. Suarimro. Yes; they put a lien on my personal. 

Mr. DeWinn. A lien was put on your person il property / 

Mir. Suapiro. Yes. . 

Mr. DeWixp. Whe cid that happen / 

Mr. Strarmo. T don’t know. 

Mr. DeWinp. Would it have been in June / 

Mr. Suaprio. June or July, in the last few months 

Mr. DeWINp. Has thie CLeP uly collector spoke to vo nbout vour 


] 
ities 
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Mr. Srartro. I think they brought them down. They brought + 
liens down. ‘They served me with the liens in my office. 

Mr. DeWinp. I see. A deputy collector ? 

Mr. Suariro. I think so. I owe no money outside of my persor 

Mr. DeWinp. It is just your personal hability that is now « 
standing ? 

Mr. Suapiro. That is right. 

Mr. DeWinp. Mr. Chairman, I have no further questions for 
Shapiro. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean. 

Mr. Kean. To summarize your testimony, you are out $10, 
Your tax situation is at the same state as it was before. And 
only benefit that you got, perhaps, was a delay by the Governn 
of the demand for your taxes till June 1951? 

Mr. Suarimo. May I interrupt you, sir? On top of that, the hea 
ache, and I suffered as no man will ever suffer. The humiliation \ 
the worst. And any man you call up in Boston will tell you so. | 
never did anything wrong in my life. I can refer you to the lead 
of the Democratic Party and the Republican Party in Massachusett 
Congressman Kennedy, all the Congressmen, practically, in the st 
of Massachusetts, the Governor of Massachusetts, the mayor of Bost: 
The Governor honored me by putting me on a board for the State of 
Massachusetts, and the Democrats reappointe d me for 6 years. 

The mayor honored me by having me as the chairman of the ci: 


defense we lfare division. There isnt a drive in the city of Boston t 
I did not contribute to liberally and participate in as a collector. Ar 
that whiat happened. The hewspapers have been very eruel 


very mean and gave very bad publicity, where they know I have « 


nothing wrong. I was just fleeced by a fellow who was Supposed 
be my friend. 

Mr. Ky LN. You therefore welcome the opportunity to give the ex 
deta ot the case. 


| 
| 


Mr. Suartro. Iam very happy to have it, beeause you gentle 
are very fair and very kind and have treated me with the best of 
gards. IL thought when | was coming in here I was coming 
lion’s den, but 1 am very thankful for the treatment you have g 


me. and [thank vou frem the bottom of my heart. 

Mr. Kean. All we are trying to get at, Mr. Shapiro, is the t 

Mir. Suartro. Tam no criminal. We have made mistakes. W 
pat very, vers dearly for the mistakes. 

Chairman King. You may step down, now, Mr. Shapiro. 

We appreciate your giving the information you have. 

Mr. Suarimo. Thank you, sir. 

Chairman Kine. Mr. Higgins. Mr. Martin Higgins. 

Will you step forward, please, Mr. Higgins! Will you raise 
right hand ? 

Do you solemnly swear that the testimony that you are about to ¢ 
will be the truth, the whole truth, and nothing but the truth. so 
you God? 

Mr. LliGGins. So help me God. 

Chairman Kine. Please be seated. 

Will you identify yourself for the record, please, Mr. Higei 
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TESTIMONY OF MARTIN P. HIGGINS, CHIEF FIELD DEPUTY, OFFICE 
OF THE COLLECTOR OF INTERNAL REVENUE, DISTRICT OF 
MASSACHUSETTS 


Mr. Hiearns. I am the chief field deputy in the office of the col- 
lector of internal revenue in the district of Massachusetts, Martin P. 
tl Gols. 

Mr. DeWtno. Mr. Higgins, have you been chief field deputy of the 
collector's office in Boston since 1944 and prior t 

Mr. Hiceins. That is right, since July LD, 1944. 

Mr. DeWinp. July 15, 1944. 

Mr. Hiceins. That ts right. 

\I Di WIND. Will you Pease tel] the cohimittee, Mv. li GO TNS, whi 1) 
the question of the outstanding liabilities of the Maxwell Shapiro 
Woolen Co. and of Maxwell Shapiro, InNdIVIdU uly, first came to your 
ittention 

Mr. Hiaains., Well, I ven t the ( ards here. Lhe ordinary pl Wess 

regard to back | il ‘ 
ren liabilities are paid by taxpavers, but when liabilit es are hot paid 
on time the ordinary process and the Government process is the issuing 
of a warrant of distraint. Now, I don’t remember the exact date as 
to when that first lability or this particular liability, or liabilities, 
of Mr. Shapiro came to the attention of the field. If I had the ecards 
here | could tell, If you have any copes there that could help ne 

Mr. DeWinv. Well, do vou recall, Mr. Higgins, that you were asked 
to look up the warrant file on the Maxwell Shapiro « ase ¢ 

Mr. Higeins. Yes. A few years ago the collector called me and 


, , , , 
ected) me to til over the accounts that are outstanadl n the 


he reto é 


ilities—when I say “back liabilities.” many ew 


warrant tage agen -t Maxwell Shap ro ana senda them over t hig 
direct, 

Mr. Curtis. Who was that collector 2 

Mr. Higeins. What is that # 

Mr. Curtis. What was the collector’s name ¢ 

Mr. Higeins. Denis W. Delaney. 

Mr. Curtis. Ana Mr. Delaney told vou te ta Out of those file 


{ Warrants and tur them ove to him? 

Mr. Hieetns. That right. 

Mr. Curtis. And they remained there for some time? 

Mi HIGGINns. That j right. 

Mr. Curtis. Now, the warrant is a writ that permits you to collect 
taxes by levy g¢ on propertv: is that right! 

Mr. Higcmss. That is right. A warrant of distraint plain lar 


guage is similar to a civil Judgment and gives us the right to distrain. 
Mr. Curtis. To seize bank accounts. You can sell physical 
property ¢ 
Mir. Hieeins. That right. 
Mr. Curtis. You can garnishee sums of money coming to the 
faxpaver ¢ . 
Mr. Higerns. That , 
Mr. Curtis. Now, ordinarily when you get one of those, how long 


. 


does if take to pro ess if / 
Mr. Hicerns. Well, it is a simple process. And, of course, there are 
many people that the Government mav grant time to on an arrance- 








610 INTERNAL REVENUE INVESTIGATION 


ment to pay their liability. There are many persons whom the G, 
ernment “4 is difficulty with. where we act a little differe ntly. In ot 
words, if we had a warrant against the taxpayer and felt that 
needed a ‘Vjttle time to pay his debts, he could make an arrangeny 
and we might not actually serve the warrant or garnishee his ass 

In other words, the Government is the Government. We | 
citizens that may be unfortunate as far as debts are concerned. \W 
don’t seize immediately. Each case is dependent on what the f 
are. 

Mr. Curtis. But you proceed to do something / 

Mr. Hicains. That is correct. 

Mr. Curvtis. If the taxpayer cooperates, sometimes time is exten 
and payments made ¢ 

Mr. Hicetns. That Is col rect, 

Mr. Curris. But if there is no such thing, vou proceed ¢ 

Mr. Hlicerns. That is the ordinary course. 

Mr. Curtis. And you were stopped from doing anything bec 
these writs were turned over to Mr. Delaney / 

Mr. ices. That is right. The collector Is charged himself \\ 
the responsibility of the accounts in his district. And, of course 
deputies are merely his deputies. And if he advises the deputy, “1 
rong to handle this case my self.” the deputy has no other recou 
except to allow him to handle it himself. 

Chairman Kine. Mr. Kean will inquire. 

Mr. Ka AN. Mr. Shapiro has testified that on April 91 he } 
$5,000, and on Mav 1 he paid another So.000, and then T understa 
that later on, It May, you were asked by Mr. Delaney to ceive the | 
to a 

. Hieeins. You mean May of this year? 

+3 Kran. No, this was May of 1949. Now. was it a common t! 
for the collector to ask you to hand over the files to him for him 
handle, himself? Or was it fairly unique? Did he do it often / 

Mr. Hicerns. Ordinarily, the collector deputizes his work to 
deput es. He Is the nominal head and it is rather awn exception \V 
the colle tor handles a case himself. if he cid it himself, he Wo 
have thousands of cases to handle. So the natural process 1s that it 
dep! tized to one of his deputies. 

Mr. Kean. How often, would vou say, in the vear 149), did M 
Delan \ isk to handle a case himself ? Was it often? Was it a do 
times’ Fifty times? One or two times? Or was it only this time ¢ 


Mr. Hiceins. Well, it was more than a dozen times. I will say tha 


Mr. Kean. It was. It was probably some couple of dozen times d 
ing the vear that he would ask for a file and say that he would haa 
it himself eve ry vear! 

Mr. Hicerns. That is right. 

Mr. DeWinpv. Mr. Higgins, do you reeall finding on warrant ca 
for the 1942 income tax the notation: “Original and duplicate \ 
rant returned to collector 5/26/49 by M. P. H.”? 

Mr. Hieerns. That is right. 

Mr. DeWinp. What did that signify ‘ 

Mr. Huiagatns. Well, in regard to the deputizing of the work, 
course, the collector of Massachusetts—there were several divisio 
and the outside cities, and also metropolitan Boston, and each d 
sion is obliged to keep an inventory of the work that ts assigned 
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hat division, so that if anything was taken from the division, we 


De 





ould record it on the control card and know just where the account 
So the purpose of that notation was to record the fact that the 


lector had that warrant in his possession. 

Mr. DeWinp. The initials “M. P. EL.” are your initials 

Mr. Hieerns. That ts right. 

Mr. DeWinpb. And so this notation was put on the cards after Mr. 


laney had asked you to pick up the warrants and give them to him 


Mr. Hiaeins. The day that he took the warrai ts. I advised the 
' rk to make that notation on the eard. 
Mr. DeWinxv. Do vou recall finding on the warrant card of the 1944 
me tax of the Maxwell Shapiro Woolen Co. a notatio ‘These 
: been handled \ thie collector” ¢ 
Mr. Hieeixs. That is right. 
\Ir. Di WHuIND. Would that notation have bee } to DV vou 
Mr. Higgins. No, not necessarily. It could be the cl Kk that was 
i ein that division, or the division chief 1O Wa iarge of the 
Sion. 
Mr. DeWrxp. Mr. Chairman, there will be other Y think 
conmnittee will want from Mr. Higeins later, b it the moment, I 

ld suggest that he be excused subject to eall. 

Chairman Kine. You may step down, Mr. Higgins, pleas 

Mr. Hieains. Thank vou. 

Chairman Kine. Mr. Tellman, plea Mr. Louis Hell 

Will you come forward, please ¢ 

Will you raise vour right hand and be sworn ¢ 

bdo vou solemnly swear that the testimion Vol ire nit to Pive 

| be the truth, the whole truth, and nothing but the truth, so help 

i Grod ? 

Mir. Henuman. I do. 

Chairman Kine. Be seated, please, Mr. Hellman, and identify your 

f for the reporter. 

TESTIMONY OF LOUIS HELLMAN, PRESIDENT, ACORN CLOTHING 

CO., BOSTON, MASS. 


Louis Hellman. 


Vir. Henoeman. 


| Mr. DeWunp. Is that H-e-l-l-m-a-n ? 
lr. Henoeman. That is right, sir. 
Mr. DeWinp. What is your business, Mr. Hellman? 


\Iy 
Mi 


VI 


. Herrman, clothing 


* DeWInNp. 


. Henuman. 


Wholesale bovs’ 
nder what name ? 


Acorn, A-c-o-r Nn. Cloth hg 


Vi 
\Iy 
Mi 
Mh 
Mh 


* DeWInp. 
* HeniuMan 
. DeWINpb. 


* HreeumMan. 


* DeWInp. 


Acorn Clothing Co. ? 
. That is right, sir. 
Is that a corporation 
That is right. SIP. 
Are you the president of Acorn Clothing Co. ? 


/ 


Mr. Hetuman. Yes, sir. 
Mr. DeWinp. Are you the principal stoekholde 
Mr. Hetiuman. Yes, sir. 

Mr. DeWinp. Mr. Hellman. 


in 149, did yo 


onal and corporate tax liabilities? 





yr? 


1 have outstanding 
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Mr. Heriman. Yes, sir. 

Mr. DeWtnpo. Would you please tell the committee what the 
proximate amount of those liabilities was? 

Mr. Hetiuman. About $75,000. 

Mr. DeWtnp. That is, divided between the corporation and y 
individual liabilities, a total of $75,000? 

Mr. Heriman. That is right, sir. 

Mr. DeWinp. Mr. Hellman, when did you first hear of Mr. Dar 
Friedman ? 

Mr. Hetiman. T took Mr. Shapiro home one day from the club 

Mr. D1 WHND. Will you speak a little closer to the Micro} ho 
please ? 

Mr. Hetiman. I took Mr. Shapiro home one day from the club, ar 
I told him that I understood he had a tax problem. 

Mr. DeWrnp. Pardon my interrupting again. When was t] 

Mr. Hretiman. It must have been either in July or June of 1949 

Mr. DeWinp. June or July of 1949? 

Mr. IHeniuman. That is right. And he told me that he had a ver 
good tax consultant who was helping him out. I asked him if 
would mind sending the gentleman to me. Subsequently, he sent M: 
Friedman to my office. 

Mr I Winp. Did you tel] Mr Friedman at that time that vi 
had out tanding liabilities ? 

Mr. Hetiman. Yes, sir. 

Mr. DeWinp. Mr. Shapiro said he would ret in touch with M 
Friedman / 

Mr. Henuraan. Mr. Friedman already—let me go back. 

| asked Mir. Shapiro to send Mr. Friedman fo me, and he did. 


think it was sometime, I think, in July, beeause I think I had spo 


t 


I 


to Mr. Shapiro probably the latter part of June or the early part of 


Julv. T know it was in that summer. 

Mr. DeWixp. Do you recall either making or trying to make a ti 
phone call to Mr. Friedman in New York in July of 19494 

Mr. Herrman. T don’t reeall. 

Mr. DeWinxp. Well. do vou recall when vou first saw Mr. Friedn 

\Ir. Ileuon AN. \< | sna, it mitist have been ‘ai June ol July of 
vear, because when T discussed the matter with him—— 

Mr. De Winn. Well, where did Mr. Friedman see vou ? 

Mr. Hretrwan. In my office 

Mr. DeWinp. He came there in response to your request tr 
mitted through Mr. Shapiro? 

Mr. Heroaan. That is right. sir. 

Mr. DeWinp. All right. Now, will von tell us what happene 
that first meeting‘ 

Mr. Hetuman, I told Mr. Friedman that I had certain liabilitiv 
that I wanted to settle lip. I said I understood that he was settli: 
up Mr. Shapiro's problems and | thought he could settle up! 


ror * 


And he said he could, and he asked for a retainer, $5,000, T sa 
didn't feel that IT wanted to give him anv retainer until he did sor 
thing for me. And IT said. “I don’t feel I want to vive you a retain 
until I discuss this matter further.” 


And a few days later, | went down- I don't remembe r the exo 
time: it was right close to that time—to see Mr. Shapiro. I told h 
Mr. Friedman had come and that Mr. Friedman wanted a retainer « 
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ve him that 


s5.000, and I felt | cidn't Waht to ¢g 
something for me, 
He said, “As far as IL know, Mr. Friedman 


ute hi the hn 


Ina hunaree 


to vlve ti 


| | were you I think It Is 1Ol ey.” 


until he 
‘ul d | asked Mr. Shapiro whit he thought. 








was ll Aucust of tts veal that Mr. I) edn nth was 
nd he came into mis olli incl I eave h mi the retamer ¢ 
Mr. DeWrtnp. In other words, vou gave Hh \ 
Mr. Hetuman. That is right. 
Mr. DeWinno. Did Mr. Friedman indi 
\Iy Delaney ¢ 
Mr. Heniman. No, sir. 
Mr. DeWinp. Then Mr. Shapiro Mi 
friend of Nha Delaney’s ¢ 
Mir. Heruman. No. sir: I found it oO ter 
Mr. DeWinp. At the time you} ed h v 
Mr. Hetiman. No, sit . 
Vr. DeWinp. What did Mr. Fried 
lertake to do for vou for t fee of SH.000 ? 
Mr. Heniman. He felt he could O i] 
Mr. DeWinp. What sort of settle 0 
Mr. HELLMAN. ee fla I l ( t { 
vi me something o1 the lhntere ( t 
Mr. DeWinp. Now, did you wit] 1 
extending the time for payment ‘ 
Mr. Henieman. Yes. 
Mr. DeWinp. D uf r 
Mir. HetipMan. Well, « ld I go back jus te 
, Mr. DeWrnp. Ye 
Mr. Heprpwan. Whe [ engaged Mr. I 
re rtan it vd corm rm tre \\ ( 
il Ss sO0 se b IIs « Liiie } to ve it 
ose bil Lid a 
ntment to me mat Mr. Dela | 
December of 1949 
Mr. DeWrinp. All right W Mr. | 
m you Well. let us !) iow! t he cite on that 
When did vou give Mr. Friedmat 
Mr. Heniman. IT believe isin Aug 
| nk If Was Lugu oe , | ‘ ‘ 
\Ir. DeWinp. Mr. He , [a c x to you 
static copy of hiat pou { to c I 
1} reau. sig ed bv Lo Llelh anh, t ! I s 
Mr. HWeruman. That is correct, sit 
Mr. DeWinp. Dated August 25, 19 
Mr. Hetiuman. That is right 
Mr. Di Wino. Is that a Opy ol k tha you 
I: edman 2 
, Mr. Hetiman. T feel quite ire it check I 
Mr. DeWtinp. Now, after August ¢ 149, when 4 
Iman $5,000, what was the next thing that happe 
n with your tax liabilities / 
Mr. Hetiman. I got bill iit came direct to me, a 
Kriedman as pel nstructio that when tl 
J 
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call him. And he arranged a meeting with him at Mr. Delan 
office. I believe that was in December of 1949. 

Mr. DeWrnv. Did both you and Mr. Friedman see Mr. Dela 
together? 

Mr. Hetiman. That is right, sir. 

Mr. DeWinp. All right. Could you tell us what occurred in | 
meeting ? 

Mr. Hectman. Mr. Friedman said Mr. Hellman had a lability 
he would like to arrange to make payments on it. Mr. Delaney s 
he would be very happy to help work along with me. 

And then Mr. Friedman told me that was all he needed me for, 
I went out. 

Mr. DeWinp. You went out. Did Mr. Friedman come with 4 
or did he stay behind? 

Mr. Hetitman. No, I went out. I believe he told me I could go b 
to my office. 

Mr. DeWrnp. So while you were there, no definite arrangeny 
was made? 

Mr. Hetiman. That is right. 

Mr. DeWrnpv. And then you left, and Mr. Friedman stayed behir 

Mr. Hetiman. That is right. 

Mr. DeWrnp. Did Mr. Friedman report to you after that? 

Mr. Hetiman. Subsequently, he mailed me a letter on his station 
telling me to write this particular letter to Mr. Delaney, and I d 
I think you have a copy of that letter. 

Mr. DeWrnp. Mr. Hellman, I have here a photostatie copy of 
memorandum which is marked “Confidential. Date 3/16/50.” 

To: Mr. Louis Hellman. 
From: Daniel Friedman, Estate Research Bureau, 25 West Forty-third Str 
New York 1S. 

Drar L. H.: Enclosed is a letter that should be sent by you immediately 
is to be on your stationery. 

It is wise at this time to send the letter and to arrange to make the 
ment of $2,500 about April 1. You will receive an acknowledgment 

The notice you received to make payment on March © will be absorbed 
this arrangement, and, later in April your matter will receive attention. 1 
thing has been arranged along these lines 

I plan on going out of town so please take care of this. Send me a copy t 
office when you send the letter. I will then arrange for the acknowledgment 

With kind regards 

I> 

Do you recall receiving that ? 

Mr. Hetuman. Yes, sir, I do, sir. 

Mr. DeWinp. That was a memorandum to you from Mr. Fi 
man ‘ 

Mr. Hetuman. That is right. sir. 

Mr. DeWinp. I have here, Mr. Hellman, a photostatic copy « 
sheet of paper which has written at the top, “To be written on \ 
own stationery.” Then there is typed on the sheet “Acorn Cloth 
Co.. Inc., 79 Essex Street, Boston, Mass.” It is dated March 21, 1! 

Would you please look at this and tell me if that is the letter 1 
you were to send ? 

Mr. Hetiman. Yes, sir, that is the letter. 

Mr. DeWrnv. Would you please read the letter 














INTERNAL REVENUE INVESTIGATION 615 


Mr. Hetiman (reading) : 

Dear Str: There is a matter of claimed tax liability now pending with your 
office, and we are desirous of concluding this matter on a reasonable basis. 

We would greatly appreciate having this matter adjusted to enable us to con- 
tinue the operation of our business and financial matters on a favorable basis 

To liquidate the adjusted amount of liability, the adjusted balance will be paid 

quarter annual installments of $2,500 each, the first of such payments to be 
made on or about April 1, 1950, such payment being for above accounts as ad- 

isted. However, should business conditions warrant, we shall be pleased to 
ncrease the amount of installment payments to accelerate the time of payment. 
We wish to thank you in anticipation for your cooperation in the matter. 

Mr. DeWinp. Is that the letter Mr. Friedman prepared for you to 
nd ¢ 

Mr. Henuman. Yes, sir. 

Mr. Di WIND. And did you in fact send the letter to the collector? 
Mr. Heriman. Yes, sir. And I believe at the time I enclosed the 
check. 

Mr. DeWinp. To whom did you address that letter 

Mr. Hetiman. To Mr. Delaney. 

Mr. DeWinp. Now, these payments, these quarterly payments, of 
$2,500 each, were to be applied to an outstanding tax liability of ap- 
proximately $75,000 ? 
~ Mr. Hetiman. That is correct, sir. 

Mr. De WInp. So that would be $10,000 a yeal against 875.000 of 
total liabilities / 

Mr. Hetuman. That is the way it figures. 

Mr. Kean. It would have taken you more than 10 years to pay it off, 

account of the fact that the $75,000 drew interest at 6 percent. 

Mr. Hetuman. That is correct, sir. But I was following his in- 
structions. 

Mr. Ki AN. lt would be close toa lo-vear | avoff, W yuld it not ? 

Mr. Heuirman. I thought that in the course of things it would un- 
ravel itself. 

Mr. DeWinp. Did you begin to make these payments in accordance 

th the agreement ?¢ 

Mr. Hetieman. Yes. 

Mr. DeWinp. How long did you make those payments? 

Mr. Heiman. I made those up to about September 15, I believe 
Phat was the last of those $2,500 payments. 

Mr. Curtis. What year ¢ 

Mr. Hetiuman. That was in 1950, sir 

Mr. DeEWINpD. So you made three quarterly payments of 82.500 ¢ 

Mr. Hetiman. That is right, sir. 

Mr. DeWinp. Now, do you recall having a conference with Mr. 
Friedman about the whole situation of your tax habilities about Sep 
tember of 1950? 

Mr. Heiman. Yes, sir. 

Mr. DeWinp. Could you please tell me what that conference was 


/ 


t 


iboul 
Mr. Heiman. Up to that time I had been after Mr. Friedman to 
try to vet this thing settled somehow, and the time Came of September 
1950, and, as this gentleman said, the way this thing was going it 
ould never be cleared yp. and I felt if he was ina position to do 
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anything it should have been done in the course of a year’s time, a 
I told him either to arrange a proper settlement or else stop telling 1 
stories to wait and wait and wait. Because the interest was accun 
lating at 6 percent, and, as the gentleman pointed out, I would nev 
get caught up with the payment of the whole thing. 

So he asked me to prepare a net-worth statement. 1 believe t] 
was some time around October. 

Mr. DeWrnp. Mr. Friedman asked you? 

Mr. Heteman. Yes; And I got my accountants to prepare tl 
statement, Then he suggest d that I make an offer of compromise, 
Now, let me go back on that, if vou will, sir, for just a min 
At the time I engaged Mr. Friedman | told him that if he could say 
me something on the interest and penalties T would engage him, but 
far as making an offer in compromise IT would not do 1 under a 

circumstances, 

Mr. 1): WHuNp. Why cl dl you tell | im that vou would hot under I 
reunmistanees wish to compromise the liability ¢ 

Mr. Hetouman. Beeause although I didn't have it liquid T h 
oud! assets to pay the entire taX, al dl I knew that from what 


] 


ul! 
very foo! sh to make an offer of compromise. 
Mr. DeWrnp. In other words, vou didn’t wish him to make a 


thought it would not be right ? 


nl 


offer of compromise, because you 
Mr. Henomwan. That ts right, sir. 
Mr. DeWinp. All right. After you prepared these net-worth stat 
ments. I eather he then suegested ne vertheless that you do file an off 
omise 1 October of O50 ¢ 


Con) 
aw ° . . . . . 
Mr. Henumwan. That is right. As T recall, I gave a copy of the net 


worth statements both to him at a. i] l res olles {. to Mr. Delanev. Phi 


ubsequ ntly LT was down in Mr. Delaney’s office and I told hin 
nld not make an offer 3 , ise | use he. by looking at 

could tmake an oer il compron —t i Ltiimt e, DYN OoOKING a 

houres, co lel see it Wis a ridiculous thing. And he said he aeres 


th me that an offer In compronitse would not be the right thi ul 
Mr. DeWinp. At that time, did Mr. Friedman indicate to you 1 


he still thought he could do something to reduce the mterest a 


W 


enalties 2 
Mr. Henpwan. That is right. But at that time I felt that I 
— - ] 
rele f } | 


made an ike in hiring this man. and I said, “The smartest t! 
for ( to do would be to get {| = ent re thing liquidated as soo 


L could.’ 
Mr. DeWrxp. Did you discuss your suspicions with Mr. Fried 


at that time / 


Mr. Hetuman. I did tell him that I felt he had misled me up ¢ 


this pe int. 
Mr. DeWinp. Did vou also discuss the matter with Mr. Shapir 


Mr HrenraMan. Yes, I cl cl I sa | to Mr. Shapiro, a feel, May 


that this fellow is not the right kind of fellow.” 
Mr. 1) WIND. After that. cid you make arrangements for the } 


ment of vour tax liabilities ? 


Mr. Hri LM an. Yes. I made a subst initial payment in January 


and I am happy to say I paid every cent to the last penny with: 
Any acd} stments whatsoever. 


] 


Mr. I W ND, \t the pres hit time vou h ive nooutstatl ding linb iif 


derste if you had the assets to pres the entire tax if would be 


nv 





l 
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Mr. Heti_man. That is right, sir. I have paid every cent. 

Mr. DeWInp. You completed those paviments mn LQo1 4 

Mr. Hetiman. That is right, sir. 

Mr. DeWinv. When was the last time you saw Mr. Friedman ? 

Mr. HeL_i_MAN. | don’t helieve I saw him in 1951. I think the last 
time I saw him was at the time when he suggested the offer of com 


promise. I had the same problem of Mr. Shapiro, in trying to get 
Mr. Friedman On the telephone. He never would answer, he orl 


iIwavs said he wasn’t there, 

sut in the early part of June. I did ea 
people from the collector's office told me there was an amount out 
ianding, and [ said I knew about it. and he asked me what I intended 
to do about it. So T immediately called Mr. Friedman and said, 
“This centleman called me aga, and as lone as you are handling 
this thing, what do you think IT had better do7”°—Pardon me. When 


I called him, he wasn't there. His partne: 


} 
| 


a mad at t! ut tin e, Some 


rot ont e telephone, nha 


I talked to him, and he said Mr. Friedman was flving to Boston, and 

he said if I contact d Mr Delaney’s office and lk ft word. he vould 
| ‘ ill nie. | | al ( il] Mr. Delaney’s offi © ill a poke to ¢ i. ot his sec 

retaries, and Mr. Friedman did call me back and tell e evervthi o 


was all right. 
Mr. DeWrnp. Just a minute. That was June of if vear / 
Mr. Heriman. This vear, sir. 
Mr. DeWexp. Jone of 19517 
Mi HeLLMAN Phat isi it 
Mr. DeWinp. I tl \ must be confused } ’ ; 
June of 19514 
Mr. Heuowan. TI vear. That rieht 
Mr. DeWinp. That v led Mr. Friedman’s offices New Y¥- 
| and he was not there. ane partner told vo e was fi to Bost 
Mr. Hetrman. To Boston. and that if J ed Mr. D 
d left word with him he is sure he would 77 
Mr De Wurnp. \ iitel that. My I) mt) tic] i 
Mr. Heniuman. That right. Th rid every ' \- 
But Thad reached tl pomt where IT felt the 


And [ paid every cent 
Mr. DeWinp. So your final payment w zometime after June of 
ES 

Mr. Heriman. It was in June: ves, sir. 

Mr. Kean. Who was Mr. Friedman's partner? 

Mr. Hetiman. T don't know. 

Mr. Kean. He just stated he was Mr. Friedman’s partner ? 

Mr. Hetuman. When IT spoke to the girl. I said, “T must talk to Mr. 
Friedman.” She said, He is out. I will let you talk to his partner.” 

Mr. Curtis. How much money did you pay Mr. Friedman all to- 
Mr. Hetuman, $5,000 
Mr. Curtis. And you paid the same amount of tax penalty and 


e-T ns if Vou hadn't hy red him 
Mr. Hetuman. That is correct, sir. It was just an wm 


tatoo. 


) 
‘ 
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Mr. Curtis. And as I understand your position, you did not dispu 
the taxes and wanted to make no compromise offer, but if legitimat: 
he could make any adjustment of the interest and penalty 

Mr. Hertman. That is right. That is it exactly. ; 

Mr. Curtis. But nothing was done in that regard? 

Mr. Hettman. Nothing at all. I am sure, and you can get t] 
record, that every cent was paid, the entire amount. 

Mr. Kean. But you did get a delay, as a result perhaps of ¢! 
$5,000 ? 

Mr. Hetuman. I think it would have been better if I didn't ¢ 
the delay, because the delay meant that I was following Mr. Fried 
man’s instructions by paying these small amounts. But I am suv 
that making some small adjustment I could have liquidated the who 
thing if he had made some adjustment on it. 

Mr. Kean. The result of the $5,000 was perhaps that you did 
a delay. You say now that it did you no good, that it would ha 
been better if you had not got it, but you did get it in exchange fo 
the $5,000 ? 

Mr. Hetieman. Yes, sir. 

Mr. Curtis. The last time you were in touch with Mr. Friedma: 
he still assured you it was all right ¢ 

Mr. Hetiuman. Yes, sir. 

Mr. Curtis. And that call came to him from Mr. Delaney’s offic: 

Mr. Heriuman. Whether he talked to me from that office or whet: 
he called from outside, I wouldn't know. But I know he called nu 

Mr. Curtis. But that is the way you contacted him ¢ 

Mr. Hetuman. That is right. 

Mr. DeWinp. That is all the questions I have, Mr. Chairman. 

Mr. Hetuman. Will you want me, gentlemen, for anything furthe: 

Chairman Kine. We appreciate your giving the information yo 
have. 

Mr. Hetiman. Thank you very much. I certainly appreciate t! 
kindness you gentlemen have shown. 

Chairman Kine. Mr. Friedman, please? Mr. Jerome Friedman ’ 

Will you raise your right hand, Mr. Friedman? Do you solemn 
swear that the testimony you are about to give will be the truth, t! 
whole truth, and nothing but the truth, so help you God 

Mr. Frrepman. I do. 

Chairman Kine. Please be seated. Identify yourself for the reco: 





TESTIMONY OF JEROME FRIEDMAN, INTERNAL REVENUE AGENT 
UPPER NEW YORK DIVISION 


Mr. Frrepman. I am Jerome Friedman, internal revenue age! 
upper New York division. 

Mr. DeWinpv. Mr. Friedman, your post of duty as a revenue age! 
is the upper New York division in New York City? 

Mr. Frrepman. That is right. 

Mr. DeWinp. Have you been assigned to examine the books a1 
records of the Estate Research Bureau by your office ¢ 

Mr. Friepman. Yes; I have. 

Mr. DeWinv. When were you assigned to that job? 

Mr. Frirepman. I believe it was July 2,1951. I could check that 
a moment. 

















INTERNAL REVENUE INVESTIGATION 619 


Yes; it was July 2. 

Mr. Curtis. Mr. Friedman, I want to clear something for the 
record. You are with the Bureau of Internal Revenue in New York? 

Mr. FrrepMan. Yes; I am. 

Mr. Curtis. Now, you have been here this morning during this 
earing, have you not? 

Mr. Frrepman. Yes; I have. 

Mr. Curtis. During the testimony of the other witnesses? 

Mr. FrrepMan. Yes. 

Mr. Curtis. And you heard mention made of a gentleman by the 
name of Friedman ?¢ 

Mr. FrrepMan. Yes. 

Mr. Curtis. That is not you? 

Mr. Frrepman. That is not me. 

Mr. Curris. I wanted that in the record. 

Mr. Friepman. I don’t know the gentleman, have never met him, 
ind he is no relation to me. 

Mr. Curtis. I thought you were entitled to that. 

Mr. DeWtxp. His name is Mr. Daniel Friedman, and your name 

Mr. Jerome Friedman ? 

Mr. Frrepman. That is correct. 

Mr. DeWinpb. Now, Mr. Friedman. you were going to say the date 
n which you were assigned. 

Mr. Friepman. July 2, 1951. 

Mr. De WINp. Since that time have you examined the books and 

ords of the Estate Research Burenu ¢ 

Mr. Frrepman. Yes: I have. for 1948, 1949, and 1950. 

Mr. 1); WIND. Now, do you find, in the books of the Estate Re- 
earch Bureau, entries with regard to payments made by Mr. Maxwell 
Shapiro ¢ 

\Ir. Friepman. Yes. 

Mr. DeWinxp. Would you please tell us what those entries show ? 

Mr. IF RIEDM AN. | had them written down here, but Mr. Lyon took 

emaway. They were the receipts in 1949. I don’t have the exact 


ife, | believe It Was In May. I don't have them on my papers 
Mr. DeWinp. All right. Suppose we leave that question for a 
ment. 


Do you find in those records entries with regard to payments by 
Ie tate Research Bureau to Denis W. Delan ey Ol Denis W. De- 
inev & Co, ? 

Mr. Friepman. Yes. 

Mr. DeWinp. Would you please tell us what those entries are? 

Mr. Friepyan. On April 26, 1949, a check was made pavable to 
Denis W. Delaney for 82.500. This check was endorsed by Denis W. 
Delaney, reindorsed “Denis W. Delaney Co..” and deposited in the 
\rlington Trust Co. in Lawrence, Mass. 

Mr. DeWtnp. That is \pril 26, 194947 That is the date of that 

eck ? 

Mr. Frrepmwan. That is right. 

Mr. DeWinp. What is the next entry? 

Mr. Frrmepman. We have one of May 6, 1949, for $2,500, a check 

ide payable to Denis W. Delaney Co., endorsed “Denis W. Delaney 
‘ On. reindorsed “Denis W. Delaney.” and deposited inh the Middlesex 
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County National Bank, Somerville, Mass. The next entry was A 
cust 11, 1949, check for 82.500, made pavable to Denis W. Delaney C 
endorse d “Denis W. Delaney ce” dleposited in the Middlesex Co i! 
National Bank, Everett, Mass. 

Mr. DeWinp. The date of that is August 

Mr. Friepman. August 11, 1949. 

Mr. Curtis. Where was that last deposit ¢ 

Mr. Friepwan. In Everett, Mass. 

Mr. Curtis. Each one of those checks was deposited 
bank ? 

Mr. Frrevwan. Well, I 
deposited in Everett, Mass. 

Mr. Kean. The first two checks. 
exactly 5 davs after the checks were given to the Research Burea 
Mr. Shap ro, according to his testimony. and the other check 
S2 FOO—I do not have the exact date of Mr. Hellman’s pavinent, | 
it was within just a few days of the paviment, 

Mr. Frmeowan. It is very possible. 

Mr. Kean. That amounted to half the amount that Mr. Shap 
had paid and half the amount that Mr. Hellman had paid, 


In) il dl tl Tr 


have another che k here which Wis 


then, for S2.500, were made ¢ 


il 

Mr li WiINp. | thi kk. Mr. Kean, the record will be complete wl 
Mr. Friedman testifies as to the next pavinent, 

\I e rir MAN. Yes, | have one more pavinent here, lo Denis \\ 
Delaney Q))) September 15, 1949, check for 82.500, made payable I 
| W. ey laney C’o.. en lor ed “Denis W. Delaney Co.” al | (| 
posited in the Middlesex County National Bank, Everett, Mass. 

Mr. DeWinpo. Mr. Hellman’s testimony was that he 


len 


paid S2H00 } 





check on August 25 tothe Estate Research Burea Phe date of ve 
entry there was when / 

Mr. FrirpMAnx. September 1 

Mr. DeWinp. That ts a payment se 

Mr. Ferepman. That is corres 

Mir. DeWinpn. Now, did wou say re that check s deposit 

Mir. Froepwan. The last one / 

\Y, 1) Wis: W 

Mr. Fen x. Ye In the Middlesex v Na 
everett, Mas 

\I DeWinp. Are those all | Thee Swe ~ nd fro 
bestat Rt i! Bureau to D W. Delanev or D - W. Del 
& 4 oo. 7 

Mir. FrirpmMan. Yes 

Mir. DeWinp. All of those, then, are im L949. 

Mir. FirpMan. That is correct. 

Mr. DeWinp. Mr. Friedman, from your examination of the bo 


d records of p 


of the Estate Re 
ment to James | 
Mr. FrirpMan. 
Mr. 


enreh 13 rene 
Finnegan / 


Yes: I have. 


ie \\ IND, Would you please tel] lis what those entries nre 


for 149. do vou fit 


what the payments were ¢ 
Mir. Friepmanx. On May 2. 1949. there was a check made out 
J imies P. I hnhevgan for SO. ‘| he cheek Wills pay ible to Jam 


I 
the 


hnnegabn al al t ndorsed by James | . : hhhnevah anal lepos ited 1yy hilt 
Lower Grove Bank & Trust Co. in St. Louts. Mo. 
(re there other entries ¢ 


Mr. DeWINb. 
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Mr. Friepman. Yes: we have an entry on May 20, 1949. A check 
vas made pavable to James P. Finnegan, for S625. It was endorsed 
“Tames P. Finnegan” and deposited in the Tower Grove Bank & 
Prust Co. St. Louis, Mo. We have another check on February 6 

0, for 8750, made payable to James P. Finnegan, endorsed by him, 
nd deposited in the Tower Grove Bank & Trust Co., St. Louis, Mo. 

Mr. DeWinp. Mr. Friedman, do you tind records of payments made 
the Estate Research Bureau to Hugh Finnegan 4 

Mr. Frreoman. Yes: I do. 

Vir. DeWInNp. Will vou please tell Ss what tries vou find on those 


portion of the check on the left it savs: “Account H. PLE. $ 


\! fils Wats e@hclorse ly Dar el Fy earn ie Le po te nhist 
me Cruarenes Tru C'o 
(dn Aveust oI. 1949. it was deposited o7 ashed. I should say. | 
\ int tell from the check 1 \ - t ol, To). there wa i heck 
de payable to TL. P. Finnegan for 8375. Tt was endorsed by him 


d deposited in the Bank of Manhattan Co. 161-10 Jamaica Avenue, 
Premed 1. N. z. 
\] 1) Wiwp. 1 | | ! *] ( (i \ Corre ! ce ‘ : \l I° oad? i] 


~ , ) 
\] 1) Winn “C 1 7 4 
fr. Pa IAN. J 





hinedie to ‘ ! r | 1} ‘ | 
: I assunied they were for legitimate missio 
iF (| il | ( form ‘) ofl He ¢ ! { ( 1 eCe 
rsemel f the Est Resen Der 
r) 
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Do you know anything about the totals? Have you got that fa: 

Mr. FriepMan. No; I don’t have them here. I have all the files ; 
my office, and I was called out of my home last night at about 10: 51 
so I wasn’t able to get the files. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. The committee wishes to thank you for the info: 
mation you have given, Mr. Friedman. 

You may step down. 

Because of the nature of the business that is to be transacted in th 
House, the committee feels that it should now adjourn until 10 a. n 
tomorrow morning. 

(Whereupon, at 12: 15 p. m., Tuesday, October 16, 1951, the heari 
was recessed until 10 a. m. Wednesday, October 17, 1951.) 
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THURSDAY, OCTOBER 18, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL- 
ReveNvuE Laws or THE COMMITTEE ON Ways AND MEANS. 
Washington, D. @. 

Che subcommittee met at 10:24 a. m., pursuant to call, in the main 
earing room of the Committee on Ways and Means, New House Office 
Building, Hon. Cecil R. King (chairman of the subcommittee), 
presiding. 

Present: Representatives King, O’Brien, Kean, and Curtis. 

Present also: Adrian W. DeWind, chief counsel to the subeom- 
mittee; Bruno Schachner, special counsel; Stanley S. Surrey, special 
ounsel; Charles 8. Lyon, assistant counsel; Donald Schapiro, assist- 
int counsel; Joseph H. Flom, assistant counsel, and James W. Dowl- 
ng, chief investigator. 

Chairman Kine. The subcommitee will be in order 

Mr. Donovan? Mr. James Donovan ? 

Will you come forward, Mr. Donovan / 

Please raise your right hand and be sworn. Do you solemnly swear 

{ testimony you are about to vive W ill be the truth, the whole truth, 
nd nothing but the truth, so help you God ¢ 

Mr. Donovan. I do. 

Chairman Kine. Be seated, Mr. Donovan. 


TESTIMONY OF JAMES DONOVAN, ATTORNEY, LAWRENCE, MASS. 


Mr. DeWinv. Mr. Donovan, you are an attorney; are you not? 

Mr. Donovan. Yes, sir. 

Mr. DeWinp. Where do you practice / 

Mr. Donovan. Lawrence, Mass. 

Mr. DeWinp. Do you know Denis W. Delaney, the former collector 
f internal revenue in Boston ? 

Mr. Donovan. Yes. 

Mr. DeEWinn. How long have you known Mr. Delaney ¢ 

Mr. Donovan. A great many vear, probably 50. 

Mr. DeWinp. You have known Mr. Delaney well ? 

Mr. Donovan. Well, not meeting him every day, but I would meet 

m occasionally. But not very frequently. 

Mr. DeWinp. Mr. Donovan, do you recall in July of 1946 that you 
were retained by the Raytheon Co. in connection with a matter here 

Washington ? 

Mr. Donovan. Yes. 


623 
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Mr. DeWinv. Could you please tell the committee what that matt 
was and how vou were retained 4 

Mr. Donovan. Well. it was concerning a building that Raytlhe 
wanted in Chicago. I came here to Washington to find out about 

Mr. DeWinp. Could you please move forward a little farther / 
think you can he heard better. 

Was this building owned Ly the United States (rovernment / 

Mir. DoNovVAN I believe it was: ves. 

Mr. DeWinxp. Was it a War Department building ¢ 

Mr. Donovan. I think SO, 

Mr. DeWinp. And the Raytheon Co. was interested in acquit 
the building: is that right / 

Mr. Donovan. That ts right. 

Mr. DeWinp. Did you come do vn to Washington about that matt: 

Mr. Donovan. Yes. 
Mr. DeWinxp. Did Mr. Delaney come with you ¢ 
Mr. Donovan. Now. Lam not sure whether he came with me. Y: 
ITthink he did. Yes. 

Mr. DeWinp. Did he come with you at your request ‘ 

Mr. Donovan. Yes 

Nir. 1) WiuUND. Well, could vou please tell us just how that PLed pope lie 
and why vou asked him to come ¢ 


Mr. Donovan. Well, LT knew some people in Washington, but 


wanted m with n so that. if I wanted introductions to anvbody) 
might know, he might tell them who and what |] was . 

Mir. DeWinxp. You went to Mr. Delaney and asked him if he we 
( adowh With you for that purpose, d dl you! 


Mir. Donovan. Yes 
Mr. DeWinp. And then both of you came down to Washing 
fovether ¢ , 

Nii | GONOVAN Yes: | believe we did. 

Mr. DeWinp. While you were here, I suppose you must have 
Ty tio the War Department / 
Mir. Donovan. I did: yes. 
Vir. DeWuNpb 1) i Mr. Delaney attend those negotiations with y 
Mir. Donovan. No, sir. . 
Mr. DeWinp. What did Mr. Delaney do while you were here 
Wasi ort / 
Mir. Dow \. Well, IT can't remember anything 


he did ] Liiithk | used to talk over the matter with him, and | do 


1 


particularly t] 


remen ranvthing particularly that he did. 
Mr. DeWinxp. Well. did vou diseuss with him the negotiations 4 
were having ? , , 

Vir. Donovan Oh. ves. 

Mr. 1) \\ IND, But. so far as you recall, he did not make any i] tre 
auctions for you! , , 

Mr. Donovan. No. \ few social ones. I met a few Conegre ssn 
that he knew and i troduced me to, 

Mr. DeWrnp. But it had no relationship to the business vou w 
here on? 
Mir. Donovan. No. 
Mr. Kevan. Mr. Chairman ? 
Chairman King. Mr. Kean will inquire. 
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Mr. KEAN. Then the purpose for which you asked Mr. Delaney to 
come down here was not carried out; the purpose that he came down 
ere for, as you have just testified, be ney that he might introduce you 
to some of the right people that you did not know, and he did not do 
iat ¢ 
Vir. Donovan. It didn’t become necessary for him to. 


Mr. Kean. It was not 


1 


because vou Tounad vou could 


the meht people without having Mr. De ley} ey’ 


l 
Mr. D is right. ] would pret 
riotif people ; not “cot to” them. 


necessary 
introductiol 
to say that l 


NoVAN. That er you 


Mr. Kean. I apologize for saving that you “got to” them. 
Mr. DeWrxp. Mr. Donovan, how long were you and Vir. Delaney 


\Ih Donovan. © not! ore than, T think, 11 onit 

Mr. DeWrxp. And then did you both go | Boston together 
Mir. Donovan. Yes: I think so. 

Mr. DeWinp. What fee did the Rh on Co, pay you Tor that trip 


Washineton / 

Mr, Donovax. Two thousand dollars. 
Mr. DeWixn. W ye ye ip te ae eee 
bh that mattel 

Vir. Donovan. Yes 

Mr. DeWinp. Now, did 4 af that to Mr. Delane 
Mr. Donovan. Ye 

Mr. DeEWIND. \\ iat portion of it a lvon pay to 

Donovan. IT enve hu theo } 

DeWrni Pic vou ve 

ling of the Tee! 

Mir. Dowovan. N | _— a 

Mir. DeWinp. Did \ tell him that this 


} 
you had re { , l 


\Iy 
\ir. 


Mr DONOVAN | fever rem hy LN ad 
T might have it bn Mr. DeWind, t! \ vo. a 
t | ac SCY ‘ cea i t Wiis 
iol ip rece) 
Mr. Kean. Mr. ( in? 
( uirman Wo \] Ken 
r. IKEAN +] , 


ation to fj i) a 
Mir. Kean. You paid ere! | ( : ere ready to 
( ervice for vou if you required it! 
Mr. Donovan. If I needed intr ons; that is rg 
Mr. DeWinp. You were paid by the Raytheon ¢ \ ‘ rm 


hot vou! fee / 
Mr. Donovan. Oh, ves. 
Vir. DeWtinp. JA idk you pay Vii 


Mr. Donovan. Ye 
Mr. DeWinp. M1 
ops ol ach ck dated Ju 


ce, \I iss... TO t| e orde 


could I ret vo 
ir 


VY 20, 


Donovan. 





otostatic 


rust Co... L 


iwrel 


‘ 


James 


rned 


sum of $1,000, > 





A. Dono, il ” 
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Mr. Donovan. Yes. 

Mr. DeWrnp. Is that a copy of the check that you gave him 
connection with the Raytheon matter ¢ 

Mr. Donovan. Yes. 

Mr. DeWinp. Thank you. The date on that check is July 26, 14 
Mr. Donovan, do you recall that later in 1946, about September 
1946, you were retained in connection with an application for a lice: 
by Station WLAW ? 

Mr. Donovan. Well, I was the general counsel for the Hildret| 
Rogers Co. before that date. 

Mr. DeWrnp. I see. Well, did they ask you to represent them 
attorney in connection with a license to broadcast on 50,000-\ 
power ¢ 

Mr. Donovan. Not exactly that way. I was to investigate to 
what had happened to the application. The application was ly 
up here in Washington for some time, and I came more to find « 
what happened to it, to see whether it was postponed, pigeonhol 
forgotten. or was being considered. 

Mr. DeW inp. You came down as their attorney to inquire into t 
status of the application ¢ 

Mr. Donovan. That is right. 

Mr. Dewinp. Now, on that occasion, did you bring Mr. Delan 
with you / 

Mr. Donovan. Yes. 

Mr. DeWinxv. Now, would you please tell us what arrangement vy 
made or what request you made to Mr. Delaney in connection wi! 
that trip? 

Mr. Donovan. Practically the same thing: that IT might need h 
to introduce me to them. 

Mr. DeWrnp. You and Mr. Delaney came down together in Septe: 
ber of 19464 

Mr. Donovan. Yes. 

Mr. DeWrxp. Now, will you please tell us what occurred on t! 
trip in connection with the WLAW application ¢ 

Mr. Donovan. It happened that the late Senator Walsh was 
Washington. So I went to him, and he got me a conference with t 
Federal Communications Commission. And I learned that the ap] 
cation was being considered and that there were several ahead of 
and it would be heard as soon as possible. 

Mr. DeWrnp. Is that all you did in connection with the matt: 
make that inquiry and find out that the application was pendin; 
Mr. Donovan. It took some time for me to accomplish my meet 

with the Commucations Commission, 

Mr. DeWinp. How long were you here arranging that meeting / 

Mr. Donovan. I think I arrived here one day, and—— 

It might have been 2 days, but I don’t think any more than that. 

Mr. DeWrnp. Now, did Mr. Delaney go with you to the confere: 
at the FCC? 

Mr. Donovan. No. Oh, no. 

Mr. DeWinp. What did Mr. Delaney do in connection with | 
matter while he was here with you ¢ 

Mr. Donovan. Make himself available if I needed him; but I did: 
need him. 

Mr. DeWrnp. Did he do nothing in connection with the matter? 
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Mr. Donovan. He introduced me in a social way toa few people. 

Mr. DeWrnp. Did it have any connection whatever with the 
application ¢ 

Mr. Donovan. No. 

Mr. DeWinp. Well, to whom did he introduce you? 

Mr. Donovan. He introduced me to one or two pe ople at the White 
House, but only socially. 

Mr. DeWrnpb. Are you quite sure about that ? 

Mr. Donovan. Oh, yes. 

Mr. DeEWinp. Well, to whom did he introduce you ? 

Mr. Donovan. He introduced me to Matt Connelly. He had known 
im up in Massachusetts and was very friendly with him. And he 

itroduced me to Mr. (George Schoeneman, who was then an assistant 
tothe President. But it was just social. That isall. They didn’t do 
anything. ; 

Mr. DeWinp. I am having some difficulty hearing you. 

Mr. Donovan. They didn’t do anything in connection with the mat- 
ter. I just met them. That is all. 

Mr. DeWrnv. Well, Mr. Donovan, let me have you look at ac opy ofa 
letter dated January 31, 1949, just for a moment, if you would. 

Now, if you will just read the first paragraph of that letter to your- 
self, and just take you time to do that. 

Mr. Donovan. Yes. 

I can explain that. 

Mr. DeWInp. Well. would you? 

Mr. Donovy an. At the time he took me to the White House. he intro 
dui ed me to these people 

Mr. DeWirr. That is, to— 

Mr. Donovy AN. To Mr. ( ‘onnelly an 1d Mr. Schoene nian. Then later, 
or the same day, Mr. Delaney, Mr. Schoeneman, and I had lunch at the 
Statler, I believe. Yes, 

Now, when I say, “You remember I bothered you with telephone 

ils on the WLAW 50.000-watt —psceten - 

Mr. DeWinpb. Just a minute. Perhaps we had b tter identify thi 

Mr. Donovan. It is a letter of January 31, 1949, to George J. 
Schoeneman, by me, 

Mr. DeWtnp. That isa letter you wrote to Mr. Schoeneman in 1949? 
Mr. Donovan. That is right. 

Mr. DeWinp. To make it clear, would you just read the first para 
iph, so that the committee will understand ¢ 

Mr. Donovan. All right. 

It is some time since I have seen you, and I want to congratulate you again 
your elevation to the commissionership. I have fond recollection of the duy 

Collector of Internal Revenue Delaney and you and I had lunch at the 
itler and also my visit to your office in the White House. You remember I 
» bothered you with telephone calls on the WLAW 50,000-watt application 


“a 


That refers to another time. some time after I had met him. I] 
eard that the application was practically on the table at the FCC, 
l led Mr. Schoeneman. and I called senator Walsh. and asked them 
I they could hurry it along, or whether anvthing could be done w ith it. 
Mr. DeWtnp. This was not on the oceasion when Mr. Delaney- 
Mr. Donovan. No; Mr. Delaney was not with me 
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Mr. DeWinpv. But you had met Mr. Schoeneman through M 
Delaney ¢ 

Mr. Donovan. Yes. 

Mr. DeWinv. All right. Thank you. 

Now, what fee did you receive from your client in connection w 
that application, that trip you made to Washington ¢ 

Mr. Donovan. Well, Lam on regular fees with them, but they ga 
me S2.000, That was after the application cue through or aVrol 
that time. 

Mr. DeWtnp. I see. Now, did you give any part of t 
Delaney ? 

Mr. Donovan. No, sir. 

Mr. DeWinp. Did your client pay any fee to Mr. Delaney ¢ 

Mr. DONOVAN, I didn’t see lf paid, and | clidn't know abo 
except that they cliscussed it with mie, that thev had prerda hima f 

Mr. DeWinp. Did they tell you what fee they had paid to | 

Mr. Donovy AN. Well. ] wouldn't have recollected, only | th ! k \I 
Lyon showed mie the che k for SZ.000, 

Mr. DeWinp. That is, they paid an amount equal to the a 
they had paid you? 

Mr. Donovan. Yes; they did. Because keep in mind that they 
meona regular retammer, 

Mr. DeWinp. Well, didn’t they indicate to you that they had p 
Mr Delar eV asil ilar amount te what they had pur d vou? 

Mr. Donovan. I think they did. but that is back in 1946 or 1947 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. You tell me that Mr. Delaney did nothing for yo 
that trip. Yet, when you discussed it with Radio Broadeasting ¢ 
you did ivree W th them that on account of Mr. Del they havil i ik 


r for vou, it 


the trip with vou and being ready 


to do somethi 
worth S2.000 ¢ 

Mr. Donovan. Well. T don’t know, Congressman 
Delaney, on account of my health, was with me. I don’t know. IT! 
never said so. But I had two heart attacks, and since then I have 
au very erro ope ! ition. I hardly ever travel alone. Th = Cane 
suddenly t} it | un here alone today. But | have a Uspielon that 


} 


was instructed to watch me. Because I hardly ever traveled 

Mr. DeWinp. Did you tell your client that Mr. Delaney was gé 
to be helpful before you made the trip? 

Mr. Donovan. No, I don’t think so. 

Mr. DeWinp. Well, when did you tell them that Mr. Delaney 
partic Ipated ¢ 

Mr. Donovan. Oh, I think they knew he was going with me. 

Mr. DeWrnxp. Oh, you did tell them before you went that Mr. D 
laney was going down with vous 

Mr. Donovan. Oh, ves. They knew he was going with me. 

Mr. DeWinp. At that time, did you discuss any fee that Mr. D 
laney would receive ? 

Mr. Donov AN. No. 

Mr. De Wunp. You simply told them that you had asked Mr. 1) 
laney to go along with you in case he might be helpful ¢ 

Mr. Donov AN. Yes. You see, Mr. DeWind., Mr. Delaney had i I 


of friends in Boston and around other places and had a wondert 
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press. I am sorry that he is in this thing, because my city feels very 
sad about it. But they are withholding judgment until this ease is 
tried. 

Mr. DeWinpb. Mr. Donovan, do you recall that, in the fall of 1948, 

were retained by a Mr. Frank Muleahy Lo represent him } 1 CONn- 

nection with a certain tax matter ¢ 

Mr. Donovan. I wasn’t retained by him exactly. He told me about 
tf. because I was the counsel for the Pratt Est ite and trustee of the 
Pratt Estate. And that is where the Frolics at Salisbury is located. 

Mr. D1 WHINp. What was Mr. Muleahy’s business ¢ 

Mr. Donovan. He was the manager of a night elub. 

Mr. DeWinpb. What was the name of the night elub# 

Mr. Donovan. The Frolics. 

Mir. DeWINp. W the name the Salisbury Frolies ¢ 

Mr. Donovan. Well, it doesn’t say that over the place. As I remem 
er, it says “The Frolics,” but it is referred to as Salisbury Frolies. 

Mr. DeWinp. Is there a corporation that owns that establishment, 

wnas Salisbury Frolics, Inc. 

Mr. Donovan. Salisbury Frolies, Inc., owns the license and the food 

d whatever else is in there, and the real estate and the furnishings 
and fixtures are owned by the Pratt Estate. 

Mr. DeWinp. Isee. So this might club is located on property owl ed 
by an estate of which you are trustee; is that right 4 

Mr. Donovan. That is right. 

Mr. Dt \WHuINp. Did Mr. Muleahy come to discuss with vou a cabaret 
tax matter? , ) 

Mr. DoNOVAN, Ye 

Mr. DeWinp. Could vou tell us what that matter was? 

Mr. Donovan. He told me that a couple ola t\ ollectors., twe 

three of them. had been down at the bene! ind had bee Wal hing 

perrormer called Ar Jo ll an outside cate, if other we ras, the 
Frolies main din ¢ room is enclosed, but this was open in the front 

the sidewalk near the Frolics main dining roo \nd this Jo-Jo 


1 jukebox be] 


_ 


nged his hat. 


I had seen him before. and I didn't think it wa cabaret tax matter. 
| Col pared Jo-Jo tO a! orchestra leadet Witl batol who leads his 
And another thine. No tax was ever coll ted. and [1 nig 
is inequitable to tax first the association and then the corporation 


1a matter. 
Mr. DeWinxp. Excuse me, Mr. Donovan. Could you tell the com 
tee just what the question wa ¢ Wa if el O-e) *e periorn mice #7 


\\ if Was the cue tion / Did | onstitute entertarnment 4 
Mr. Donovan. Well, ves, in the way that a band entertains, which 
ot taxable. And they sent bills, and I appeared on the matter, 


d I would have taken it to the last court of appeal, because I firmly 
eve that it was not a taxable matte li | bec: 
decided like a bordei line ¢ e. and therefore s nee that t me, they 


s 
> 


ive collected the tax, and paid it, as far as I know. 
Mr. DeWinp. Jo-Jo’ 
Mr. Donovan. Yes, sir 

Mr. DeWinp. If he had opened his mouth, would that have beer 


asilent act: is that it 


- 
= 





/ 


X ible / 
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Mr. Donovan. Sometimes he opened his mouth, but he didn’t sa 
anything. But he lacked a great many of his 32 molars, and in t! 
way he entertained them without saying anything. 

Mr. DeWrnp. Well, if Jo-Jo had emitted one sound, it would hay 
been taxable; is that right / 

Mr. Donovan. I am not sure of that. I am not sure about tha 
But I know he didn’t sing. 

Mr. DeWrnp. He was a mimic of some sort? Pantomime? | 
that right ? 

Mr. Donovan. He used to change hats, like that [indicating]. 
didn’t see the whole act. I have seen him. 

Mr. DeWrnp. I just wonder what stood in the way of taxabilit 
If he had sung, it would have been taxable / 

Mr. Donovan. I imagine so. 

Mr. DeWtnp. If he had talked, it would have been taxable ? 

Mr. Donovan. In an entertaining way; yes. 

Mr. DeWtnp. But he just behaved in an entertaining way witho 
opening his mouth, it was not taxable ¢ 

Mr. Donovan. You see, the jukebox furnished the music, and | 
plaved these drums, and in that w ay it, I suppose, attracted some ye 
ple. But there would be hundreds outside the place that didn’t | 
tronize it at all, but would be just watching him, listening. 

Mr. DeWinv. Tell me. How much tax money turned on the qu 
tion of Jo Jo's performance ? 

Mr. Donovan. Well, I think their tax bills amounted to something 
around S1t5.000, But these fellows 1 ‘Inded the whole receipts of t] 
place, not considering that Jo-Jo only plaved part of the time W ith | 
drums. He only played, I think, mostly at night for a few hom 

Mr. DeWixp. Now, did you take this matter up with Mr. Delaney 

Mr. Donovan. Yes. 

Mr. DeWinxp. When wasthat? Was that in the fall of 1948? 

Mr. Donovan. Yes, that is right. Around September 1948, 
September of 1948. 

Mr. DeWinp. Now, between September of 1948, and May of 1945 
did you have numerous conferences with Mr. Delaney or other peoy 
at the collector’s office ? 

Mr. Donovan. Yes. T had conferences with Delanev. and IT had 
hearing at his office, which lasted all morning, with Messrs. Delaney 
Hoar. Higgins, Greenhalge, F. D. Muleahy, and Harkins present. 

Mr. DeWinp. Now, T assume you presented vour argument to M: 
Delaney, that Jo-Jo had stayed on the nontaxable side of enterta 
ment ? 

Mr. Donovan. T bored him with it. 

Mr. DeWinp. What did Mr. Delaney think about the matter ? 

Mr. Donovan. Well, he called in all these chiefs. T suppose thy 
were chiefs. They all seemed to be very important men in the I 
ternal Revenue. And T told them the story. 

In the meantime, T filed an appeal. A copy of the letter vou jl { 
showed me accompanied the appeal I made to the Internal Rever 
in Washington. 

Mr. DeWinp. Well, did you get a decision against you in the Bost: 
office? Was that it? 

Mr. Donovan. No. They simply, I believe, referred it 
Washington. 
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Mr. DeWInp. Who referred it to Washington / 

Mr. Donovan. I don’t know. 

Mr. DeWrnv. Well, in your conferences in the collector’s office, 
did any of the people that Mr. Delaney brought in indicate they 
thought it was not taxable ? 

Mr. Donovan. They had some discussion, but I don’t think there 

any decision. 

Mr. DeWrnp. That is, you don’t recall any decision in your 
resence ¢ 
Mr. Donovan. No, sir. 

Mr. DeWinv. What did Mr. Delaney tell vou about the matter 
il he express any opinion as to the 815.000 tax liability / 


Mr. Donovan, Well. he told me I would have to appeal it to Wash- 
on, would have to take tf up WwW th W ishington. And ] got a let- 

rthen from a Mr. Bliss, I believe: and | think, as a re ult of that 
ter, | filed an appeal with Mr. Schoenen an, setting forth again 
if Jo-Jo did. 

Mir DeWiInp. That was your letter to Mir. Schoeneman of J mMuarv 

19494 , 
Mr. Donovan. The one you just showed me: yes. That is the date, 
Mr. DeWrnp. That is right. Yes. 

Now, did Mr. Delaney tel you that he would take the matte up mn 

Washington for you ¢ 

Mr. Donovan. No: but he did take it up). L dlon't think he told me, 

it he did write me that he took it up with them. 

Mr. DeWtuxp. Mr. Donovan, may [ show vou a photost itic copy of a 
ter dated AY ml 2d, 1949. addressed to the Honorable James x 
novan and bearing the signature of De) \\ Delaney, collector. 


? 





’ vou have the original of that lettre: 
Mr. Donovan. April25.19490% Yes: Thav 

Mr. DeWinp. Is that letter on the letterhead of the collector 4 

Mr. Donovan. Yes. 

Mr. DeWinp. It is the official Government statior ery ¢ 

Mr. Donovan. Well, it says “Tr isury Department, office of collee 


Vr. LD WInp. Yes: that is what I mean, 

Now. could you please read the letter so that the committee will] 
w the content’ TImean, could vou read 

Mr. Donovan. Aloud ? 

Mr. DeWinp. Yes: aloud. 

Mr. Donovan. Well, it Says: 


Drar Gus: Reference is made to the nt conference held in this office on 
h 23 in counection with the proposed ssessmnent of cabaret tax plus penaity 
nterest against Salisbury Frolics, Inc., Qcean Front, Salisbury Beach, Mass., 
e periods June through September 1947 and June through August 1948 

‘nimy return from Atlanta [ stopped in Washington and discussed this matter 

h the Bureau. They made a thorough review of the circumstances under 
pantomime is presented in restaurants, barrooms, and similar publie 

s, and the nature of such entertainment, and they reached the conclusion 
ntomime entertainment presented in restaurants, barrooms, and similar 

© places constitutes a public performance for a profit, as a roof garden, cab- 
or other similar places within the meaning of section 1700 (e) of the In- 
il Revenne Code, as amended Accordingly, all amounts paid for admission, 
eshments, service, or merchandise by or for ar y patron or guest who was 
ent in such establishment during any part of the time the pantomime enter 


nent Was presented are subject to the eabaret tax 
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I did prevail upon the Bureau, however, that in this particular instance thy 
taxpayer should not be held responsible for the cabaret tax for the above per 
and the assessment therefor will not be made. Iam sure you will realize this 
quite a concession on the part of the Bureau, and I know you will will ady 
Mr. Mulcahy that in the future under similar circumstances, the Salisbu: 
Frolics will be held liable for cabaret taxes. 

With kind personal regards and best wishes, I am 

Denis W. DeLanry 

Mr. DeWinp. So Mr. Delaney said: “I did prevail upon the Burea 
however,” and “I am sure you will realize this is quite a concession 

Mr. Donovan. Yes: I presume he told them that the tax was! 
collected, and it was probably inequitable. I don’t know, 

Mr. ‘¢ Winp. Well, did Mr. Delane y, as far as you know, go le ' 
to Washington to prevail upon the Bureau in behalf of Mr. Mul 

Mr. Donovan. No; he said upon his return from Atlanta. hh th 
letter it says that upon his return from Atlanta he dropped in ther 

Mr. DeWinp. Well, as far as you know, was he going to drop i in t 
seek to prevail upon the Bureau to make a concession’ Or had ye 
had any discussion as to what he would do in Washington ¢ 

Mr. Donovan. No. No; I didn’t have any discussion with him. 

Mr. DeWtnp. Well, in any event he told you he had prevailed at 
obtained a concession. Now, that letter is dated April 25, 1949, an 
] assume that was the end of the matter / 

Mr. Donovan. Yes: as far as I was concerned, it was the end of it 

Mr. DeWinpb. Did Mr. Muleahy agree that from that time forward 
he would pay the taxes? 

Mr. DoNOvAN. Well, I told him. I think I sent him a copy of th 
letter and told him that it was a border-line case and that hereafter 
taxes should be collected. 

Mr. DeWinpo. Did you receive a fee from Mr. Mulcahy for the 
services ¢ 

Mr. Donovan. No; I was paid by the Frolics and the Pratt estate. 

Mr. DeWinxp. You were paid by the Pratt estate? 

Mr. Donovan. Well, by the Frolics and the Pratt estate. Yes. 
don’t know which one paid me because in that first year the place | 
rot hee N) leased, and we ran if through Mr. Muleahy’s nana gemel 
and all the income of the estate woes to his wife while she lives. Shi 
Ralph Pratt’s daughter—the late Ralph Pratt. And—just a m 
ute that was the reason I went in on the case. lt Was to protect 
Interest, 

Mr. DeWinp. I see. But on July 27, 1949, you billed Salish 
Frolics, Inc., the sum of S950: 1s that correct / 

Mr. Donovan. That is right. Well, that was for a lot of tl 
from 1947 to 1949. If you start at September 1948, you will see t 
entries that I made. Now, it has been stated to the investigators t] 
I didn’t send any bill in, and there was an affidavit filed tn wl 
there were mistakes. They said I didn’t send any bill. 1 did 
a bill, and I was paid. 

Mr. Dy WIND. So part of this bill covered the tax matter and oth 
matters ¢ 

Mr. Donovan. Well, I think my bookkeeper took out of the Pratt 
estate and called the Salisbury Frolics, all of the items that pertall t 
to the Frolics. I think that is why that bill was headed up that wa. 

Mr. DeWinp. So that the tax matter was covered by this bill 

Mr. Donovan. Oh, yes, sir. 
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Mr. DeWrNpv. Now, do you recall some time after this matter was 
closed, shortly after it was closed, that you received a telephone call 
from Mr. Delaney ? 

Mr. Donovan. Yes. I think it was after I received this letter, 
or it might have been before. I don’t know just when the telephone 
call came. 

Mr. DeWrnp. It might have been before you got the letter? 

Mr. Donovan. It might have been. 

Mr. DeWinpo. What was the telephone eall ? 

Mr. Donovan. Mr. Delaney told me that he wasn’t well, that he 
had had some kind of a virus, and that he would like to TO to have 
a cottage at the beach. And then I. not being as familiar with the 
real-estate matters at Seabrook, N. H.. although | passed through 
there quite a little, called Mr. Muleahy and asked him if he could 
vet a house, at the time believing that Mr. Delaney was going to pay 
i reasonable rent for it. 

Mr. DeWinp. I understand that. Tell me, why did you pick Sea- 
brook ¢ 

Mr. Donovy AN. Wi ll. I think he mention ed that. either North Salis- 
bury or Seabrook. I think he mentioned it. Because it isn’t so far 
from Lawrence, where he was living then. It is only about 25 or 26 
miles from Lawrence. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean will inquire. 

Mr. Ky AN. Was this the sume veneral neig! borhood where the 

ibaret was? 

Mr. Donovan. Oh, no. This would be, oh. a mile or two north of 

About 2 miles north of it. 
Mr. Kean. But I mean it was the same tow) 
Mr. Donovan. It is on the same beach practh illy. You see. Repre- 
tative, the 1] nh} tol R ver sepal ites Seabrook and Tl upton, but 
Seal rook, on the outherly side of the Hampto R ver, Is In New 


I] unpshire, and there is a line between Salisbury a | Seabrook. If 


/ 


an walked alot 0 the beach, it we ula be the “rhe ich irom Salis 
vr olt to the Hampton River. 
Mr. Ini iN. othe renson Vou ¢ illed Mr. NEy " wast t you ki 


} } } , 
int he knew the venerai area ¢ 


Mr. Donovan. That is right. 

Mr. DeWinp. Now, do you, did Mr. Muleahy get a cottage for thi 
ol ector ¢ 

Mr. Donovan. IT wasn’t there. but T understand he did. 

Mr. DeWinp. Did vou have any discussion with Mr. Delaney about 

unmount of the rent or the payment ¢ 

Mr. Donovan. One time, Mr. Delaney, I believe, told me that he 
ul inquired about the rent and found that it was paid. 

Mr. DeWinp. Mr. Delaney told you he had inquired about the rent 
nd found it was paid. Was that the first discussion you had wit] 
Mr. Delaney about the payment of the rent / 

Mr. Donov AN. I never cliscussed the rent with him. because | ist 


} 


left it to him and Muleahy. But sometime in the summer, I think, 
he told me that when he inquired about the rent it was paid 

Mr. 1) WINpb. Dic you speak to Mr. Muleahy about that ( 

Mr. Donovan. No. No; unless he told me himself it was paid l 
ont know. I wasn’t present when the rent was paid. 
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Mr. DeWinpv. Do you recall that your client ever told you that 
did pay the rent for the cottage? 

Mr. Donovan. No; I can't recall it. But from the mistake he ma 
in this aflidavit—he said later that I had nothing to do with it a 
I didn’t contribute toward the rent, which I didn't. | had nothing 
do with it beyond calling him to ask him to get the cottage for M 
Delaney. 

Mr. DeWixv. Do you know the amount of the rent was $1,500? 

Mr. Donovan. I heard that. I don’t know; only by hearsay. 

Mr. DeWinp. Well, did Mr. Mulcahy tell you that it was $1,500? 

Mr. Donovan. After this case broke, I think he told me. 

Mr. Kean. Mr. Chairman ¢ 

Chairman Kine. Mr. Kean. 

Mr. Kean. Did Mr. Delaney tell you who had paid the rent ? 

Mr. Donovan. I don’t remember that he did, Mr. Kean. I do: 
remember that Mr. Delaney did tell me. 

Mr. Kean. Would it not have been natural for you to ask hin 
when he told you the rent had been paid, “Who was it who paid t! 
rent ?” 

Mr. Donovan. I mightn’t have asked him, because I probably su 
pected it. 

Mr. Kean. What did you suspect ? 

Mr. Donovan. I suspected that the man who paid the rent did pay 

Mr. Kean. And who was it that paid the rent ? 

Mr. Donovan. I wasn’t there, but I later learned that it was M 
Muleahy through agents. 

Mr. Kean. Mr. Muleahy’s agents, you say, paid it? 

Mr. Donovan. Through agents. He didn’t pay the money himse 
I don't think. 

Mr. Kean. Mr. Mulcahy, through agents, paid the rent. 

Mr. Curtis. Mr. Chairman ¢ 

Chairman Kine. Mr. Curtis will inquire. 

Mr. Curvis. In reference to this cabaret-tax matter and in spe 
reference to Mr. Denis W. Delaney’s letter of April 25, 1949, whe 
he “UVS, mmong othe things- - 

n this partienlar instance 


I did prevail upen the Bureau, however, that 
be held responsible for the cabaret tax for the above per 


taxpaver should not 


and the assessment therefor will not be made 

when Mr. Delaney called on the Bureau in reference to this matt 
ania prevailed upon them that the tax should not be paid, that 
tissessinelt should be made, who Wits he representing ¢ 

Mr. Donovan. Himself. And I don’t know about the word “pr 
vail.” It’s probably a good choice of words, but— 

Mr. Curris. Was he representing the Treasury of the Unit 
Siutes / 

Mr. Donovan. I wouldn't know, sir. 
know anything about it until I received this letter. 

Mr. CURTIS. What makes mie wonder whether or not Mr. Delane 
Was representing the taxpayer or the Treasury: The letter recit: 
above there that the tax was due, and he says he prevailed upon thet 
that it wouldn't have to be paid and no assessment would be mad 
And I want to know whether or not he was representing the taxpay: 
at that time, if you know. 

Mr. Donovan. I don’t know. 


I wasn't there. and I did: 
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Mr. Curtis. That ts all. 

Mr. Donovan. I don’t think he was. though. Jecause he probably 
Wis convinced from the argulnents made that it Was probably an 
njust tax. 

Chairman Kine. Mr. Donovan, to your knowledge, what constitutes 
ntertainment from the legal standpoint has been and still is much in 
dispute throughout the country / 

Mr. Donovan. Entertainment’ Well, of course, until I got this 
tter, I considered that you had to have dancing or singing or a 
onologist or jugglers or things of that sort, like vaudeville acts, I 

ow that several restaurants don’t put on a tax until S o'clock at 

rht., W hen the dan Ine starts. Then from that moment on, the tax 
on. But entertainment, to mv way of thi king, was vocal or vaude 
eacts, or somethi oO of that sort. 

( hhairnian KING. Phat had bee Horn understandn Le It has been a 

ich disputed point. 

Mr. Donovan. But, of course, this SaVvs here that pantomime is con 

ered so. Now, | might say that if a man went on the stage and 

lIked from one end to the other and made a sort of pantomime, 

itomime movements. that might he taxable, but the iden of just 
hanging the hat, sitting in the same place—I didn’t consider that 
taxable. 

Chairman Kine. He pretended or mimicked band leading? Was 

it the nature of his act / 

Mir. Donovan. Well. no, it’s hard to deseribe it. Mr. Chairman. 
He was a character in himself. And the jukebox would work, and 
en he would play these cirums. \) dl 1) fact. I understand he did 

hat changing act only for a short time: that it was just about the 

e the e deputies were down there. But in ar Vv event I had seen it 
{ don’t pretend to be a tax expert. But from what I saw, my ow: 

ion Was that it w is hota cabaret taxable matter, 

( irman King. But the fact does remain that even today ther 

dispute ¢ 

Vie. Donovan. What. siré 


{ Lithan Kin ' There s much dispute even today ¢ 
Mr. 1) INOVAN. Well. l Imagine there Is, 
(Chairman Kine. About just what constitutes entertainme thes 


¢ places from the standpoint of taxes? 

\ Donovan. Yes. " 

( rman Kine. Proceed, Mr. Counsel. 

Vir. DeWinxnno. Mr. Don nh. Ve wt vou had known Mr. 
ney for a great many vears. Did Mr. Delaney ever consult you 
professional capacity ¢ 

\Ir. Donovan. I wouldn't know whether you would eall it that. 
etulke | to me about fh matter, for which I r harged him no fee. 

Mr. DeWinp. What matter was that ? 

Mr. Donovan. I believe it was when they were investigating him 
thre appointment as collector. He consulted me about somebody 
iclaim against him. And i talked to a lawver in Boston, I don't 
ember his name. And ni opinion was that he didnt owe them 

rer. ] <o told him. 

\I 1)i W ND. Wa that all vou did in connection with that matter ¢ 

' hime 

Mr. Doxovan. That is all. 
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Mr. DeWinp. That you did not think he was legally obligated / 

Mr. Donovan. That is right. 

Mr. DeWinv. You charged no fee for that advice? 

Mr. Donovan. No, no fee. 

Mr. DeWrtnp. Did you ever have occasion to advise Mr. Dela 
in any other matters? 

Mr. Donovan. No; not that I can remember. No. But I alw 
liked him, and feel sorry about this thing. 

Mr. DeWinpb. Well, at the time you say that he consulted with ) 
at the time when he was being investigated for the collector's job, al 
an outstanding liability-—— 

Is that right? 

Mr. Donovan. Yes; it was something that had happened m 
years b ‘fore. ' 

Mr. DeWinxp. Why did you feel he was not liable? 

Mr. Donovan. Well, I don’t know whether it was the sta 
of frauds or what it was. I know that when I considered the 1 
ter—Heavens, that is years ago. It must be about 1943, isn't 
What vear is that? 

Mr. DeWrnp. That is about right. 

Mr. Donovan. About 1943. 

Mr. DeWinp. Well, did the defense relate in any way to a ba 
ruptcy petition that Mr. Delaney filed ? 

Mr. Donovan. I didn't know he had filed it, but I think there 
some relation to that. I didn’t file it for him. I don’t know a 
thing about it. 

Mr. DeWrnp. You have no further recollection about the matter 

Mr. Donovan. I don’t know anything more about it than what 
told vou. 

Mr. DeWINp. Now, when Mr. Delaney advised you that the} 
for the summer cottage in 1949 had been paid by somebody else, 
you discuss the question with him at all? 

Mr. Donovan. No. No. I didn't. 

Mr. DeWinp. You didn’t advise him to pay that rent himself. 

Mr. Donovan. No. 

Mr. De WIND. Well. did you ady ise your chent, Mr. Muleahy, | 
he should not pay the rent ? 

Mr. Donovan. No; I didn’t have anything to say to him, either. 

Mr. DeWinp. That is all the questions I have, Mr. Chairman. 

Chairman Kine. Mr. Curtis will inquire. 

Mr. Curtis. How did you find out that Mr. Delaney was well 
quainted in Washington in official cireles with various officials in 
executive department ¢ 

Mr. Donovan. Mr. Delaney had scores and hundreds of frie 
both in Boston and in Washington. He knew everybody. 

And that is why our town is withholding its judgment until t 
case is tried in court. Delaney had the most wonderful press of 
man in Boston. He had more contacts. He was greatly admit 
And he had many, many friends. 

Mr. Currts. Had he ever lived in Washington ? 

Mr. Donovan. No, sir, not to my knowledge. 

Mr. Curtis. Is Mr. Delaney a lawyer? 

Mr. Donovan. No, sir. Lawyers don’t have as many friends 
those who are not lawyers. 
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Mr. Curtis. How long have you practiced law / 

Mr. Donovan. What, sir? 

Mr. Curtis. How long have you practiced law ? 

Mr. Donovan. I was admitted to the Massachusetts bar in Septem- 
ber 1915. 

Mr. Curtis. And throughout considerable of that period you had 
done tax practice ¢ 

Mr. Donovan. Right after the war, when I came back from the war 
in 1919, I did, for the next few years, quite a little tax practice. I had 
turned it over to my other associates, 

Poday, I wouldn't consider nivself knowing much about it. 

There was a time when I knew quite a little about it. But it wasn't 

. complicated then as it is now, 

Mr. Curtis. Throughout the 1940°’s, you did some tax work for 
your regular clients ? 

Mr. DONOVAN, No; I don't think I made my own Income tax out 
since the 1930's. 

Mir. CURTIS. Well, but you did handle this cabaret tax matter é 

Mr. Donovan. Well, that was because of my relationship with Mr. 
Pratt’s daughter—that is, well, before he died he told her, “If you 
ever get 1D trouble, fo to (rus, he Is niy friend and I am his frie ” Kg 

Mr. Curtis. That was my question. 

Mr. Donovan. I did handle It, yes. 

Mr. Curtis. In connection with other matters for your other clients, 
you handled some tax matters ? 

Mr. Donovan. 1 think that is the only one I had in years because 
nearly all the people I represent have their own tax experts, their own 
wcountants. 

Mr. Curtis. That is all. 

Chairman KING. You nia be ene used, Mr. Dono, th. The CO, 
mittee appreciates the information you have given it. 

Mr. Donovan. Thank you, 

Chairman Kine. Is Mr. lerardi in the room ? 

Will vou raise your right hand, Mr. Ierardi ? 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth. so help you 
God # ane 

Mr. Ierarpr. I do. 

Chairman Kine. Be seated, please. 


TESTIMONY OF DOMINIC A. IERARDI, SPECIAL AGENT, INTELLI- 
GENCE UNIT, BUREAU OF INTERNAL REVENUE, BOSTON, MASS. 


Mr. DeWinp. Mr. Terardi, would you give your full name to the 
reporter, please / 

Mr. Terarpt. Dominic, D-o-m-i-n-i-c: middle initial A.. last name 
l-e-r-a-r-d-i. 

Mr. Dy WIND. Mr. lerardi, are Vou a special agent of the Intelli- 
gence Unit of the Bureau of Internal Revenue? 

Mr. lerarpr. Iam. 

Mr. DeWinp. Are you stationed in Boston? 

Mr. Ierarpr. Yes, sir. 

Mr. DeWiunp. Have you made an examination of the books and 
records and other income-tax materials of Mr. Delaney ¢ 


91550-—52—pt. 1 41 
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Mr. lerarpr. I have. 

Mr. DeWinpb. Mr. lerardi, from your examination, can you tell | 
committee whether, for the year 1946, you found any evidence t! 
the sum of $1,000 paid by check by Mr. James A. Donovan to \ 
Delaney was reported by Mr. Delaney as income in his income-t 
return ¢ 

Mr. lerarpr. It was not. 

Mr. DeWinp. Can you tell us from your examination whether 
sum of $2,000 paid by check from Hildreth & Rogers to Mr. Dela: 
was included in Mr. Delaney’s income in the income-tax return for t 
year 1946¢ 

Mr. lerarpr. He did not. 

Mr. Kean. Can we identify the Rogers¢ Is that the radio man ¢ 

Mr. DeWinp. That is right, Mr. Kean. 

Can you tell the committee, Mr. lerardi, was there just one Fede; 
income-tax return filed by Mr. Delaney, or was there a later amend; 
tax return filed by Mr. Delaney ? 

Mr. lerarpt. As far as 1 know, there was only one tax return fil 
for the year 1946. The returns forwarded to me for examination 
cluded a return for the year 1946 which was marked “duplicat 
Attached to that return there is a letter from Denis W. Delaney to M 
Al Hughes, the head of the income tax division of the office of t! 
collector of internal revenue, Boston, which indicated that he had 
his possession a duplicate return, the original of which he had filed, 
believe, March 12, 1947. 

For some reason or other the original return could not be locat: 
and he submitted another return which was marked “duplicate,” 
signed a serial number and which is considered to be his original | 
return. 

Mr. DeWinp. That return was filed in January of 1949; ts t! 
right? 

Mr. Ierarpt. That return—— 

Mr. DeWinp. There is a letter to Mr. Hughes, dated January 
1949, which says: 

Dear Mr. HuGues: Confirming our conversation, there is attached herewit! 
duplicate return for 1946 which, according to my records, was filed in y 
Division on March 12, 1947 

Mr. lerarpt. That is the return. 

Mr. DeWinp. That is when it was filed for the first time, 
duplicate ¢ 

Mr. lerarpr. If the duplicate bears a stamp, l presume that 
date it was filed. 

Mr. DeWinpb. The original has never been filed / 

Mr. lerarpi. No, sir. 

Mr. DeWinp. Now, from your eXamiunation, can you tell the « 
mittee whether the 81.000 payment from Mr. Donovan, or the S2. 
payment from Hildreth & Rogers was included in the vear 1947‘ 

Mr. Ierarpi. It was not. 

Mr. DeWinxp. Was it included in any year? 

Mr. Ierarpt. That I cannot tell. Mr. Delaney told ive when 1 qu 
tioned him about those two checks that he had included those su 
in his return for the calendar year 1948 since he had earned those fi 
in that particular year, That was subsequent to an earlier expla 
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tion that he had given me relative to the gross receipts that he had 
reported for the year 1948, 

Mr. DeWIND. Well, the cheeks in question ‘learly indicated that 
they were received in 1946; do they not ¢ 

Mr. Terarptr. Yes, sir. 

Mr. Dre WIND. Where did he Sih he neluded them tr the L448 
return: do vou know / 

Mr. Ierarpr. As part of a $4,000 item which he included in his bus! 
ess schedule as gross receipts. 

Mr Dt Winp. Were those marked eross receipts as construction 
engineer ¢ 

Mr. Lerarpi. Yes, sir. 

Mr. DeWinpv. From your examimation, you cannet tell, in fact 
vhether the sum of 83.000 was included there—that is. whether the 
~4.000 included the 83,000 received in 1946 4 

Mr. lerarpt. No. sir. I have no breakdown of what that $4,000 

iat he reported in 1948 does represent, 

Mr. DeWinp. Well, did you find, or did you learn, from Mr. De 
mney. of anv other source of income that would be included in that 
tivure of $4,000 ¢ 

Mr. Ierarpi. Mr. Delaney told me that im 1948 he bad won $2,500 
at the Kentucky Derby: that he had received $500 in cash from a Mr. 
Booth. of Jackson-Moreland, engineers; m Boston, and that he had 
received a check of 81,000 from Hildreth & Rogers. That was sup 
posed to constitute the 34,000 that he reported in the 1945 tax return 

Mr. DeWiInp. Have you inquired from anybody ul the collector’s 
office in Boston regarding the question of the lost return ¢ 

Mr. Terarpit. No, sir: I have not. Mav I elaborate on that 1948 
tiling, $4,000 ¢ 

Mr. DeWinp. I beg your pardon ¢ 

Mr. lerarpt. May | elaborate on that 4 

Mr. DeWinp. Certainly. 

Mr. lerarpr. The 82.500 which Mr. Delaney said he wor it the 
Kentucky Derby was supposed to have been the result of a wager of 
+100 on the nose—that is, to win, on a horse by the name of Lady Pat 
or Lady Patricia, which he said was named after his daughter, which 
was supposed te have returned the sum of S21 and some odd cents for 

S2 ticket, and that he had won three or four races the following 
day, including the big race, which he said was won by Assault. As 
ault did not win the Rentucky Derby in 1948, he won it m 1946. Cit 
tion won it in 1948 and paid $2.80 to win and no place or show money 

Mir. DeEWIND. I did not cret that: could vou repeat it @ 

Mr. Kean. You say the horse did not run in 1948? 

Mr. Trrarpt. The horse Mr. Delaney said he won the Kentucky 
Derby on in 1948 was Assault. I believe the records will show that 
Citation won the Kentucky Derby in 1948 and paid the sum of $2 
n«d some odd cents. 

| have the figures in the bag if you are interested in them. 

Mr. Kean. This horse he mentioned did win the Derby in 1946? 

Mr. [erarpt. Yes, sir, but it only paid a very small amount for a 
S2 win ticket. 1t was less than $3. 

Mr. Kran. He claimed it was a $21 shot ¢ 

Mr. Ierarpr. He claimed, as I recollect, that Assault was $21 and 
“One odd cents. 
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The first horse, he said, paid $21 and some odd cents. 

Subsequently, when I brought that to Mr. Delaney’s attention, | 
told me he had made $48,000 in 1948 and he didn’t remember ho 
so he gave me that story. 

Mr. Kean. The $1,000 from Hildreth & Rogers when he actually 
got 2.000 ¢ 

Mr. Terarpt. That is right. 

Mr. Kean. And he did not report the $1,000 that he received fr 
Mr. Donovan? 

Mr. Terarpt. That is right. 

Mr. Kean. He was only reporting, supposedly, one-third of what 
he actually got ¢ 

Mr. Terarpt. Actually, I don’t see how he could report any of th 
sums in 1948, he received them in 1946. He is on a cash basis and it’ 
in 146. 

Mr. Kean. Did Mr. Delaney ever report a constructive receiy 
of $1,600 from rent ? 

Mir. Ierarpr. No, sir. 

Mr. Curtis. Who was this Hildreth concern ? 

Mr. Terarpr. Hildreth & Rogers is a concern in Lawrence, Mass.. 
that I believe has an interest or owns Station WLAW, a radio statioy 
and is the publisher of a newspaper in Lawrence, Mass. 

Mr. DeWinp. Mr. lerardi, from your examination of the books 
and records of Mr. Delaney, did you find any evidence that Mr. 
Delaney had paid rental on a summer cottage in 19497 

Mr. lerarpr. No, sir. 

Mr. DeWinp. Did you find anything in the records that would 
indicate any payments in connection with that cottage ? 

Mr. lerirpt. No. There was a voided check in the back of his check 
stub book indicating that he had drawn a check in December of 
19— I believe it was 1949, for the sum of 854.98 drawn to an L. U. 1 
Adams. On the side of the check was the explanation, “Electr i 
power on Bradford Cottage”; that check was voided. | 

Mr. DeWixp. When you found that check, did you question M 
Delaney about it ? 

Mr. lerarpr. No; I did not. 

Mr. DeWinp. From that check did you determine anything about 
the payment of the rent for the cottage? Was that a lead that led 
you to inquire about the cottage ¢ 

Mr. lTerarpt. Subsequently, I did talk to Mr. Delaney about th 
cottage he had at Seabrook, N. H., the Bradford cottage, and he told 
me he got it for free when I asked him how much he paid for it. 

Mr. DeWinp. Did he tell you who had paid the rent? 

Mr. Ieranrpt. No; he said that he got it through Mr. Donovan. 

Mr. DeW inp. Were you able to find out from your investigatio: 
who did pay the rent ? 

Mr. Ierarpr. Yes, sir. 

Mr. DeWinp. Can you please just tell the committee how yor 
found that out and what you discovered ? 

Mr. lerarvr. I talked to Mr. Donovan, inquired about his part 
procuring the cottage for Mr. Delaney, and he told me that he had 
made no such arrangement and even mentioned the name of Denis 
Mulcahy. I went down—— 


Mr. DeWinp. Frank Mulcahy ? 
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Mr. Ierarpt. Frank Muleahy. I don’t know where I got the Denis. 
Frank Mulcahy has a place in Salisbury Beach, Mass. I went down 
to see him and also this L. U. T. Adams, the rental agent for that 
property. I had an agent trace through the owners of the property 


in Maine, the receipt of two $700 checks from the rental agent. ‘Those 
two checks were drawn on the Merchants National Bank of Newbury- 
port. IL saw the bank’s check register. One indicated a purchase of 


at ST0O bank check but no name in the register indicati 
that bought it. 
Tha Second one, | heli ve the name of (Greorge Al drews appeared, 


d by tracing through on that $54.90 cheek which was ultimately 


g the person 


| to the ownel 


s for the property, which check was drawn against 
Nhu uly & Dea No. 2 account im the | unik. the eck is then used to 
vacashier” heck inthe same amount, and whe | learned about t . 
eck of So4.0) drawn on Muleahy AN Dean No. ~ account, I knew 
en that Mr. Mulcahy had paid at least that $54.90 for the electri: 
lit bill on that cottage, whereas he had told m« pre viously that 
knew nothing about thi cottage, 

Subsequently, he told me that he had paid $1,500 in the form of 
$100 as a cash deposit, the two $700 checks that were bo iolit by one ol 
his employees at the bank for which he had used cash, and the $54.90 
vhich Wis pra sul SELLE nth, for the electric heht bill. 

Mr. I); WIND. so vou were only able to determine that Mr. Mul ahy 
id, in fact, pa di the rent bry th ANAL VSIS of this cor plicated bya iking 
transaction which hac obs ured the rea! source of the payment 4 

Mr. lerarpt. Yes, sir. 

Mr. DeWinp. Can you tell the committee, Mr. lerardi, did you 
hint fTrom your eXam iron any indication that the sum of 81.500 
paid for the cott ore ii bee reported Ly Mi Delanev as income for 
the vear L940) ¢ 

Mr. lerarpr. It was never reported 

Mr. DeWINpb I ive no further questio - 

Chairman Kine. Any questions? 

You may step down. 

The committee w es to thank Vou for the mformation vou have 
viven. 

Chairman King. Mr. Friedman’ Daniel Friedman. in the room? 

Will vou raise your right hand and be sworn ¢ 

Do you solemnly swear that the testimony you are about to give 
will be the truth. { ie whole truth, and nothn “ but the truth, so help 
you God ¢ 


Mr. Frrepman. I do. 


TESTIMONY OF DANIEL FRIEDMAN, NEW YORK, N. Y., ACCOM- 
PANIED BY COUNSEL, MYRON G. EHRLICH, WASHINGTON, D. C. 


Mr. Enrutcn. Mr. Chairman, I would like to make a statement, 
identify mvself and make a statement. before any questions are asked 
of Mr. Friedmar j 

My name is Myron G. Ehirlich: I am a lawver in the District of 
( olumbia. | have acy ised, because if is Mr. Kredmat s desire, | have 
advised Mr. DeWind and Mr. Lyon that he would refuse to answer 
the pertinent questions involved because his answers m olit tend to 
incriminate him. 
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I don’t believe there is any question, and speaking as a law, 
only because I never saw this gentleman before he came im to reta 
me to represent him, I don’t think there is any doubt at all but wh 
ever pertinent questions that might be asked here today would te 
to incriminate him, and [ think he has that constitutional privilege 
claiming his constitutional rights. 

Mr. DeWINb. Mr. Ehrlich, you are here as counsel to Mr. F) 1edn) \ 

Mr. Euruicu. Yes. 

Mr. DeWInp. You are prepared to advise him as to his report 
to any questions that may be asked ¢ 

Mr. Eneuicu. Yes, sir. 

Mr. DeWinp. Mr. Friedman, will you please give the reporter y 
full name? 

Mr. FruepMan. Daniel Friedman, F-r-i-e-d-im-a-n. 

Mr. DeWinp. How old are you, Mr. Friedman ¢ 

Mr. FriepMan. I will be 52 in November. 

Mr. DeWixp. Where do you live? 

Mr. Frrepman. I live in New York City. 

Mr. DeWinp. What is your address? 

Mr. Frrepm,n. 225 East Seventy-fourth Street. 

Mr. DeWinp. In what business are you engaged ¢ 

Mr. Friepman. I am in the life insurance business, a life-insura: 
broker, and a partner in the Estate Research Bureau. 

Mr. DeWinp. Where is the Estate Research Bureau located ¢ 

Mr. FriepmMan. 25 West Forty-third Street, New York City. 

Mr. DeWtnp. How long have you been engaged in the insura: 
business ¢ 

Mr. FrtepmMan. Approximately 25 years. 

Mr. DeWinpv. Have you any partner in this business ¢ 

Mr. FrrepMan. Yes, sir; I have one partner. 

Mr. DeWInp. Just one partner ¢ What is his name? 

Mr. FriepMan. Samuel Marco-—-M-a-r-c-o. 

Mr. DeWinp. Where does Mr. Marco live? 

Mr. FrrepmMan. 40 West Eighty-sixth Street, New York City. 

Chairman Kine. Mr. Kean? 

Mr. Kean. I understand Mr. Marco is your partner in the imsura 
business ¢ 

Mr. Frrepman. Yes, sir. 

Mr. DeWinxv. Do you know Mr. Hugh Finnegan ? 

Mr. FriepMan. I refuse to answer on the ground that my antsy 
might tend to incriminate me. 

Mr. DeWtnp. Do you know Mr. James P. Finnegan ? 

Mr. Frirepman. | refuse to answer on the ground that my ans) 
might tend to incriminate me. 

Mr. De WInp. Did Mr. Hugh Finnegan at one time OcCCUpV spa 
in your office at 25 West Fort y-third ? 

Mr. Frrepman. I refuse to answer on the ground that my ans\ 
might tend to incriminate me. 

Chairman Kine. Mr. Friedman, hereafter on questions where y 
wish to claim privilege, you can, if there is no objection, just st 
that you refuse to answer, and it will obviate liaving to say that full 

Mr. Freeman. Thank you, sir. Pardon me a moment. 

Mr. DeWinp. Mr. Chairman, I understand, then, that your dire 
tion to the witness is that it will be understood when he says “I refus: 
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to answer,” that he is in each case pleading his constitutional privilege 
iwainst self-incrimination ? 
Chairman Kine. That is correct. 
Mr. DeWinp. Mr. Friedman, do you know Mr. Francis Smith, col- 
ector of internal revenue in Philadelphia / 
Mr. Frrepman. I refuse to answer on the ground that my answer 
light tend to incriminate me. 
Mr. DeWinxv. Have you ever been in Philadelphia ? 
Mr. Friepman. Yes; I have been in Philadelphia. 
Mr. DeWinp. Were you ever in Philadelphia with Mr. Hugh 
Finnegan ¢ 

Mr. Friepman. I refuse to answer on the ground that my answer 

alt tend to incriminate me. 

Mr. Dy WINpb. Suppose. Mr. Friedman, you just say “7 retTuse to 

“wer,” and it is understood. 

Mr. Friepman. I refuse to answer: thank vou. 

Mr. DeWinp. Mr. Friedman, do you recall attending a meeting of 
nie rnal revenue emplovees, ] be] eve the ¢ inploves s of thie colecto S 
lice at York Harbor. \M ll ef 

Mr. Friepman. I refuse to answer. 

Mr. DeWinxp. Do vou recall that Denis W. Delaney, collector of 
ternal revenue in Boston. Mass . ny ited you to attend the meet ne 

York Harbor. Maine, in 1949 4 

Mr. Frrepman. I refuse to answer. 

Mr. DeWInp. Mr. Friedman, ire vou acquainted with any pe rsons 

who how hold or have held the office of colle tor of internal revenue / 

Mr. Frepman. I refuse to answer. 

Mr. DeWtnp. In the early part of 1949, either in March or April of 
49, didn’t you and Mr. Hugh Finnegan make a trip to Boston, dun 

ing which you made a visit to Denis W. Delaney in his office, the 


— 


ollector’s office 7 

Mr. Friepman. I refuse to answer. 

Mr. DeWinp. Well, at such a meeting, did you not discuss w 
Mr. Delaney a business transaction which would involve splitt ng of 
fees between yourself and Mr. Delaney ? 

Mr. FrrepMman. I refuse to answer. 

Mr. ly WINp. Do vou ret all that ut some time after th it meellnig, at 
Mr. Delaney's ievegestion, vou Visited Mr. Maxwell Ss ap ro, of the 
Maxwell Shapiro Woolen Co.. at his oflice in Boston / 

Mr. Friepman. I refuse to answer. 

Mr. DeWinp. Do you recall that when vou went to see Mr. Shapiro 
that either on the first occasion when you saw him, or on the seco) d 

ision When vou saw him at his ollice, that you had a discussion with 
him about his tax habilities? 

Mr. I'riepman. I refuse to answer. 

Mr. DeWinp. Isn’t it a fact that Mr. Delaney had told you that 
Maxwell Shapiro had outstanding tax liabilities ¢ 

Mr. Friepman. I refuse to answer. 

Chairman Kine. Mr. Friedman, do these phot ol iphers disturb 
you ¢ 

Mr. Friepman. Yes, they do. 

Chairman Kine. I would ask the photographers to do what they 
can do as soon as they can. Mr. Friedman, it is reported to me, is not 








644 INTERNAL REVENUE INVESTIGATION 


in the best physical condition, and we want him to be as comfort 
as possible. 

Mr. DeWinp. Isn't it a fact, Mr. Friedman, that you received f; 
Mr. Maxwell Shapiro the sum of $10,000 in two checks, one in Ap: 
1949 and the other in May of 19494 

Mr. FrrepMan. I refuse to answer. 

Mr. DeWrnp. Is it not true that after you received $10,000 
Mr. Maxwell Shapiro, that you made payments in the vear 14 
Mr. James P. Finnegan in the amount of $1,250 ¢ 

Mr. FriepMan. I refuse to answer. 

Mr. 1); WIND. Did you not also make pavVinents totating Si. 
Mr. Hugh Finnegan ? 

Mr. FriepMAn. I refuse to answer. 

Mr. DeWinp. Did you not also make a payment of 82.500 to \ 
Denis W. Delaney ¢ 

Mr. FriepMan. I refuse to answer. 

Mr. DeWinp. Isn't it also true that you made four payin 
SP U0) nthe year 1949 to Denis W. Delaney, collector of hte! i} 
enue in Boston at that time? 

Mir. Friepman. I refuse to answer. 

Mr. DeWinpv. Mr. Friedman, did you, in the year 1951, appear bet 
avrand jury in the city of Boston / 

Mr. FriepbMAN. Pardon me, 1 want to consult counsel, if J may. 

Chairman King. You may. 

Mr. FriepMman. Yes, I did. 

Mr. DeWinp. When you appeared before this grand jury, were y 
questioned aus to the matters that have been mentioned here 1 
morning ¢ 
Mr. krrepman. I refuse to answer. 

Mr. DeWinp. Did you before that grand jury claim a privile; 
tinst self-incrimination ¢ 

Mr. FriepmMan. I refuse to answer. 

Mr. DeWinpv. Mr. Friedman, have you ever sold any life insura 
to Maxwell Shapiro, of the Maxwell Shapiro Woolen Co. ¢ 

Mr. FriepMan. I| refuse to answer. 

Mr. DeWinp. Have you ever sold any life insurance to Louis Hi 
man or to the Acorn Clothing Co? 

Mr. Frrepman. I refuse to answer. 

Mr. DeW inv. Have you ever sold life insurance to the Massaclhi 
setts Steel Treating Corp. or to Mr. Boorky ¢ 

Mr. Frreoman. I refuse to answer. 

Mr. DeWinv. Did you ever sell any life insurance to Mr. Robert A 
Blauner, of the American Lithofold Corp. ¢ 

Mr. Frrepman. I refuse to answer. 

Mr. DeWtnp. Have you ever made any payment to Mr. Ce 
Green. of Washington / 

Mr. Friepman. I refuse to answer. 

Mr. DeWinp. Do you know Mr. William Delaney, of Boston ? 

Mr. Friepman. I refuse to answer. 

Mr. DeWinp. During the year 1948, Mr. Friedman, were you e 
in the city of Washington ? 

Mr. Friepman. Yes, I was. 

Mr. DeWinp. On how many occasions were you in the city of Wa 


ington ? 




















swers that vou 
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Mr. FrrepMan. I refuse to answer. 

Mr. DeWinp. During 1949, were you ever in the city of St. Louis, 
Mo. , 

Mr. Frirepman. I refuse to answer. 

Mr. DeWrxp. During 1949, were vou in St. Louis, Mo. 

Mr. FrrepM AN. I refuse to answer. 

Mr. DeWInp. Mr. Friedman. have you diseus eq witli mnvbody 
besides Mr. Ehrlich, your attorney, the quest on of whether o1 not vou 
should answer questions directed to you here this morning ? , 

Mr. Friepman. I refuse to answer. 

Mr. DeWinv. Mr. Ehrlich, have you discussed with anvbody. if vou 
don’t mind my asking the question, of whether or not Mr. F: dn in 
hould answer questions here this mornit 
Mr. Friedman ? 

Mr. Euruicu. I don’t mind you asking the question, but I am cet 
tainly not going to answer: I don’t think T should. 

Mr. DeWtnp. On what basis do vou think vou should not / 

Mr. Krrrenicnu. I doi ‘t think I ought to sav that te VO. ! \ i 
matter of fact. if l war ted to put it , } ! | 
pris ileged thing. 

Mr. DeWinxp. What privileged 7 

Mr. Ene ICH. The business that | h ive in I present ne’ mv cechent. 
But. as an ethical thing, I don't think vou ive anv right to K me, 

Mr. DeWinp. Let's get down to the que stion of privilege. 

What privilege mare you talking “tf out. ina commu reation / 

Mr. Euruicu. Tam not talking about a privile 


r with anvbody other than 


} 
“td COMMUNICALIO! 


a 


| m talking about the privilege between attorney ind client. 
Mr. Ly WIND. L am not | king vou about your discussion with vour 


ent. 
Mr. lruenicu It} nk you are, You are ask he ibout bus ness with 


my client, and I don't think vou ought to be perm tted to ask It. 


Mr. By WIND. | wilt toask you whethe Ol ot the privileee aq lips 


to communications with third perso! sf 


Mr. Euruircu. On behalf of business with a client. I thi t does 
I haven't looked up the law recently, but LT believe you will tind 


) 
} 
' 


that it does. Other than that. whether or not it does T don’t think 


ou ought to ask mea question of that type. 


Mr. DeWinp. You have not been called as a witness here. If vou 


were called as a witness and put under oath, would vou refuse to 


inswer that que stion ¢ 

Mr. Enruicu. Would I? 

Mr. DeWinp. Yes 

Mr. Enruicn. I am not going to tell you whether I would or not 

Chairman Kine. You can be excused now, Mr. Friedman. and the 
ommittee will take under consideration the answers and those a 
have refused to make. 
Mr. Frrenman. Thank vou, sir. 


( hairman KING Lhe committee will reces for LO om Tes 
(A short recess was taken. ) 
Chairman Kine. At this time, we will recess until 2 o'clock t) 


itternoon, 
(Whereupon, at 12:10 p. m., a recess was taken until 2 p. m., t] 
same day.) 
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Chairman Kine. The subcommittee is interrupting its hearings « 
collectors of internal revenue to question a number of internal reven 
agents from the upper New York division in New York City. 

ries subcommittee has recommended to the Treasury Departme: 
and as a result of this recommendation, the Treasury Departme 
has now adopted a program of employee investigation based upon t 
submission of financial statements by employees. This method of 
vestigation has been developed by the subcommittee during the pa 
4 months. 

It has so far been applied in actual investigation in only one area 
The results in a small test group have been highly disturbing. Ever) 
indication is given that the program should be pressed most vigorous 

One particular problem has been encountered at the outset, name! 
the unwillingness or absolute refusal on the part of some reve: 
agents to give the information necessary to establish that all the 
sources of income have been legitimate. This is a condition the sul 
committee feels cannot be tolerated by the Treasury Department. 

The Department is engaged in a cooperative investigation of thes 
and other employees. But this afternoon the subcommittee wants t 
question recalcitrant employees about their reasons for not wanting t 
cooperate, in order to get at their reasons for refusing to cooperat: 

When this has been completed, the subcommittee will take or recom 
mend to the Treasury Department such action as seems to it 
appropriate. 

Is Mr. Miller in the room, Mr. Mordecai Miller? 

Would you come forward, sir? 

Will you raise your right hand and be sworn, Mr. Miller ? 

Do you solemnly swear that the evidence that you are about to give 
will be the truth, the whole truth, and nothing but the truth, so he ‘Ip 
you God? 

Mr. Mitter. So help me God. 

Chairman Kina. Please be seated. 

Mr. Scuacuner. Mr. Miller, will you please speak up loudly, so 
that every one here in the room can hear you? And will you first, 
please, state your name and address? 

Chairman Kine. State your full name and address to the stenog- 
rapher, Mr. Miller. 


TESTIMONY OF MORDECAI MILLER, INTERNAL REVENUE AGENT, 
YONKERS, N. Y. 


Mr. Murer. Mordecai Miller, 415 East Two Hundred and Fourt! 
Street, New York. 

Mr. Scuacuner. What is your occupation, Mr. Miller? 

Mr. Mitter. Internal revenue agent. 

Mr. ScHacuner. Where do you work? 

Mr. Miter. In Yonkers, N. Y. 

Mr. Scnacuner. What does an internal revenue agent do? 

Mr. Miter. He is assigned cases for review of returns on file. 

Mr. Scuacuner. That is, returns aré turned over to you, and you ars 
asked to make an investigation whether the returns are accurate; is 
that right? 
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Mr. Mmuer. Yes. We are asked to verify the returns. 

Mr. Scuacuner. Now, how long have you oecupied your present 
position ¢ 

Mr. Mixer. I believe about 9 years. 

Mr. Scpwacuner. What training and experience did you have to 
qualify yourself for this position ¢ , 

Mr. Minter. Well, I studied accounting in NYU and had experience 
n accounting thereafter. 

The Treasury Department also gave us a schooling lasting about a 
month. And throughout our employment, we read the tax laws and 
keep up to the minute with all changes. 

Mr. Scuacuner. To whom did you originally make application in 
order to obtain this position, Mr. Miller? 

Mr. Mini ER. ] had been working asa cle pi t\ collector in the Bronx, 

dl took an examination for thi } b. li seems that | PASSE I. +) d 
thie appointment was given to me, 

Mr. Scuacnner. How long had you been working as a deputy 

Hector ¢ 

Mr. Mituer. Oh, I would Say about a year and a half. 

Mr. Scnacuner. And how did you obtain your job as deputy 
collector ¢ 

Mr. Mirier. I had been recommended by the—well, I don’t re- 
member the name of the committee, but it was some Democratic 
organization. 

Mr. Scuacuner. In connection with your work, when you have an 
income-tax return, the accuracy of which you are examining, do you 
go out and look at taxpayers’ books and records ¢ 

Mr. Mitier. Yes, sir. 

Mr. Scnacuner. And in that connection, do you occasionally en- 
counter taxpayers who have inadequate books and records? 

Mr. Mitier. Well, in most cases they have fairly good records, but 
then there are some whose records are poor. 

Mr. Scuacuner. Do you, yourself, maintain books and records that 
are adequate ? 

Mr. Mitzer. I don’t maintain any records. 

Mr. Scuacuner. Do you encounter many taxpayers who don’t 
maintain any records? 

Mr. Miturr. Well, there are some who had little or no records. 

Mr. Scuacuner. What do you do with them if they maintain no 
records ¢ 

Mr. Mitier. Whenever we find such a case, we try to develop a 
record. By that I mean we ask to see their check book if they have 
one, and we try to analyze it for deposits and payments. 

Mr. Scuacuner. You ask them for their bank accounts? 

Mr. Mitier. If they have any. You see, we can only ask them, 
and they can disclose it or not. We do not make audits, what we call 
special agents’ audits, audits for fraud. 

Mr. Scnacuner. Forgive me for interrupting you here, but when 
you encounter such a taxpayer who does not lave books and records 
and refuses to give you information, what do you do? 

Mr. Mitier. We go back and tell it to our group chief. 

Mr. Scuacunrr. And do you know what the group chief does? 

Mr. Mitier. Well, he would say, “Go down and see the adminis- 
trative assistant in New York.” The administrative assistant would 
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tell us, “Try to find out what you can about his income, and set it up,” 
or, “Speak to the man. Find out where his bank account is, if he has 
one.” And if he doesn’t want to tell you, you are just out of luck. 
That is all. 

Mr. Scuacuner. Now, if he doesn’t want to tell you and he is 
perststent about it, don’t various things happen to a taxpayer? 

Mr. Miter. Well, we only try to determine his net income as best 
we can, 

Mr. Scuacuner. Yes, but if he proves uncooperative, what do you 
do ¢ 

Mr. Miter. I say, if he says he has no bank account, there is noth- 
ing else IL can do about it. If he says, “I have no records,” there is 
nothing else T ean do. 

Mr. Scuacuner. But suppose he doesnt want to say anything. 
What do you do 

Mr. Minter. Oh, T have had that. 

Mr. Scuacuner. Yes. What did you do? 

Mr. Mitier. I tried to set up an account that looked fair within 
his living expense, if he told me. But that is all I had to do. 

Mr. Scuacuner. Have you ever heard of such people being sub 
penaed, made to supply the information / 

Mr. Mitxier. I don’t remember ever having any taxpayer subpenaed. 

Mr. Scuacuner. You have never heard of it ¢ 

Mr. Minner. That is, | have never subpenaed any. 

Mr. Scuacuner. Sir, that was not my question. 

Have you ever heard of it happening / 

Mr. Mituer. If I heard of it, | heard of it in connection with read- 
ing it in the newspapers. 

Mr. Scuacuner. But you personally haven't encountered it; is that 
right ¢ 

Mr. Minter. That is right. I[ haven't subpenaed anybody. 

Mr. Scuacuner. Have you been under the impression that a tax- 
paver hes a choice of telling the Government about his financial af 
fairs, or not telling the Government, just as he prefers ? 

Mr. Mituer. I don’t seem to understand your question. 

Mr. Scnacuner. Well, do you. think that the taxpaver tells the 
Gievernment about his financial affairs only if he happens to like to 
tell the Government about his financial affairs, or do vou think that 
there is some duty on the part of taxpayers to tell the Government 
sbout their affairs / 

Mr. Miter. Let me try to explain it this way. 

Mr, Scuacuner. Well, can’t you answer me rather briefly by say- 
ing whether or not you think that the taxpayer has a duty to reveal 
his financial affairs ? 

Mr. Mituer. Well, you see, when we make an examination of the 
taxpayer, We are comparing his return with every record he has. 

Mr. Scuacuner. Forgive me for interrupting you, but is it really 
so difficult for you to tell me whether you think a taxpayer has the 
duty to reveal his financial affairs to the Government ¢ 

Mr. Minuer. As far as I know, it is the duty of the taxpayer to tell 
us about his income. 

Mr. Scuacuner. Very well. Thank you. I will take that answer. 

Now, you, yourself, were interviewed on July 26 by Mr. Donald 
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Schapiro, assistant cout <el to this comm ttee, who is sitting here tomy 
right, were vou not 4 

Mr. Minner. Yes. sir. 

Mr. Scunacuner. You remember talking to him 

Mr. Minurr. Yes, sir. 

Mr. SCHACHNER. No . al that time. he asked you something whict 
vou are in the habit of asking taxpavers, namely, what savings a 
counts you have. Do you remember that question being asked you? 

Mr. Miruer. Ye 

Mr. ScmacuNner. And did you not tell him that vou did not kno 
how many savings accounts vou had ¢ 

Mr. Minuer. If that was my answer, I believe it was so. 

Mr. Scnacuner. Do vou know now how many saving account 
you miaintain / 

Mr. Miner. No 

Mir. SCHACHNER Well. ent you vive us ! ipproxXtmation of tov 
manv Savings accounts vou maintair 4 
Mr. Miter. 1 cannot 
Mr. SCHACHNER. Well, would you sity it is more than five 
Mr. Minier You are ask ne me to lis lose ri het worth. and | be 





, 


lieve that Is unconstitutional. 
Mr. Scuacuner. Well, sir. so far I have asked vou for the num 
ber of vour savings bank accounts. , 
Mr. Murer. I believe that that answer goes along the line of it 
quiring into ones net wort! 
Mr. ~ HACTINER Wi a now, what ado Vou menhn bV “net worth” 
Mr. Miner | ihe | tana nye, | understand it to menn. 


Mr. Scrracuner. Am I correct in assumu 


rthat vou men hy that 


how much money you have, how many assets vou have / 

Mr. Miruer. That is right. . 

Mr. Scnacuner. And vou think that the Government and this 
committee has no right to find out about that Is that right? 

Mr. MILLrer. Well ] know this. that whereve! one's eonstitutional 
nights are being nvaded, he need not testify nh such hehalf. ()t 


ourse, [aim not an attor eV, but Lam following alor ¢ the lines of mi 
understanding 
Mr. Scnacuner. Well, now, sir, I regret to inform vou that the 
ay ly constitutional meht which vou have here to refuse to answet 
questions 1s the meht to refuse to answet questions the answers to 
which night tend to incriminate you: that is to say, the answers to 
Which might furnish a clue or might themselves constitute an admis 
sion that you have committed a crime against the United States. 
| hat. as far as T ean dete rmiine, is the suum total of vou! rights here, 
Now, is it your impression that if vou told us the number of youn 
savings bank accounts you would thereby either admit to a crime 
against the United States or furnish a clue from which it could be 
proven that vou have committed a crime against the Uniced States? 
Mr. Miter Well. | would need the advice of 2 counsel to respond 
te thet I dont belheve T have committed any crime, but I believe 
Vv het worth I night tend to incriminate ni self 


that by revealing 1 


Mr. SecnacuNner. You do? 

Mr. Minter. Remember, this answer is given to vou only from your 
explanation of my constitutional rights. I know | am a wood nT 
ountant. but P don't know as much of law as T would like to know 
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Mr. Scuacuner. Sir, you were first asked this question on July 
6, 1951. Have you not had an opportunity to consult lawyers in the 
meantime ? 

Mr. Miter. I haven't consulted any attorneys. 

Mr. Scuacuner. Have you had the opportunity to? 

Mr. Mutter. Well, I believe I could have. 

Mr. Scuacuner. Well, now, sir, you tell two things which I be- 
lieve to be inconsistent. You say that you have not committed any 
crime, and yet you say the answer might tend to incriminate you, 

Mr. Mixer. That is right. 

Mr. Scmacuner. And if you haven't committed any crime, how 
could an answer tend to prove that you committed a crime ? 

Mr. Mitier. Well, I only feel that my constitutional right is being 
invaded by such questioning, and since you tell me that only on the 
grounds of incrimination—Well, [ go along with your advice and say 
lam left with such resort and nothing else. 

Mr. Scnacuner. Well, now, I shall repeat my question, and then 
the Chairman will direct you, or at least I will ask him to direct you, 
to answer the question. If you then refuse to answer the question, 
unless you have good constitutional grounds not to anawer it, you may, 
nan appropriate case, be held guilty of conte mipt of the C ongress of 
the United States. 

The question which I would like you to answer is: How many sav- 
ings bank accounts do you have? 

Mr. Mitier. I say that to ask me that question—-— 

Mr. Scuacuner. Just one minute. Do you refuse to answer that 
question ¢ 

Mr. Minxer. I never said that I refuse. I merely say—— 

Mr. Scnacuner. Well, will you answer it now / 

Mr. Mitzer. I merely say that that question is against my constitu- 
tional rights, and it might tend to incriminate me. 

Mr. Scuacuner. Mr. Chairman, may I ask that the question be read 
by the reporter, and may I ask that the committee direct the witness 
to answer the question ? 

Chairman Kine. The reporter will read the question. 

(The reporter read the question, as follows: “How many savings 
bank accounts do you have?”) 

Chairman Kine. Do you understand the question, Mr. Miller? 

Mr. Miter. I do. 

Chairman Kine. I hereby direct you to answer the question. 

Mr. Mittrr. Well, I do not know at this time how many bank a 
counts I have. I actually don’t remember at this time. 

Chairman Kine. Is that your answer? 

Mr. Muxer. It is, sir. 

Chairman Krne. You are then not refusing to answer the question 

Mr. Mitier. I am not refusing to answer the question, when I say 
I don’t remember how many bank accounts I have. 

Mr. Curtis. Mr. Chairman, I would like to ask a question. 

Chairman Kine. Mr. Curtis will inquire. 

Mr. Curtis. Do you have one savings bank account that you know 
of? 

Mr. Miter. Yes. 

Mr. Curtis. Where is that? 

Mr. Mutter. In New York. 
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Mr. Curtis. What bank? 

Mr. Mitier. The Dollar Bank. 

Mr. Curris. Where is that located? 

Mr. Miutier. In Parkchester. 

Mr. Curtis. What address ¢ 

Mr. Mitzer. Oh, it is called One Hundred and Seventy-seventh 
Street, I guess. 

Mr. Curtis. Do you have another savings bank account that you 
know of ?¢ 

Mr. Mixer. Yes. 

Mr. Curtis. What is it? 

Mr. Mitzier. The First Federal in Parkchester. 

Mr. Curris. What is the address of that ? 

Mr. Muuer. I think it is West Avenue, Parkchester. 

Mr. Curtis. Do you have another savings bank ¢ 

Mr. Mitier. Yes. Now, you are asking me again—— 

Mr. Curtis. Yes, and [ want you to answer. 

Mr. Mirier. Well, I Sav that these questions are developing my net 
worth. 

Mr. Curris. No; I will ask you this question. You have admitted 
that the Government has a right to inquire as to people’s income. I 
will ask vou this: Do you have any savings bank account other than 
the two that you ment ioned in which you have le posited some of your 
income. 

Mr. Miuuer. Yes. 

Mr. Curtis. What is it? 

Mr. Minver. I can not answer that question now. 

Mr. Curtis. Why ¢ 

Mr. Mitxer. I cannot do these things from memory, and I a 
don’t remember all the things you are requiring of me. 

Mr. Curtis. When you go to put the money in, how do you remem 
ber where the banks are? Asa matter of fact, you know where those 
banks are, do you not? 

Mr. Mituer. I do not know it from memory, sir. 

Mr. co RTIS, Well. you have no records. Llow do you wo te the ben 
to put the money in? 

Mr. Mu LER. by gyoing to the bank or with the book of the bank 

Mr. Curtis. The book of the bank. Then vou do have records. 

Mr. Miniter. Well, when you have a savings account, they provide 
you with a pass book, don’t they ¢ 

Mr. Curtis. How many pass books do you have / 

Mr. Miuuer. I do not know. I cannot remember at this time. 

Mr. Curtis. Do you have a pass book for the two banks that you 
mentioned 7 

Mr. Mitier. Yes. 

Mr. Curtis. And do you have more than two bank books / 

Mr. Mituer. I have. 

Mr. Curtis. What is a third book? What bank / 

Mir. Miutier. Well. I can’t remember all of these at this time. 

Mr. Curtis. I asked you for one more, not all of them. 

Mr. Mintzer. I have one inthe Lynbrook Federal Sav Ings and Loan. 

Mr. Curtis. Where is that? 

Mr. Mintzer. In Lynbrook, Long Island. That is Brooklyn, I believe 
it 18, 
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Mr. Curtis. Do you know the address of it ¢ 

Mr. Mini R. No: | don't. l mail the book to them. anal they send 
it back to me, 

Mr. Curtis. And you mail it without an address / 

Mr. Muituer. I beg your pardon ¢ 

Mr. Curtis. You mail it without an address / 

Mr. Mitier. No; it is in Lynbrook. They have an envelope that 
they provide. 

Mr. CURTIS. Now, hame one of the other accounts besides these three 
that you have mentioned. 

Mr. Miuier. I don’t seem to remember all these accounts at this time 

Mr. Curtis. Well, name one more. 

Mr. Mituer. I think it is the Union Square Savings Bank in New 
York. 

Mr. Curtis. You are quite sure; are you not / 

Mr. Minuer. Yes. 

Mr. Curtis. Well. now, name another one. 

Mr. Mitcer. | cannot rely on such questioniig, because it Is go ng 
toask me again of my net worth. 

Mr. Curtis. No: I am referring to savings accounts in which vou 
have deposited Income, 

Mr. Minter. Well, wait now. LT may have deposits in money which 
Was not Income. , 

Mr. Curtis. Allright. Lam contining my questioning to those funds 
which were income. 

Mr. Minver. [couldn't remember that under any circumstances until 
I look at the book, try to refresh my memory of the events which 
ranspired. . 

Mr. Currts. Do vou have poor memory ¢ 

Mr. Miu LER. My Tenors has been very pool 

Mr. Curtis. Do you handle considerable funds / 

Mr. Minter. No: I don't handle considerable funds. 

Mr. Curtis. When you were interviewed back in July, where did 
that interview take place / 

Mr. Mincer. In New York. 

Mr. ( URTIS.,. You could have gotten the addresses of the banks there: 
could you not 

Mir. MiLuer. I could have rotten the addresses / 

Mr. Curtis. Yes: of all the banks in which vou have a deposit. Is 
that right / Now, if you couldn't have, you could have never gotten 
vour money out. As a matter of fact, you could have furnished that 
list of banks if you wanted to; couldn't vou! 

Mr. Mus LER. I al sorry. May lThavea little water, please 4 

Mr. Curtis. Yes. 

You could have secured that information and turned it in if you 
had wanted to; could you not ¢ 

Mr. Mittrr. Well—— 

Mr. Curtis. Well, could vou /—ves or no. 

Mr. Miurer. I want.to say this: I haven't got what the Bureau or 
this committee furnished me, but it was quite lengthy, and it required 
more memory than fact: and T always felt that, if T ever attempted 
to fill one like that. | could hot actually be giving all the facts, be 
cause T have no way of computing many of those things. Asa matter 
of fact, J understand from all agents: that is, those who spoke to me— 
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they said it Is quite length. Thev cannot understand how anvbod, 
could fill out one like that. 

Mr. Curtis. Now, m\ q iestion is: You could have secured the infor 
mation: could you not ¢ 

Mr. Mitirr. Not all the information 

Mr. Curtis. Well, I mean in respect to the ba 


suvinnggs accounts. 


Mr. Mitier. 1 could always give you the formation as te 
Income. 

Mr. Curris. No: vol eould have secured the formatio} is to 
the names and location of the banks in which vou had savings ac 


ountis: could you hol 


Mr. Mitier. Yes. but vou see 
Mr. ¢ URTIS, Well. Wit chic vou not doit? 


Mr. Minirr. Because that is agaist mv constitutic l right. I 
feel that one need not cisclose | s net worth. 
Mr. Curtis. No: I am talking about institutions in which vou 


put vour earnings 


Mr. Minier. The form that was provided me did not ask that, 
They wanted a financial statement volhnyg back for about 6 Vvears, 
in Which it would have required records and memory of things which 


was insurmountable. IL feel those who even gave the records o1 
submitted such statements certainly are very tense over the fact. 
because they know that it is merely allegation. 

Mr. Curris. Well, now, as a matter of fact, it was vour employer 
that wanted this mformation - Wa t nots It was the Gove rl ment 


of the United States: was it not 

Mr. Minter. This committee was the one that asked for it 

Mr. Curtis. Ye: 

Mr. Muuuer. And I still felt that a statement like that was not 
required, was unconstitutional 

Mr. Curtis. Well. you require it of taxpavers; do vou not? 

Mr. Mirier. T do not 

Mr. Currts. You do not require them to advise vou where then 
funds are deposited ¢ , 

Mr. Mituer. Oh. no; we do not. We verify the return from what 


| 


nformation they rive suppl ed to ts We hever Go nro the I net 


worth or ther financial standing 

Mr. Curris. You require taxpayers to give vou the names of the 
nstitutions in which there money is ce posited : do you not 

Mr. Mitrer. We do not. 

Mr. Curtis. You never do? 

Mr. Mitier. We nevel clo. We are eNaminnge their returns of 
neome., I wish I could take vou to the field and shew vou how we 
do that We come im with the return, and they say on their return 
“Receipts or deductions.” We ask to see their records and how they 
reported that. We examine their data. We never vO nts their fj 
! meal affairs, bre alse We would nevel complete i! l id ia ‘| he Thine 
nllowed is not suflierent And what we really do is, if we look at 
their sales book. we see whether the money went mto a ish account 
ora check account We try to support the expelises by neans of paid 

it ol cnneeled checks, Ol f they Have a eish) al sbursement book : 
but we never inquire into their personal affairs. We do not 


i] rf ’ ! | | 
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Mr. Curtis. Well, now, as a matter of fact, Mr. Miller, you know 
this information, and you are just withholding it; are you not ? 

Mr. Miuxer. I think that that question is very unfair. 

Mr. Curtis. That is all for the present. 

Mr. Scuacuner. You testified, sir, right now, that you were first 
asked about your savings-bank accounts by Mr. Donald Schapiro on 
July 26; is that not right ? 

Mr. Muuer. When Mr. Sch: apiro— 

Mr. Scuacuner. Is that right, or is it not? You just so testified. 

Mr. Miuxer. I didn’t hear you. You must excuse me. 

Mr. Scuacuner. You were first asked about these savings account 
on July 26; is that not right ¢ 

Mr. Minter. When Mr. Schapiro asked me—— 

Mr. Scnacuner. You so testified before. Can't you say “Yes; t! 
is right”? 

Mr. Minter. Well, I didn’t understand your question, again. 

Mr. Scuacuner. The tirst time someone connected with this cor 
mitte asked vou about these savings accounts—— 

Mr. Mituer. 1 told him I had savings accounts. That is what 
wanted to know. 

Mr. Scuacuner. Yes. And the first time you were asked about 
them was on July 26 of this vear; is that not 4 Y 

Mr. Munzer. I wouldn't re ‘member the date, s 

Mr. Scnacuner. Well, approximately. 

Mr. Mintzer. It might have been in July. It might have been 
August. I don’t recall. 

Mr. Scuacuner. Weren't you asked again on September 25 by 
Special Agent McGuire, attac hed to the Bureau of Internal Revenue, 
how many savings accounts vou had / 

Mr. Minuer. I told him again, like I told this committee today, that 
that was trespassing upon my constitutional right, and for that reaso: 
I was compelled not to reveal my financial stateme nt to him. 

Mr. Scuacuner. At that time, both when you spoke to Mr. Sch: api re 
and when you spoke to Mr. McGuire, did you know how many saving 
accounts you had ? 

Mr. Mitzer. I did not. 

Mr. Scnacuner. Then you had two good reasons for not answe! 
ing: first, because vou didn’t know; and, second, because you had son. 
idea that it trespassed on your rights. Is that not right ? 

Mr. Mitier. Not entirely so, as you describe it. Simply this 
did not remember and do not now know how many accounts IT had 
And I told him at that time that in the event he wanted— 

Mr. ScnacuNner. You have answered the question - already. 

Mr. Murer. I think the committee would want to know the entire 
story. 

Mr. Scuacuner. The committee will inquire if they want more of 
the story. : 

Mr. Mitier. Very well, sir. 

Mr. Scuacuner. But, meanwhile, tell us: Did you just get a tiny 
bit curious in the meantime, and didn’t you take a look at your sa\ 
ings-bank books / F 

Mr. Miter. I did not. 

Mr. Scuacuner. You weren't even curious to find out how many 
savings-bank accounts you had. Is that right ? 
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Mr. Mutter. That is right. . 

Mr. Scuacuner. Did you make any deposits or withdrawals in 
the interval ? ; 

Mr. Miuzer. I don’t know whether deposits or withdrawals were 
made. 

Mr. Scuacuner. But did you make any? 

Mr. Mitter. No; I didn't. 

Mr. Scuacuner. You did not, did you say? 

Mr. Mintzer. That is right. 

Mr. Scuacuner. Now, who makes deposits or withdrawals if you 
lon’t make them ¢ 

Mr. Minter. Sometimes I would, or my wife. 

Mr. Scuacuner. Are those joint accounts ¢ 

Mr. Miuuer. Yes. 

Mr. Scunacuner. That is, she can withdraw ? 

Mr. Mitrer. That is right. 

Mr. Scuacuner. And does she talk to you about the matter before 
she makes a withdrawal ? 

Mr. MILLER. She might sometimes. Sometimes she wouldn’t. 

Mr. Scuacuner. Did she, within the last few months, talk to you 
about that? 

Mr. Mirter. I didn’t consult her on that. 

Mr. Scuacuner. Do you always consult her when you make a with- 
drawal? 

Mr. Miixer. I do not. 

Mr. Scuacuner. You do not? 

Mr. Minter. That is right. 

Mr. Scuacuner. You go right to where the savings-bank books are 
kept; is that right? 

Mr. Mitxier. That is right. 

Mr. Scuacuner. And where are they kept? 

Mr. Miter. I have it in my house. 

Mr. ScuacuNer. Where in your house? 

Mr. Mutzer. In a desk drawer. 

Mr. Scuacuner. They were all in one drawer? 

Mr. Meriter. That is right. 

Mr. Scuacuner. But you don’t know how many there are? 

Mr. Mitter. That is right. 

Mr. ScuacHner. Can you tell us approximately how much money 
you have in all your savings-bank accounts put together ¢ 

Mr. Mitier. That is asking me again my net worth; and, there- 
fore, I am compelled not to testify on that. 

Mr. Scuacuner. Now, I have heretofore given you information on 
what I believe your constitutional rights to be. I shall again ask 
the committee to direct you to answer this question. 

Chairman Kine. Mr. Reporter, will you read back the question to 
the witness? 

(The reporter read the question, as follows :) 

Can you tell us approximately how much money you have in all your savings- 
bank accounts put together? 

Chairman Kyna. Do you understand that question, Mr. Miller? 

Mr. Miuurer. Yes, sir. 

Chairman Kring. I hereby direct you to answer the question. 
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Mr. Mitier. I am compelled by reasons of my constitutional rights 
and where this answer might incriminate me—I. therefore, am con 
pe ‘lled not to respond. 

Mr. Scmacuner. Very well. Now, I believe about September | 
L951, you were furnished with a questionnaire by this committe 
That questionnaire dealt with various aspects of your financial affairs 
Were you not so fur sing pe dl with a questionnaire ¢ 

Mr. Minuer. Yes: I was. 

Mr. ScCHACHNER. i sir, when you received that questionnain 
did you ; 

I will withdraw that, Mr. Reporter. 

by the way, have vou filled out that questionnaire / 

Mr. Minuer. I did not. 

Mr. Scu,cuner. Were you not supposed to fill it out 

Mr. Mi cer. The filling out of that questionn: ure would be givil rh 
u net-worth statement, and IT felt that it was violating my constitu 
tional rights: and, therefore, l reserved them. 

Mr. Scuacuner. You did not discuss that with a lawyer 

Mr. Miuier. I did not. 

Mr. Scnacuner, At the time you were interviewed by Special Agent 
MeGuire, didn’t he also give you i financial questionnaire / 

Mr. Mtuuer. He did. 

Mr. ScnacuNner. And did you fill that questionnaire out ¢ 

Mr. Miuver. I did not. 

Mr. Scuacuner. Are you going to‘ 

Mr. Mintuer. I don’t know. I feel at this time that that statement 
parallels the one that was furnished by the committee, and that, too, 


violates my constitutional rights, and T so declared that to Mr. Me 
(ruire at our meeting. I told Mr, McGuire everything regarding my 


Iheome, 
Mr. Scuacuner. Tell me. Did you get funds other than throug! 
your Income f 
Mr. Mincer. IT don't understand that question. 
Mr. ScrracuNer. You had vour income. Did your wife work, too? 
Mr. Minturn. Whenever the Vears she worked. sueh ncome Ww 
reported, 
Mr. Scuacuner. When did she stop working? 
Mr. Minuier. | couldn't remember, but it would be probably 1944 
r i+. 
Mr. SCHACIINER. Thereafter, you were the only lah who earned au 
income in your family; is that right 4 
Mr. Mituer. That is right. 
Mr. Scuacuner. Then can you tell us ap proximately what your 
Income Was within the last 5 vears —thiat Is. per veal 1945. 1946, 
LO47, LO4S, 1949, and 1950 7 
Mr. Minuouer. Mv income would be the amount of mv salary 
dis losed. , 
Mr. Scuacuner. Well, approximately how much was it? 
Mr. Minuer. | wouldn't know. It was changing each vear. and | 
can’t remember that. , 
Mr. Scuacuner. Well, was it ever as high as 820.000 4 
Mr. Mincer. Oh. no: T don’t think that. 
Mr. ScuacuNner. Well. was it as high as ten ¢ 
Mr. Mituer. No: it wasn’t. 
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Mr. Scuacuner. Well, was it often Ingher than five / 
Mr. MILLER. | know it Was more than five in the last 2 years. 
Mr. Scuacuner. How much more than five ¢ 
Mr. Miuuer. Not much. 
Mr. Scuacuner. A few hundred dollars more / 
Mr. Mitier. Probably a few hundred dollars more 
Mr. Scrracroner. And in the other years \ 
hat right / 
Mr. Miuuer. I believe so 
Mr. ScHACIINER. 
those years ( 
Mr. Mituer. Whi 
Mr. ScuAcuNner 
ive rece ved sub til 
Mr. Mincer. | 
f 1950 and 1940, 
Mr. ScHACHNER 
Mr. Minier. I ev 
intial. My parent 
Mr. ScuacuNer. 
years ¢ 
Mr. Miuurr. Yes, sir 
Mr. Scuacuner. Your fat 
Mr. Mitier. Both of them. 
Mr. Scuacuner. Now, ho 
mother in the year 1404 
Mr. Miniter. My mother d 
Mr. Scuacuner. Dik 
Mr. Minier. She did 
Mr. Scuacunenr. 
Mr. Minuer. In 
Mr. ScHACHNER. 
east after 1934 7 
Mr. Miniter. My mother 
1925 to about 1930. 
Mr. Scuacuner. And how 
Mr. Minuer. Gave it ton 
Mr. Scuacuner. What did you do w 
Mr. Miniter. I kept it. 
Mr. Scuacuner. Where / 
Mr. Minuer. In 
Vir. SCHACUNER. 
Mr. Minuer. No: it 
Mr. Scuacuner. Is 
Mr. Miner. It is not. 
Mr. Scnacuner. Where was that vai 
Mr. Mititer. Now, Lam giving vou these answers from mij mory, 


} 
' 


want you to know the vaults ran over the years, 

[ recall Thad a vault at the Irving Trust Co. on Fordham Road with 
y parents, and they kept a lot of cash there. 

Mr. Scuacuner. Well, now, about how much cash did vou keep 
here ¢ 

Mr. Miuier. I don’t remember that. 

Mr. Scnacuner. And what happened to that cash ? 


I 
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Mr. Mitier. They gave it to me. 

Mr. Scnacuner. Yes; but, after it left that vault, what happened 
to it? 

Mr. Mitter. I kept it. 

Mr. Scuacuner. Where? 

Mr. Miuer. I am saying I had it in a vault. 

Mr. Scuacuner. Is it still in that vault? 

Mr. Miiuer. No. 

Mr. Scuacuner. Where is it now? 

Mr. Miter. I put it in banks. 

Mr. Scnacuner. Is that the cash that went into the savings bank o1 
banks ¢ 

Mr. Minuer. That is right. Exactly so. 

Mr. Scuacuner. And did you put it in there all at once ‘ 

Mr. Minter. I did not. 

Mr. Scnacuner. You took it out in dribs and drabs? 

Mr. Mirxier. That is right. 

Mr. Scuacuner. Did you follow any system by which you removs 
cash from the vault and put it in banks ? 

Mr. Miuuer. I did not. 

Mr. Scnacuner. Well, would vou take away as much as you could 
carry in your hand, or how did you operate that ? 

Mr. Miuier. I used no system whatsoever. 

Mr. Scuacuner. In what size Intls would you take it out? 

Mr. Mitten. Thev were in various denominations. 

Mr. Scuacuner. What did you do when the size of bills was changed 
and gold certificates were recalled ? 

Mr. Minier. I don’t remember that at all. 

Mr. Scracuner. Did you know that after a certain time the posse 
sion of gold certificates was illegal ? 

Mr. Minter. T don’t remember having anything illegal. 

Mr. Scnactunrer. Now, what substantial gifts did vour father mak 
to you? , 

Mr. Minier. I do not remember that. 

Mr. ScnacuNer. You do not remember any gifts from your father / 

Mr. Mirier. Oh, I do, but I do not remember how substantial 
was. 
Mr. Scnacuner. Well, what did he give you? Jewelry, fw 
yachts / . ; 

Mr. Minter. My father had no furs to give me. My mother h: 
left some jewelry. My father gave me cash, money. » 

Mr. Senaciner. He didn’t have jewelry. He didn’t have fu 
But he had plenty of cash to give you. Is that it? 

Mr. Mutzer. That is right, sir. 

Mr. Scnacuner. By the way, what is “plenty”? How much? 

Mr. Miniter. You are the one who said “plenty.” I didn’t say th: 

Mr. Scuacuner. Well, you agreed with me. — 

Mr. Mitier. Well, I would consider “plenty” anything that loo! 
substantial. ; 

Mr. Senacuner. Well, what looks substantial? 

Mr. Miturr. Any amount of money looks substantial. 

Mr. Scnacuner. Can you tell me whether he gave a hundred tho 
sand dollars or fifty thousand dollars? 

Mr. Miner. I wouldn’t remember how much he gave me. 
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Mr. ScuacuNner. Not even as an approximation ¢ 

Mr. Mintzer. I couldn't remember it at this time. 

Mr. Scnactuner. By the way, have you found that your memory in- 
terferes in any way with the discharge of vour official functions ¢ 

Mr. Minuer. I have to make a record of almost everything I do for 
the oflice. Otherwise. I forget it. 

Mr. Scmacuner. Have your associates commented on your poor 
memory ? 

Mr. Miuuer. Yes: as a matter of fact. they have laughed at that. 

Mr. Scnacunenr. In that connection, didn’t you think it would be 
’ good idea to make records and to keep records of your pel sonal finan- 


ial affgirs? 

Mr. _« Ek. There were no financial affairs that Thad to have. It 
vasn't that I was engaged in any kind of business. 

Mr. Scuacuner. I take it the only thing that you did is from time 

time take in cash gifts from your parents; is that right 4 

Mr. Miuier. I don’t seem to understand your question. 

Mr. ScwHacuner. I say that was your only substantial source of 
esources in addition to your own earnings ¢ 

Mr. Minter. That is true. 

Mr. Scnacuner. You didn’t have any other source / 

Mr. Mutuer. I did not. 

Mr. Kran. May I ask a question ? 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kran. Were you the only child in your family? 

Mr. Mriier. | was not. 

Mr. Kean. How many children did your father and mother have? 

Mr. Mitier. They had seven children. 

Mr. Kean. Did each one of the seven also receive the substantial 
cifts that vou did? 

Mr. Miuier. No. 

Mr. Kean. Why were you singled out, then, to receive these sub 
stantial gifts? 

Mr. Mitter. My mother and father preferred me over all the chil 
dren. My mother and father felt that 1 was the only one that wanted 
to have an education, and I was very attached to them. I nursed my 
mother and father right to their deaths, and they felt that I was more 
qualified than the rest. They left everything in my hands. 

Mr. Kean. Did they leave everything to you in their will, too? 

Mr. Mitzer. There was no will by my mother. When my father 
died, he had a will and left everything to me. I was his executor, 
too. 

Mr. Kean. The other six children were left out in the cold ? 

Mr. Miter. There were not six children at that time. 

Mr. Kran. Oh, some of them died young ¢ 

Mr. Minzer. Yes. 

Mr. Kean. How many were there at the time your father died ? 

Mr. Mirier. At the time my father died there were six. 

Mr. Kean. And then the other five were left out in the cold by your 
father ¢ 

Mr. Mitier. No; that isn’t so. I probably didn’t explain it right. 
There were two sisters who were married. My mother and my father 

ere very much opposed to them. I want you to know that I was 
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hoping that this thing would not come out in this courtroom. And 
that is primarily the background behind all this entire meeting here. 
You see, | want you to understand that there had been a litigation in 
the estate, and that mother and father felt that those two girls were 
out of their lives. And I do not want to disclose it any further, just 
to let vou know that. 

Mr. Kean. I would not want you to, but—— 

Mr. Mituer. This entire committee meeting is the result of that. 

Mr. Kean. There were three left out in the cold, then ¢ 

Mr. Mititer. Nobody was left out in the cold. My father and 
nother didn’t want those two girls to havea thing. 

Mr. Ki iN. But the virls were left out. I understand, and I do not 
Want you to say any more about that. That is all right. 

But there were six, you say. That left out two. There were two 
left out. Therefore, there were four: and, of that four, you got 
everything, and all the gifts were made by your father to you 4 

Mr. Minter. Yes, but my father and mother had got my solem 
promise that IT would in time take care of them, and [ have given them 
Soine THOneVs, too, 

Mr. Kean. Did you divide it up / 

Mr. Mitcer. No; nosuch thing ever happened. 

Mr. Kean. Yet you gave vour solemn promise that you would tak: 
care of them, at al you have not done so / 

Mr. Mitier. No: I beg your pardon. Iam sorry to have explained 
it that way. 

My father and mother wanted me to take care of them, whatever | 
saw fit, just to see that they had something. They felt that at all 
times if IT would be the holder of that fund it wouldn't be dissipated 
ind it wouldn't go astray. And I have certainly held on to it. 

Mr. Kean. Well, if vou should die, now, vou would have it all, 
wnd the others wouldn't have any. 

Mr. Mitier. I don’t think that would happen. 

Mr. Kean. You provided for that ¢ 

Mr. Miuuer. I didn’t provide in any way except to tell vou that 
they would be treated fairly. 

Mr. Kean. When did your father die? 

Mir. Mincer. In 1940. 

Chairman KING. (m I oO understand, Mr. Miller, that since vou 
vere interviewed by Mr. Schapiro, the counsel of this committee, 1] 
July, and Agent McGuire in September, at no time in that Interval 
have vou consulted an attorney as to your rights in this matter or as 
to whether or not you had a right to decline or refuse to sign the 
questionnaire, or as to whether or not vou had a right to decline or 
refuse to answer questions before this committee ? You have not col 

sulted ar attorney ¢ 

Mr. Mitier. | would say this, that there was an attorney. Whiat 
ishisname’ Mr. Dowling, from this committee. I spoke to him o 
the phone one day. Is Mr. Dowling here ¢ 

Chairman Kine. We have a Mr. Dowling. 

Mr. Minuer. And I asked him what to do. I said, “Do I have to 
have an attorney img He said, “I don’t know. You can use your ow! 
judgment.” And I didn’t go to see any attorney. 

Chairman Kine. You have not consulted with an attorney. 

Mr. Mitier. I haven't gone to see any attorney. 
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Chairman Kine. And you are not an attorney yourself, Mr. Miller? 

Mr. Mititer. No: I have never studied law. 

Chairman Kine. How, then, for my own information, have you 
arrived at the feeling that some rights you may have are perhaps being 
trespassed upon by this committee in maki g inquiry of you about 
your business as a governmental employee ¢ 

How have you arrived at the feeling ¢ 

Mr. Mitier. I have arrived at it only by prudence in judgment, that 
one’s right of their personal right is their own. ‘The income tax is one 
of income and not of standing. And I want you to realize that my 
record with the Internal Revenue is such that the most diflicult cases 
of traud were presel ted to me for examinations. And where | had 
what we called a joint investigation made there were probably 50 to 

a these past vears, and WV en t came up to 
the point of net worth I always told them, “How can we get that?” 
Phey sit d.* You ure right: we cant vet that.” 

I sa al, “Don't isk Ine to get it Tor them, be ause | eng t. You 
try it.” 

ly pre bably one or two isolated enses there miny ive been sol 


LOW) special agents aduril 


taxpavers that presel ted what we called fin il cil statements of net 
worth, but 1 don't believe even today that any taxpayvel does @ive one, 
even though he says It Is. It isn't one that I feel, from mv Work, 
one 1s required to vive. l want you to realize that a statement like 
that is very difficult to produce by any individual. It preys on esti 
mate. It preys on memory. No one knows what goes on from vear 
to vear. Individuals do not keep books like financial mnstitutions, of 
their balance sheets. So that it is very difficult for any committee 


en} tie 


' Ww) 


or any revenue agent, any accountant who has his own « 
doesnt know their financial standing. He can’t. If they had di 
verted income or had private athairs, he cloesn't know it. He O! ly 
audits what they present to him. 

Chairman King. Have you ever heard, Mr. Miller, of a taxpayer 
seeking the constitutional privilege to prevent 

Mr. Mintuer. For net worth. 

Chairman KING. To prevent the Bureau of Internal Reve ue from 
making inquiry into his financial affairs or business ¢ 

Mr. Miniter. Well. I will state this. that there were many times 
when the special agent would tell me, “Try to get a net worth stat 
ment.” Because sometimes in our examinations the taxpayer is not 
informed of a spec ial agent working jointly. At cl we would make a 


request from his representative. 

Chairman Kine. But have you ever heard in your years of exper 
lence with the Bureau as a revenue agent of a taxpaver suecesstully 
or unsuccessfully claiming the privilege that his constitutional rights 
are being violated / 

Mr. Miniter. Yes. I will say it this way. I can’t see your name 
from here. 

Chairman Kine. King is my name. 

Mr. Mitier. Mr. King, I willsay it this way. [know from my owt 
experience, and | know j 
where they have attempted to vet net-worth statements from the tax 
representatives, the counsel, and they would be laughed at. They 
would say, “You know there is nothing in the law that we have to 


give you a financial statement. What is the code number ¢ They 


from the work of many of my colleagues, 





INTERNAL REVENUE INVESTIGATION 


would josh with us. And naturally we would just have to go away 
and take it because we have no teeth in the law to insist upon a balance 
sheet from an individual. 

Chairman Kine. No. I will put my question differently, Mr. Mille: 
Iam afraid you don’t understand. As a revenue agent, in your yea! 
of experience, we the questioning or the alleged violation o| 
rights took place by the acts of a revenue agent or not, can you reco 
lect one taxpayer who has ever claimed the privilege, claimed that 
his rights, his constitutional rights, were being violated by the acts 
of a revenue agent, a special agent, or the Intelligence Bureau, in an) 
matter dealing with seeking out their financial worth or in thei 
financial affairs ¢ 

Mr. Miuier. Let me say it this way, please—— 

Chairman Kine. Can’t you answer ¢ 

Mr. Minier. Yes; I will answer it satisfactorily as 1 best know 
It is my effort to help the committee and not to hinder it 

hairman Kine. Lam pleased at that. 

Mr. Miuuer. It is my desire to help this committee in many way 
not in the line of my financial statement. If it is the poimt of t] 
committee to arrive at a better method of internal revenue, Lami sur 
anv agent could give them information like Lean. Now, L have bee: 
told by many accountants, and [ just can’t remember whom—they say, 
“vou know, our constitutional rights prohibit the giving of a net 
worth statement.” And therefore they refuse to give it. 

Chairman Kine. It was only for my own information, Mr. Mille: 
I am not an expert on the question either. I was merely interested 
in knowing, inasmuch as you have admitted your great concern ove 
whether your rights would be violated, if, as a man with training and 
judgment, you had sought an attorney to consult with so that yo 
would have been certain or more certain of your rights when you 
appeared before a congressional committee. But you have not con 
sulted with counsel or an attorney with respect to this? 

Mr. Minver. I didn’t follow you. 

Chairman Kine. Well, we will drop that line of questioning, M1 
Miller. That is all right. 

Mr. Kean. May I ask another question, Mr. Chairman ¢ 

Chairman Kine. Yes. Mr. Kean will inquire. 

Mr Kean. When you first were employed by the Internal Revenu 
Bureau as an agent, were you asked by them at that time to file a net 
worth statement ? 

Mr. Minuer. No: I don’t think so. 

Mr. Kean. You weren't? Beeause the Bureau has told us that 
new employees are always asked to tile a net-worth statement. Yo 
are sure of that? 

Mr. Minter. I am sure that, when I was appointed as an interna 
revenue agent, I don’t believe [ was required to furnish a net-wort 
statement. 

Mr. Kean. Mr. Miller, do you feel that a man who refuses to answe! 
a question on his financial affairs on the grounds that it may tend t 
incriminate him is a fit man to hold the very sensitive and important 
position which you do? 

Mr. Minter. I feel that is correct, sir. And I am going to tell yo 
why. 
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In view of the fact that I am a citizen like any other individual in 
this room and that my record of life is an open book—lL have never 
been arrested. I have never violated the least petty infraction of the 
law. And I live a very fine domesticated life—my family, my wife 
ind three children. I have no bad habits. I don’t smoke; I don't 
drink; I don’t go to no night clubs. I go nowhere without my family. 
And I am like any other citizen in this. room today and before this 
ommittee, and I do not ask for any special privileges. On the other 
hand, when I filed my tax return, I have reported the income, as I 
cnow I have, and the return of income does not require, or the code, 
hat any citizen—not a revenue agent—should be specified to give a 
net-worth statement. I want you to realize that I have lived in a 
ery delicate position as an internal-revenue agent. Sometimes I 
vonder why Lever took the position from the beginning. Tassure you 
i could have made much more income in the years between 1942 and 
probably 1948 and would not have been here today as a subject before 
the people tryil vto prove something for whine 1} ] have hot even veeh 
harged. 

Mr. Kean. No; but you have pleaded that you would not answer 
the question because it would tend to incriminate you. 

Mr. Miuier. Yes. 

Mr. Kean. That is, you have viven the impression by that, to my 
mind, that you cannot report this information because it might in- 
cruninate you and therefore make it possible for you to be put in 
jail or attacked for some other reason. That is the only constitutional 
right you have to refuse to answer questions. 

Mr. MULLER. I am not familiar with the technicalities. 

Mr. Kean. There is no technicality. That is the fact. The only 
right that you have to refuse to answer, and the right which you have 
taken the benefit of, was that the answer would incriminate you. That 
is an answer Which it is pretty difficult to take in a scusitive position 
such as yours. 

As to my answer to the question which I asked you, whether a 
person who refuses fo answer because it might tend Lo incriminate 
him should have such a sensitive job, it is that he certainly should not. 

Mr. Scuacuner. May I proceed, Mr. Chairman ¢ 

Chairman Kine. At this point, Mr. Miller, IT am ordering Mr. 
Schapiro, an attache of this committee, to serve you with a subpena 
o produce all your books and records. 

Mr. Scuacuner. Mr. Miller, while the subpena is being served on 
you, can you briefly answer a few more questions ¢ 

Now, you mentioned something about an inheritance from your 
father. Did you not, sir, on September 25, testify that the inheritance 
from your father amounted to approximately $500 and was all used 
ip tobury him? Did you so testify or not, sir? 

Mr. Mixer. Yes; but I said to you—— 

Mr. Scuacuner. And was that a fact ¢ 

Mr. Miuzier. Yes. 

Mr. Scnacuner. That is all. We are running a little short of time. 

Mr. Minter. But you are not giving me the chance to give the 
orrect answer. I think you are unfair. 

[ told you my father had given me gifts during his lifetime. 

Mr. Scuacunenr. I didn’t ask you about that, sir. 

Mr. Mintzer. I told you what my father’s inheritance was. 
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Mr. Scuacuner. You have answered it now, sir. Thank you, 
There are a few more things that I wanted to ask you. You wer 
supporting yourself, your wife, and three dependent children, were 


you not ¢ 

Mr. Miturr. Yes, sir. 

Mr. Scnacuner. Now, in the year, approximately, of 1948, you 
spent 6 weeks in Florida, did you not ¢ 

Mr. Mitier. I don’t remember that at this time. 

Mr. Scuacuner. Did you within the last few years spend approx 
mately 6 weeks in Florida? 

Mr. Miturer. I don’t reeall now. 

Mr. Scuacuner. Well, weren't you down in Florida also in Ja 
ary’ Do vou recall that? 

Mr. Mitier. 1 was there the early part of this year. 

Mr. Scnacuner. All right. You are driving and maintaining 
1949 Oldsmobile automobile; is that not right ¢ 

Mr. Muxer. That is right. 

Mr. Scuacuner. Now, in the years 1945 to 1946 you were paying 
approximately $50 in rent, and that rent included gas and electricity 
is that not right ? 

Mr. Mitier. The rent was $48 a month, which included that. 

Mr. Scuacuner. Since that time—namely, at the end of 1948 
you moved into an apartment costing $108 a month? 

Mr. Mitier. No; [ think you have the figures and the dates wrong 
I clidn’t move into my present place until March 1950. 

Mr. Scuacuner. All right. You live there now. What do you 
pay in rent now ¢ 

Mr. Mitier. One hundred and eight dollars. 

Mr. Scnacuner. And that does not include gas and electricity : 

Mr. Mitxier. That is right. 

Mr. ScnHacunerr. You were also able, during the past summer, t« 
send your children to a summer camp, were you not, sir? 

Mr. Miter. This is the only summer that my children were wway 
from us for a while. 

Mr. Scuacuner. And, sir, don’t you think that there is a legitimat: 
public interest in inquiring how you manage to live on the scale yo 
do considering the salary which you make? Do you think there 
such a proper interest ? 

Mr. Miturr. I don’t think there should be any public interest. 

Mr. Scuacuner. Very well, sir. 

Just one more question. 

You seemed to have some objection to telling us how much money 
you have in the bank. As a matter of fact, didn’t vou ask precisely 
that question of a taxpayer? Did you ever ask precisely that questior 
of a taxpayer ¢ 

Mr. Minter. Now, I want you to understand this. In our exam 
nations, when we find a taxpayer who has little or no records, thy 
usual procedure is—this is in the case of a taxpayer, mind you, 
what we call an ordinary investigation, where we have a return of 
income. We verify the return with what income and what recor 
he has. But we have special examinations referred to as informatio! 
examinations. By that I mean we call it Form 917. In such a cas 
on this Form 917, the Bureau asks us, because of the specific type— 
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Mr. Scuacuner. Forgive me, sir, for interrupting what is undoubt- 
edly a very interesting explanation of Bureau procedure. But didn't 
you ever, in your career as a revenue agent, ask precisely that question 
ofataxpayer? Can’t you answer that “Yes” or “No” é 

Mr. Mitier. No; IT can’t until I give you the explanation. 

Mr. Scuacuner. Well, I will furnish you the name of the taxpayer. 

Didn't you ask precisely that question of one, Mr. Hagopian ¢ 

Mr. Minter. Mr. Hagopian / 

Mr. Scnacunrr. Yes. 

Mr. Miter. Yes. 

Mr. Scuacuner. You did ask him precisely that questior 

Mr. Mitxer. I will explain that to you. 

Mr. SCHACHNER. Did you ask him that question ? 

Mr. Mitier. I will explain that. 

Mr. Scuacuner. Did you, or didn't you? 

Mr. MILLER. | asked Mr. Hagopian by reason of Ss case ( 
up out of a trial in North Carolina, if I recall the in 
the individual very much, because he was very unpleasant throughout 
the entire examination. 

Mr. Scnacuner. If you will be so kind, couldn't you cooperate with 
the committee by just telling us whether or not you asked Mr. Hagopian 
how much money he had inthe bank? Is that so difficult ¢ 

Mr. Mitier. I asked Mr. Hagopian—— 

Mr. Scuacuner. Did you ask him how much money he had in the 
bank: “Yes” or “No”? 

Mr. Mixer. I did not. 

Mr. Scuacuyer. You did not. Thank you. 

Those are all the questions W hich I have, 

Chairman Kine. You may step aside, Mr. Miller, and remain } 
room. 

You may take your seat. 

Is Mr. Hagopian in the room, please ¢ 

Mr. Charles Hagopian 4 

Mr. Hagopian, will you stand and raise your right hand 4 

do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth. so hi Ip you Grod ¢ 


Mr. Hacor! ‘CN. l do. 


/ 


TESTIMONY OF CHARLES HAGOPIAN, BRONXVILLE, N. Y. 


Mr. Scuacuner. Mr. Hagopian, will you please put your mouth 
lose to the microphone so that everyone in the room can hear you 
when you speak ¢ 

Would you please give to the reporter your full hate and your 
address ¢ 

Mr. Hacortan. Charles Hagopian. 

Mr. Scuacuner. And what is your address ¢ 

Mr. Hagopran. 901 Oeden Avenue, Bronxville. 

Mr. Scuacuner. Do you know one, Mordecai Miller? 

Mr. Hacortan. Yes, sir. 

Mr. Scunacuner. That is a revenue agent ? 

Mr. Hagortan. Yes, sir. 

Mr. Scnacuner. Now, in the year 1947, did he get in touch with 
vou / 





666 INTERNAL REVENUE INVESTIGATION 


Mr. Haaopran. Yes, sir. 

Mr. Scuacunrr. And at that time was he ex: mining vour meony 
tax returns for which years? 

Mr. Hacortan. 1944 and 1945, 

Mr. Scuacuner. And some difference of opinion arose betwe 
you and him as to whether the returns were correct : is that not correct 

Mr. Hagorran. Yes, sir. 

Mr. Scmacuner. Now, sir, can you tell us what he told you abo 
your return ¢ 

Mr. Hacgortan. I don’t know which return vou mean. sir. He can 
in two or three times. , 

Mr. Scnacuner. What did he say to you the first time about yo 
return / 

Mr. Hacorian. Well, everything—he find it wrong. And he say 
“There is a big penalty. You may be in a jail”—and what not. A) 
1 was kind of scared. I don’t know what I have done, because 
my opinion T don’t do anything wrong, sir. And the second or third 
time I began to know—Mr. Waldrop was there the first time, and |) 
was the accountant of my taxes. 

Mr. Scrracuner. Could vou please raise your voice so that everyor 
can hear you. Now, at this first conversation, Mr. Waldrop, you 
accountant, was also present ; is that right ? 

Mr. Hagortan. Yes, sir. 

Mr. Scuacuner. And you have now told us sort of the gist of t) 
conversation. Is that not right? That is, you told us approximate! 
what Mr. Miller told you. Is that right ? 

Mr. Hacortan. You want me to say it, sir? T didn’t get that. 

Mr. Scuacuner. What you have just told us about the return bei, 
very wrong, and that you might go to jail, that is about what vou « 
remember Mr, Miller told you; is that right ? 

Mr. Hacortan. Yes. 

Mr. Scnacuner. Did you see Mr. Miller again? 

Mr. Hacor1tan. Yes. 

Mr. Scuacuner. When did you see him after that / 

Mr. Hacorran. I think it was a week later, a week or two. <A shor 
time after I saw him again. 

Mr. Scuacnner. How did you happen to see him? Did he calf ye 
over the telephone / 

Mr. Hacortan. Yes; he called up the place of business where I w 
working. 

Mr. Scuacuner. And did he make an appointment with you ? 

Mr. Hacortan. Yes, sir. 

Mr. Scuacuner. And where was that appointment to be held? 

Mr. Hacorran. It was a place like a two room, back of the hous: 
where I had my merchandise, I should call it, boxes, all piled up a 
closed up. And I was working to make my living. That is wher 
he meet me. 

Mr. Scnacuner. When he met you there, was anybody else present 

Mr. Hacorrax. I think Mr. Waldrop was there the second time. 

Mr. Scuacuner. Now, what was said the second time when M 
Miller saw you? 

Mr. Hacortan. He asked me some questions about the nature « 
my work, and I told him, and he says, “It couldn't be.” And T say 
to him, “I am not a man that sold a lot of bubble pipes. I think yo" 
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are mixing up the Charlotte, S. C.. people.” Then he mentioned 
come name. I don’t know where he got it. I forget the name now. 
The man who owes me money. I said, “I wish I knew where he is.” 
Rotfield, I think. 

Mr. Scuacuner. Did he. at that second conversation, ask vou at \ 
hing about a bank account / 

Mr. Hacorran. I think it was the third time, sir. He didn’t say 
‘hank.” He says, “Llow much money vou got?” And I told him how 

much. 

Mr. ScracuNner. That was the third time? 

Mr. Hacorran. This time. I think. 

Mr. Scuacuner. All right. Where did vou see him for the third 
ime 4 

Mr. Hacortan. Same place, sir. 

Mr. SCHACHNER. The Sine place And how 
ome there’ Did he make ai appomtment Ww ith vou! 

Mr. I AGOPLTAN, Yes, Sir. He called up where I work. 

Mr. SCHACH NER. And then when he saw vou, cid he ask you any 
thing about money, or money in the bank ¢ 

Mr. Hagortan. Well, we were going to the cafeteria. He says, 
“It is about time to eat.” So we were voing to the cafeteria, and he 
says, “My car is here.” So when we sit in the car, that is the time, sir, 
he told me. 

Mr. Scuacnuner. Wait a minute. When did he first ask vou about 
what money you had in the bank ¢ 

Did he ever ask vou that? 

Mr. H AGOPIAN, Ye s. 

I think that was the third meeting. that he told me—how much 
money T got /—and T told him how much I got in one bank and what 

ink It Is. 

Mr. Scuacuner. You told him what bank it was/ 

Mr. Hacopran. Yes: and the amount. 

Mr. Scnaciuner. Yes. Did he tell you by any chance that you 

dn’t have to tell him what money vou have / 

Mr. Hacorrvanx. Well. I don’t know. He was from the Government 
fice, and he told me how much money I got. and IT told him how mu 

oney ] had. 

Mr. Scracuner. You thought the Government had a right to know 
ow much money you had and what bank it was in? 

Mr. Hacortan. I think so. 

Mr. Scnacuner. All right. Now, let us hear about that trip in his 
ir to the cafeteria / 

Mr. Hacgorian. You want me to sav ¢ 
Mr. Scnacuner. Please do. 

Mr. Hacortan. It was lunch time. and he said. “Would vou want to 
o to have something to ent 7” I told him i ro to eat at Fordham 
bout Sor 10 blocks away. While we were sitting in the car he said, 
Iam going to tell you something. Don't tell anvbody; don't tell 
our wife.” 

I don’t know what he was going to tell me—“All right, what is it 7” 
I was sitting next to him. He told me that “if vou give me $1.500.” 
e says, “you have nothing to worry. Don't forget, he says, that is 
ot all for me. You know how it is: I have to pay people. and IT have 
few dollars left.” T didn’t know what to say. 
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Mr. Scnacuner. Let me Interrupt you here, IT am not sure that | 
or the committee understood this quite clearly. He said to you that 
if you gave him 81.500 everything would be all right 

Mr. Hacorian. Yes: I would have no difficulties. 

Mr. Scuacuner. Did he at that time—by the way, you are of 
Armenian birth; are vou not ¢ 

Mr. Hacortan. Yes, sir. 

Mr. SCHACHNER., Did he Say anything about Armentans at that 
time / 

Mer. HAGortan. He said that in his first meeting. 

Mr. SCHACTINER., What clid he sit Lo you about Armenians in tl 
first meeting ? 

Mr. Hacort LN. He Suvs | Was Walling for him on account it wa 
hard to vo to my place; it Was back of the house: you had to 
through a small gate. Anyway, he says, “You are Armenian?” 

ud. “Yes.” 

He says, “Well, Lam Armenian, too.” 

Mr. Senacuner. Tell me, when he took you in his car from this 
place where you met, to the cafeteria, he said something that you 
wouldn't be able to get mal ried unless vou pail him those fifteen hun 
dred dollars: is that right / 

Mr. Hacorran. Excuse me, sir. He said that in the place. Ile said 
the thing is very bad. You got all mixed up: vou might be im jail 
Before that he asked me if 1 was married, and | said, "No: but LT an 
engaged to be married.” 

He said, “The way the thing looks, the money that you got, you 
wouldn't have money to get married” : “but.” he said, “ W ill be nice 
to vou. Don't worry; things will be straightened out.” He said that 
before we went to the car. A fter we were roing to the lunch, whet 
I vot in the car—— 

Mr. Scuacuner. Hold it a minute. Before he went into the car 
with you he told you that, although you were engaged to be married. 
you would probably not be able to get married, because your mone 
will be rone and you Ww ill have to vO LO jail. Is that right 

Mr. Hacortan. Yes. 

Mr. Scuacuner. And then in the car he told you, after hav ing told 
you that. he would be nice to vou! 

Mr. HaGortan. Yes. 

Mr. Scuacuner. In the ear he told you that if you gave him 81.50 
you would be able to get married / 

Mr. Hacorran. He didn't ay 

Mr. Scuacuner. Well, at any rate, vou wouldn’t go to jail? 

Mr. Hacortan. He didn’t say that; he just said 

Mr. Scuacuner. Did he say everything would be all right ? 

Mr. Hagortan. Yes. 

Mr. ScuacuNner. That is what he said? 

Mr. Hacortan. Yes: but he didn’t say that, “You can’t get married. 
then. 

Mr. ScuacuNner. Did you promise to pay him the 81.500? 

Mr. Hacortan. I did not make any promises. IT said, “I have to 
think. I can’t tell you anything now.” 

Then we went up to the restaurant: then we ate, and it took about 
2 weeks before I could give him an answer. I was supposed to see hin 
Saturday, and I didn’t see him. 





[ 


NITERNAI 


| fie} 


he called up 
up. I gave 


ime over tom, place 


ov 


if hoping t 
\lr. ScHACHNER. [DD 
Mir. Hacorran. Only 
ip he said. “You 
; Chet 


mi ti 


e te ve. Tt 
Mir. SCHACHIINER. 
Mir. PHlAGorian. We 
Nin \CLINER 
Mr. Hagortan. Yu 
iv——{ vife ane 


stl 


ee 
ri \ ited Hie 


After they 


Milk 


O SOL 


onnini ) I 
Vir. Tac 
\Virw Scracuner. |] 
Mir. Chaim . 
Chairman Kina. 
Mir. Kean. 
itomobile Mr 


1] 
i 


(ost 


Mi 


bal | 


. Milles 
uli for fim: f 
GOPIAN. Ye 
He cic 
No 


Mr. H 
Mir. Kean. 


Mir. HaAcorpran, 
Vir. Kean. He j 


Mr. Hacorian. Yo 


the 
some kind of excuse. The 
-when Tsay “my place.” 
: whatever I had lef 
o tind somebody to bu it. 


Wel 


Bri 








REVENUE INVESTIGATION 669 


Why «ciidih ft 


rFsaturday he 


‘ 
j 

| 

! 


place where | Wiis work hv’. asKInYG 
cea dead st 


I was keeping 


t, | put it—and 1 w: 


dhe ask you again 


we care O} \ 


t come up to see me. 


i 


1 ‘ second Saturday 


‘ ollowing he wave 
Wiis SUDCUV. 
did 


- expect 


Sunday 


you 


PIAN. No. no 


Mr. Hagopian. 








670 INTERNAL REVENUE INVESTIGATION 


Mr. Curris. This $1,500 that he wanted, was that for Mr. Miller 
It wasn't for the taxes / 


and somebody else 
Can I enlighten something there ¢ 


Mr. Hagortan. No, sir. 

Mr. Scuacuner. You want to add something ¢ 

Mr. Hagortan. Yes. He showed me some yellow papers. He said 
“See, other people don't have to sign these papers before | turn it 
there isn’t any time.” 

Mr. Scracuner. Showed you some sort of piece of paper ¢ 

Mr. Hacortan. Yellow paper. 

Mr. Scuacuner. He said other people have to sign such a pape 

Mr. HaGorian. No, SU; they dont have to sign, he SaVs. 

Mr. ScuacuNner. But he was permitting you to sign such a pape 

Mr. Hagortan. No: | don’t have to sign if it IT were to pay him. 

Mr. Scuacuner. That is, if vou gave him the $1,500 he would ex 
cuse you from signing the paper ‘ 

Mr. H A\GOPLAN, Yes, sir. 

Mr. Scuacuner. By the way, did you sign the paper ? 

Mr. Hagorian. No: after they sent me by mail the same kind of 
paper, then IT know what it was. 

Mr. Scnacuner. | have no further questions, Mr. Chairman 

Chairman Kine. Who partial forthe lunch the day vou went to luneh ? 

Mr. Hacortan. What, sir? 

Chairman Kine. Who paid for the lunch vou had that day in the 
cafeteria / 

Mr. Hacorian. I did. sir. 

Chairman Kine. You ean step down now, Mr. Hagopian. 

Mr. Morprear Minner. Mr. King, may IT be able to say a few words 
f Would you give me the priv 


regard v wl nt happened just now 


leve / 


Ch tirhan Kina. Be seated, Mr. Miller, if you Ww ish, 


TESTIMONY OF MORDECAI MILLER, INTERNAL REVENUE 
AGENT—Resumed 


Mr. Scnacuner. Mr. Miller, do you wish to add anything ¢ 
Mir. Minuer. Yes. [ wish to say this first: that T didn’t know T wa: 


Col y today t i defendant to such a kind of « hare. Il wouldn't 
evel oO thead to bring an attorhes to defend mvself, brit | Wislt 
to state my side of this storv. and T want i fo vo on record that it 
only the trut! 

Phris type ol ise Was a DLT case that IT tried to explain to vo 
‘ irlier, wherein we do not vel the tax return of the individual. but 
we get an information letter. 

Mir. Scuacuner. Mr. Miller, just in the interest of saving the con 


niittee’s Tithe, 1 do not Wish to cut y ru off, and ] am sure the chair- 


miin of the committee 
Mr. Minwer. [To will try 
Mir. SeuacuNer. Tf vou will permit me, please 


ibout the testimony / 


»f I take it vou 


Ve -Onne Ges LOT 
Mir. Mircer. Oh. of course: the whole thing is preposterous 
true? 


Mer. ScuacuNner. Your view is that the testimonv 1s not 
Mr. Miu LER Phe whole thing Is false and perjurious. The thing 

is silly and doesn’t make sense, and I want to prove it to the court. 
Mr. ScuacuNner. No. sir: not in court. 
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Mr. Mincer. Whatever you call it-—the committee. At least I 
should be permitted to say something to show how silly the entire 
thing is. 

Mr. Scuacuner. Well, if you will keep it very short. 

Mir. Mincer. | promise to try to keep it as short as I can. 

I was assigned liis case because we had had an information letter 
nvolving that he had made 875.000 on some kind of patent. If it 
wasnt TO, it het be 175: 1 don't remember the detail, It involved 
rcase in the lower court somewhere in North Carolina, and this tax 
paver Was very embittered against the world, and | called him. = It 


eemed he had been {1 ckead out of his ~t) cntled rights I selling “Ole 
nal of Lay that mide little bubbles. il al Ltint ie Wits working for 


ome company downtown 

| hac to call Thidia Clie because the statute Was running out and 
e had to vet an eXtension agvreement, Later 1 met him at his place 
f DbusSIness somewhere 11 the Bronx. lle hv “Ole kind ot recora 
ade up on pieces of paper by an accountant who worked for the city 
f New York, and he told me of him. Ile suid the accountant said 


il there will he nothing wrong with iis cise ana thinat evervthing 
ll be all right. llowever, the check record that he had with that 


didn’t make sense to me, and I told him to have this accountant pres 
ent at our next meeting so we ¢ ould ro ovel the details, riding “and 


ive vour accounts there, too.” 


When l came there the nent t hie. e | lat This Che k weounts and 
that aecountant, and on a little sheet of pocket e tad a trabiseript 
ol some bank accea I ‘ ia Phat t <ript of the bank recount 

now mm the records of the Internal Reverse It disclosed that he 

ul deposited rr) Theat cae ount. I believe, SoM Liat he fined received 


row the sale ofthe rights to sel] that b ibble nachine SaOliie where 


Canada, and that income was hot reported, lL told him that that i 
ome should have Level reported, and that hie vould have to prea the 
on it. lle stated That he wa about to be married and he had I 
olce of t=wo women, one whom he liked and the oOrhel whom he didn't 
e but he thought Would make a vood wife, and that I should 
vive him a wedded ney presel | Lod mi it il | ive no right 
Ve } I i rel | | least I ( ould Lave et 
rled that The | I ‘ Very f tel l ar ip hy 
Lit Vy title w ! rl t I told It clo t make s ‘ 
{ I am hot tere ‘ —t thin Vou pave any iX \ | | ive 
to report to tlre 3 rendu real tlitouinit rou Owe 
Nothing was evel ii about anv STOO. th iv or that wav. | 
‘| tell him. hie wever, tf iT the taX oOo} | rt orbany he ~1] 500) o>! SOO 
Whatever If Was: an | told mi that, by reason of that hneome 
omitted, a special ive would bn nvited for a }O t hive v 


. ; . > 
which was thet the procedure of thre 13 irenu. 


Ie saves, “You are trying to put me jail.” 6 said, “This 


c’ Phat 
tte , easle ¢hy ' I] » } },] , and ] A « ! 
itter Of Jull: ‘ Will prob DIV Want to know about oul bey Kk 

aunt Phat - ot ! mv sphere of wud : | do | wo Into bar k 
ounts and financial statements. LT only show the ome as 
OW me vou developed ay 

' ’ ’ . . 
Phe case Was the! ubmitted to the Burea = | ‘ (il i tive 
rent n New York recomiline dec th Spe il welt, Dy til ot 


ome omitted, Whe I cnme dowa Te eet ‘ peng | ‘ 1 New 
lork, I told him that T didn’t think this ease war tt ecial 
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agent: that 1 felt the man gave me his entire income, but I said, “Hk 
is very bitter; he is bitter against me, he is going to be bitter against 
you. He is going to be bitter against anybody, because they are try 
ing to take away his money. He had had a bad case in the Nort 

Carolina courts, and he feels that the laws of the land are crooked 
He feels aviallst any kind of officer Willo would appear before hin. 

He says, “At least I may invite him down for a conversation.” 

The special agent shortly thereafter withdrew from the case a 
the Cause Cale up by fore ul conferee 1} Ni W York, where [ itteneb 
and this man hada lawver with him from New York as well. Each a 
every point was gone through on that hearing, as to what DT disclosed 
a result of the examination. 

The conferee pheld me wm every celta l. ana ] Witt you to real 
that all through t] st me this taxpaves used the most dilatory method 
not only with me but with the conferee. T belleve—I haven't vet heard 
the outeome of this case—that even to this verv dav he never a 
to pay the tax or come to an understand ne, Ly cause the man has 
phobaa to every individual that is conferring with him or diseussit 
atter, 

A iresult of this action that hap 
words: but T want the court to understand that in no case was ther 
any request for One y bry mie lt appears to me that the man is no 
telling the truth. because he never rode with me in mv ear nor did we 


. 
} 


have lunch in Fordham at a eafeteria. 
Therefore, T wish it understood that mv examinations with him took 
mia be i! ho ! I the norhnihnge ohe aay ane rnot! ert mie I mel tO Mie 


him later in the afternoon, because he was working somewhere 


he couldn't vet off, and he asked me to cooperate w thr tarde. He neve) 
rode with me inmvecar. Henever had lonech wit mie. 

Shortly thereafter, during the time that this case wa nh proc 
he called me at the office—and they probably gave him my phone m 
bet the he il ked me to see him mmed at ly ; t! if I Wits holdin cy 
hy marriaee 

He came to see me at my home—not a Sunday, but I bx 
1 Saturday, in the mornine—he staved a few moments and he to 
me why dont LT help him? IT sa dt to him, “There is no help J 
vive vou in view of the fact that the income was omitted.” and 


I have no right to change the findings of the case: that he could sett 
that matter with a conferee, because I told him that, by reason of 

elling | rovalty, the patent right n Canada, we would have t 
treat that as an ordinary gain, taxable in full, 85.000. but. if he felt 


til ms 9 12 I 
enn vet the benefit of the Bureau, let the conferee decide that thes 


vould tax him as a capital gain—execuse me—for half that money, b 
that the rn@ht didn’t rest with me. 


} 


“Oh, no,” he said, “I know you fellows are the ones that decide th 


things, 

[ couldn't convince him. With that. he left in a heat that I w 
preventing his marriage. 

I want the court to understand T did only see the reason for t] 
man’s netion in that he is bitter in that he had to make some assertio 
ania vet a lawyer to represel t him in the case, for W hi h l had ho pow 
to chin ve. al d that the statements he made were unfounded and base 
less. [want you to know that I did not come here knowing that this 


man would be here today, because it meant nothing to me, it was just 
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nother ease, but I can see how that this man has been look ng to he 
u«lietive and do me harm only because I happel ed to be the agent. 
Mr. King, if you were the agent, vou, too, would be here today be- 
mise vou would have been the agent examining that case and would 
nave acted accord oly | | have, and he wou 
count as he has me today. 
Chairman Kine. Very well, Mr. Miller. 
Mr. Curris. Hlow does it happen you remember that so wel 


Ir. Minuer. I will tell you why. 
Mr. Curris. You just got through telling your memory is | 


’ 


ad have called ou to 


1 
| 


Mr. Minuer. I will tell vou why I remember cause, because h 
e wa i long. protracted one: and I had te ro over the records and 
t two or three times in the conferee ro n New York—each 
k. each paper, each check, each analysis. The conferee was dis- 


reali WIth PLM u ( dito me. “Mr. Miller. | fj d you are right; 


will tax fill tor the J tii nt. a ‘a not as i capital gain, as 11s 


mtianaish IS beenuse { eotn ‘ “he e pe ilar. Ile ha L 
sense that everybody IS persecut Y him: as a result that I came 
meht after that trial. 

I am sure you will find all the records on 1 case In my office 
every little detail, work paper, explaining everything that I have told 
vou today. This. lid not tell the truth. There was no talk or re 

est of ANN 

Mir. Curtis. What L want to know . Do you ive ata TV mien 

mit vou? 

Nie. Mirrner. My memor snot oft ie best. b t this ise stands ¢ 

ull the others be e he Was asking me to give ! a wedding 
present ] rhe e. that ‘ sone of the t tuxpavers that came 
tomy home on Sa reing’ nie und te me | was holding his 
wedding up. 

Furthermore, in it ( | ad been there more than once. and I 

to spend wveradl aay: | rie co) ferer rong ¢ er these remiss So 
it the reeord Wo Ly erent Phiat = What bring this to \ mind 


so clearly. 
Mr. Curtis. If vou are an honest and upright man in a very nu 
port init position ot collect ne taxes, whiv 1s it t] it vou do not niake a 


ios 
ai KNOW 


I | disclosure as to vour own finances so that everyone wou 

il t isan open book and t isall honest / Why do you not ¢ 

Mr. Minier. Well, | told you before that it involves my family, 
particular gifts given to me by my parents, and it is with that in mind 
that I felt that the entire thing should be my person al life and should 
not be anybody else's. 

Mr. Curtis. Will it incriminate vou? 

Mr. Minuer. It might incriminate me. IT am left with that regard 
todav: that is the onl 

Mr. Curris. Will it / 

Mir. Miner. It mig! 

Mr. Curris. It might / 

Mir. Minier. Yes. 

Mr. Currts 


rit 


‘tT ll. 
Chairman Kine. Yo iv step dow! 
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The committee will recess for 10 minutes. 

(A short recess was taken.) 

Chairman Kine. Mr. Dettmar? 

Will you stand and be sworn, please ¢ 

Do you solemnly swear that the testimony you are about to give this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you (iod ? 

Mr. Derrmar. I do. 

Chairman Kine. Please be seated. 


TESTIMONY OF WILLIAM H. DETTMAR, JR., ROCKVILLE CENTRE, 
LONG ISLAND, N. Y. 


Mr. Scuacuner. What is your name and address, please 

Mr. Derrmar. William H. Dettmar, Jr. 8 North Lewis Place. Rock 
ville Centre, Long Island. 

Mr. Scnacuner. What is your present occupation, sir / 

Mr. Derrmar. Laman internal-revenue agent. 

Mr. Scuacuner. How long have you been so emploved ? 

Mr. Derrmuar. Since May 1, 1925. 

Mr. Scuacuner. What training and experience did you have on 
your job? 

Mr. Derrmar. I had 2 years of college accounting and took a 
examination for the position, 

Mr. Scnacuner. And then you went directly to work for the In 
ternal Revenue Bureau: is that right ? 

Mr. Derrmar. That ts right. 

Mr. ScuacuNer. Which office are you attached to ¢ 

Mr. Derrmar. Upper New York, Ninth Avenue between Ninth ar 
Thirtieth. 

Mr. Scuacuner. Your work consists, as does that of 
erally, of auditing the books and records of taxpayers to see whether 
or not thes conform to tax returns filed by the LAXpAVers ¢ is that 


agents vel 


right ¢ 

Mr. Derravar. That ts right. 

Mr. Scuacuner. You occasionally encounter taxpayers who hav 
Inadequate hooks and records, dlo you not ¢ 

Mr. Derrmar. That is right. 

Mr. Scuacuner. And at those occasions vou request them to furnis! 
additional information: is that not right ? 

Mr. Derrmar. If it is possible: ves. 

Mr. ScHacHNER. Suppose a taxpayer refuses to supply you wit! 
information: what do you do? 

Mr. Derrmar. Well, it’s possible that we might get the informa 
tion elsewhere. If so, we try to. 

Mr. Scuacuner. Is it your impression, sir, that the taxpayer ha 
a choice of whether or not he wants to give vou information / 

Mir. Derruar. No: he must submit: as a matter of fact, the law 
Stutes that he Hitist keep records which will clearly reflect his rmcome, 

Mr. Senacuner. [ take it you, yourself, keep such records ? 

Mr. Derrmar. No, sir. 

Mr. ScHacuner. Does the law-—-— 

Mr. Derraar. I don't know whether that is the law or whether it 


is inthe regulations, Mr. 
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Mir. SCHACHNER. My name is Schachner. 

Mr. Derrmar. | don't know that it’s in the law. but it's in the 
regulations. 

Mir. SCHACHNER. Well, SII : do the regulation s make any exception 
for internal-revenue agents / 

Mr. Detrrmar. No, sir. 

Mr. Scuacuner. Didn't you just say vou yourself didn't keep 
Ln books and records / 

Mr. Derrmar. Yes. sir. 

Mr. ScHacuner. Although the regulations so require ¢ 

Mr. Derrwar. I meant in business. 

Mr. SCHACHNER. Wi ll. clo vou have souree of income other than 
your employment with the Government / 

Mr. Derrmar. Yes, sir. 

Mr. SCHACHNER And vou feel that nonet lie less you need not keep 
wooks and records / 

Mr. Derrmwar. No, sir: because it isn’t a business that I have 

Mr. Scnacuner. Now, sir: on September | werent you given a 

estionnaire dealing with vou financial atfairs / . 

Mr. Derraar. Yes. sir. 

Mr. Semacuner. And were you not asked to fill out that question 
naire ¢ 

Mr. Derrmar. Yes, sit 

Vir. SCHACHNER Andto return it within 2 weeks? 

Mr. Derrmar. Yes.sir. 

Mr. Scuacuner. Have vou done so? 

Mr. ay PrMAR. Whe | recelvVe¢ | The quest ol “aire, | spoke to the 
lap that vave it tome: L told him that L was going away ona 5- or 4 
iv vacation. He suggested Leall Mr. Dowling and see what he had to 
iv about 4 | ( illed Mi Dowli La inal he said that | Tht olit take it 


eek or 10 days after I came back to fill out the questionnaire. Before 
V vacation Was ovel ] Was taken wit! bron hn al pheunmions i. and the 
records in the Uplow ollice w 1] show t] ut | Wits—tl doctor's certifi- 
ite thy il | Wils hone from bette that the Ist of September to the end 
ol September. \t thy ena of september, when | enme back, i ch \}) | 
int think of his name—called me up and asked me when I would ret 


t in. 

Mr. Senacuner. Was that Special Agent Michelichek ¢ 

Mr. Derrmar. No; it was Special Agent Karns, I think it is. He 
illed me up and asked me when L would wet it in, and I told him that 
I would need a little more time, and he asked me how much more time 
| would need or when I would cet it ih, rather. Ltold him possibly by 
Wednesday or today, which was vesterday or today, 

Mr. Seracuner. Do you have this questionnaire here with vou ? 

Mr. Derrmar. I don’t have it with me: no. sir: but it’s practically 
ompleted, 

Mr. Scnacuner. You have completed it, and is it your intention to 
ibrnait it é 

Mr. Derraar. Absolutely. 

Mr. Scnacuner. Now, sir: can you tell us what vour salary as reve 

«agent was during the last 5 vears¢ Approximate figures will do 


\l 


r. Derrvwar. Oh, from S6.000 down to 85.000, somewhere around 


t 
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Mr. ScuvcuNner. Well, we shall take as an approximation. And 
it not true that, in addition to having to support yourself, you had to 
support your wife and two dependent sons? 

Mr. Derraar. That is right. 

Mr. Scuacuner. One of whom attended college out of town / 

Mr. Derrmwar. That is right. 

Mr. Scuacuner. Now, I take it vour salary as revenue agent was 
suflicient to cove) these expenses : ol Was it 4 

Mr. Derrmar. Well, L want you to understand that my son has only 
bee rome Co ¢ ollege fora vear, Now it isa veal and a half, I believe 
itis. Lsold my home in 1950 and recerved S21.000 for that. There was 


a S600 mortage on it. which left me with about $14,000 net after 
S1.000 commission 

Mr. Scuacuner. Well. vour living expenses. sir, include the re 
of vour home in Rockville Centre / 

Mer. Derrwar. That is right. 

Mr. Scnacuner. The maintenance of a farm which vou own fromm 
which you derive no profit, purchase of a 1950 Buick automobile. and 
I believe payments of approximately S500 on a life-insurance poly ¢ 

Mr. Derrvuar. That would be close to it. T would euess. sit 


Mr. Scruacuner. Isn't it also true that in addition to the income 
whi hy Vou der ve from the Grover eri vou are able to obta nh sup 
plenu hntaryv mnecome heash / 

Mr. Derrmar. That is right. 

Mr. Scuacuner. Now. it is not income: the additional cash wl 
you get is not income for which vou work : is that not right ¢ 

Mr. Derrmar. That is right. 

Mr. Scuacuner. As a matter of fact, vou have testified, have vou 
not. that you obtained additional cash by cvambling 

Mr. Derrvar. I didn’t sav gambling. I said I plaved the sulky 
races, snd that is legal in New York State 

Mr. Scuracuner. Well. | did not mean to suggest that this partien 
form of gambling was illegal, but if vou prefer me to remove 


/ 


“rambling 

Mr. Dervmar. I bet on the races: ves, sir. 

Mr. Scractener. Now, you visit the races very often ¢ 

Mr. Derrmar. Oh, T would say possibly two, three nights a week. 

Mr. Scnacuner. Well, didn’t vou say that vou were a rather mnfre 
quent visitor at the races ¢ 

Ir. Derrwar. Well, vou see, the races aren't on, or over there wher 
I vo, continuously for the summer. 

Mr. Scuactiner. Well, how long are the races on / 

Mr. Devrmar. Oh. TP wouldn't know. 1 couldn't give vou the dates 
They are on possibly from May through August. 

Mr. Scnacuner. Well, at anv rate, during the racing season, hi 
often do you go to the races, all in all, in any one season 4 
Mr. Derrwar. Oh. T should say possibly 30 times. 
Mr. Scuacuner. Now, sir, are vou a fairly consistent winner at the 
races ¢ 

Mr. Derrwar. T beg your pardon 

Mr. Senacuner. Are vou a fairly consistent winner 

Mr. Derruar. I have been. 

Mr. Scuvcuner. Do vou play any particular system 

Mr. Derrmar. As T mentioned in what vou are reading from. IT do 


, 


‘ 


/ 
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\Ir. ScuacuNer. Now, approximately how much money do you 
make during any one season ‘ 

Mr. Derrmar. I have reported as income from the races anywhere 
from $1,300 up to, I think, $1,800 a year over a period of 5 or 6 year 

Mr. Scuacuner. And you have never lost durin 

Mr. Detrmar. You mean on a vear/ 

Mir. Scuacuner. Ona vear. 

Mir. Derrmar. No 

Mir. ScoHacuner. To mininta that record, IT believe vy Peo he 


; 


1a those veurs 


urticular system 
Mr. Devrmar. Tha 
Mir. SCHACHINER. No lo ve ve anv objection to disclosing that 
stem‘ Do vou ree] tas a business secret. or are vou wil os ta lal 
all hear about it : 


Mr. Derrmar. Hla. hia I will tell vou the system. although vo 


ive ll ri the ntor fiend it you avethere betore vou 

There are three isses of races at the sulkv races. A. B. and ¢ 
Phere are three types of horses, vou se Band ¢ net every Fare ot 
Band C: about 3 or 5 minutes before the eates of the windows close 


d place. Quite off t will conn first. Invariably it will come 


i . 
second, and you will at least get Vour money back. Now, I want to 
Il vou someth ne else \\ iyo ten toth 
Shortly after | wave you this ror tion. | went ovet to the sulky 
races four nights ina row. and do vou know that « { <e four 


row Lmade fromSistoss 
Mir. Scoacuner. Well, re it the vstem n = so well. 1 ou 


eet 


considered to devot ow yourself | me lust to bett 
Mr. Derrmar. Ha, I think I ive a little more intelligence 
tliat No: T we dnt ever devote mvself entirely to betting. | 


e tirst place. 1 \ te we dint let ree ln the second place | ow 
wont keep up fore ero ane partieul \ ft 1 eo overboar oO { 

Mir. SCHACHINER. \Y« HOW Voursvstel . { lo @ 

Mr. Derrmar. Absolutel ot 

Mr. Scmacuner. You O plaver ve, Tn ta 

Mer. Derrmar. | ven | > Ved Tor some t ( 

Miro Scuacuner. Ye ere a fairly ec stent winns + 34 

Mii Derrvar. | a ln tsayv | was COnSIS~TCNE V ner Phe reasoy 
rv that statement is the two or three times at ! lve onmes I | id to 
ke cheeks for the winnings. They would run anywhere from S17 
$35. 1 deposited those cheeks in my bank account and at the time 
i was asked what othe deposits IL had made inn \ bank account, that 
is the reason for the statement on the bi crore Dut is Tol pl Vil cr 
dge night in and meht out. TP never dla ever have 


Mr. Scunacuner. By the wav. talking about veur race-track wh 


nes. are vou thy habit of deposit ne those wil nas / 

View Derirmar. No 

\ SciuAcHNeER. And \ ot feel ently eontident that 
WY . ' 
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Mr. Derrmar. Uh-huh. 

Mr. Scunacuner. You were? Please answer audibly. 

Mr. Derrmar. Yes: I think I was. 

Mr. Scuacuner. At that time you refused to name the people you 
played bridge with, didn't you? 

Mr. Derrmarn. Not that I reeall. Didn't I say that they were 
friends, ditferent friends at ditlerent times ¢ | don't recall. 

Mr. Scuacuner. You said that they were friends, but you refused 
to give their names. 

Mr. ey PrMAR. I dont ree all that | did, ] don't recall that I Wil 
asked, to be honest with you. 

Mr. Scuacuner. Do vou have any objections to giving the nan 
now ¢ 

Mr. Devrmar. No. 

Mr. SciACH NER. Well. can vou tel] Ws some Of those people : 
you plaved bridge with ¢ 

Mr. Derrmar. Yes: I have played bridge with the Bill Klaess, | 
plaved bridge 

Mr. Scnacuner. How do you spell that name / 

Mr. Derraar. K-l-a-e-s-s, William Klaess. 

Mr. Scuacuner. What does that man do/ 

Mr. Derrmar. He is in the automobile business. 

Mr. Scuacuner. In New York? 

Mr. Derrmar. Out on Long Island. 

Mr. Scuacuner. Whereabouts, do you know / 

Mr. Derruar. Far Rockaway. 

Mr. Scuacuner. Ail right. Whom else do you play bridge with ¢ 

Mr. Derruar. I have played bridge with a chap from the office 

Mr. Scuacuner. What ts his name / 

Mr. Derrmar. Three or four chaps. 

Mr. Scuacuner. What are their names ? 

Mr. Devrmar. Wait until I place them, will you? Offhand T can 
think. You have me stumped. If you will give me a little time 
Ll will write down a list of them. 

Mr. ScuacuNner. Certainly, but vou have no further objection t 
revealing the names / 

Mr. Devrmar. Absolutely hone, 

Mr. Scuacuner. Can you think of anybody else whom you plaved 
bridge with / 

Mr. Detrmar. Offhiand, as I say, no, but LT will give them to you. 

Mr. SCHACHIINER. Now. whi did you lave any objection to Pity 
these people before / 

Mr. Devrmar. I don't recall that I did. Can vou read to me what 
I said ? 

Mr. Scuacuner. Well, we can do that just a little later, if we wan 
to pursue this topic. But you testified, did you not, that you had 
borrowed SZ. WM 4 

Mr. Derrmar. That is right. 

Mr. Scuacunerk. From a friend? 

Mr. Derrmwar. From two friends. 

Mr. Scuacuner. Well, vou testified from “a friend.” 

Mr. Devrmar. No: there were two friends. 

Mr. Scnacuner. All right. Do you recall being asked for the 


/ 


Detles 
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. Derrmar. I do. 

Scuacuner. And do you recall refusing to answer / 

. Derrmer. Yes, sir. 

ScHACHNER. Can you give us the name of that friend now / 
.Derrmar. Lean vive you the names of the two friends. 
Scuacuner. Who are the two friends / 

. Derrmar. F. Cosgrove and— 

SCHACHIINER, How do you spell t lis hinn 4 Ose@rove's LLidlric 
. Devrmar. C-0-s-g-r-o-v-e. 

ScuacuNner. What is | initial / 
Derruar. F, 

ScuacuNner. What does the “F° stand for 


Mir. Derimwar. Fred 


Mr. 


Mi 


ne 


Mr. 


Mi 


Mr. 


ScHraACHNER. And what does that man do / 

Dievrmar Th st the \ ce president of some ote ] New York. 
hotel in New York lf you give me time 1 will think of that 
ScuacuNner. Well, now, how about the other man 7 

. Derrmwar. A. Kramer 

ScuacuNner. How do you spell his name / 


Mr. Derrmar. K-r-a—lI think it’s one letter “m”—and e-1 


Mr. 


SCHACH NER. Whiat does he do/ 


Mr. DierrM ar. He Is ah ollicer nha constructiol company. What 
s title is. J don’t know 
Mr. Scunactuner. Now. how did those friends lend money to vou, 


1 I 
by en 


eck or in eush 4 


Mr. Devrmar. By check. 


Mr. Scnacuner. What was the purpose of the loan 


Vin 


rt 1 


/ 


Derryar. LT have alwavs looked forward to buving a farm to re 
» Tsaw this chance in the paper to buy a farm for 36.50 \t 


the time ] owned my own home In Rocky ille Centre. | had my home 


pon 


the market for sale. | told this chay that I would lke to buy 
} 


< farm and didn't have the money and Was going to the bysay k to see 


| could borrow t lle sibral, “B ll. | will loa Vou the Toney 
1] at was the first loan, The SeUCO! a low Wis TO mit Some Imiprove 
ents in the house, since T hadn't sold my home in Rockville Centre. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
onal 
ink 
Mr. 
Mr. 
Mr. 
Mr. 


1 ] ; 
ScHACHNER. Sir: since that time vou have sold your home 


Dertrywar. That is right. ves, sir. 
Scmacuner. And by the way, do you have any bank accounts ¢ 
Devrrman. Certainly 


ScuHacuNner. How many bank accounts do you have 4 
Drerrwar. One , 

ScHracuNner. Where is that / 

Derrwar. Merrick, Long Island. 

Scuacuner. And at what bank / 

Derrm ar. They just changed the name: it was the I irst Na 
Bank of Merrick, now it’s the Meadowbrook National Bank. | 
it is, 
ScuacuNner. What is your approximate balance ? 

Derraar. Now ? 

ScHACHNER. Yes. 

Derrmar. | should say 87.500, better than 87.500, as LT just had 


eC iInortgave lle reased on the farm. 
ScHacuNner. Well, what was it on January 1. 1951. vour bank 


Mr. 
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Mir. Derraar. Somewheres around S7.000. 

Mr. Scracuner. Have vou repaid that loan ? 

Mr. Derrmar. No. 

Mr. Scnacuner. Have you repaid any of it ¢ 

Mr. Derrmar. No. 

Mr. Senacuner. Have your friends asked you for repayment ¢ 

Mr. Derrmar. No. 

Mr. SeracuNer. Do vou pay interest / 

Mr. Derrvwar. 1 will on one. on t! 
there Is! tau V note, 

Mir. Sctracuiner. There ts no note 

Mr. DerrM ar. No, sir. 

Mr. ScnacuNern. There 

Mr. Derraar. “That is right. 

Mr. Secrracuner. For how much 

Mr. Derrmar. Wie note. 85,000, 

Mr. Scuacuner. How much int 

Mr. Derrmar. Three percent. 

Mir. ScrrvacuNer. And vou would rat 

iv the loan / 

Mr. Devrwar. No, sir: as I told vou, Lam putting improvements i 
up there and that is what this mortgage is for. After the improve 
ments are in, now | ean rel the mortvace, which I did. So that the 
hoahs W 1] evel tually be parc back within 2 or o months, | hope. 

Mr. Scuacuner. How long do you keep your canceled checks, sir? 

Mr. Derrmaar. I don’t keep my canceled checks more than—that is, 
the bigest part ot them more thar i: month and | clo t keep Thi 
Pus any lon ver than the book itself. 

Ming ScuacuNner. Now, si 

Mir. Derrwar. I testified to all that in the :3 

Mr. Scracuner. Now, isn't it part of the purpose of having 
ne account so that you would have ! record ot the puvinent 
you have mude 4 
Mer. Derrwar. Well. I have never any need for 
v. if I have—lhke my income-tax payments, or somet! 
vo ly ow, W hy then | Pha keep the « anceled che ks, 

Mr. PSCHACTINER, 1} the way, Cal you wive us an approxin ‘ 
the ount of money you made during the last 5 vears by p 


1] 


it sVstem of horse betting thiaat you uve developed ¢ 
Mr. Derrwar. May I take a minute 
Mr. Scracuner. Yes, vou may. 
Mr. Derrwar. On my returns I have reported as 
for LOO, Ss 1Lo.000 o1 the sale of the house 
Mir. Scuacuner. Siry we are just interested in the grand to 
the amount of money you made by following that horse system, 
Mr. Derrwar. IT should say about 86,500, roughly. 
Mr. Scnacuner. Roughly equal to a year’s salary 
Mr. Devrmar. No: this is over a pert Z 


, 


i 
1 


vear, did you ask Ine to vive yout 


Cacti { 
Mr. Scuacuner. No, sir: no, sir, During those 5 vears you made 


cs much money in cash by follow Ing that bettn uy system as you make 


/ 


in 1 vear from the Government 
Mr. Derrmar. I would say that; ves, sir. 





Mr. Scnacuner. Of course vou d 


horses than vou do to the Governme 
Mr. Derrwar. Yes, sir. 
Mir. SCHACHNER. So 
he time spent, isn’t it / 
Mr. Derrmar. No. 
Mir. Scracunen. |] 
Chairman King. Mh 
! ure developed 
Mer. Derrwar. M 
( immian Kone 


Pont 
pProcatte 
lowest to 
hrough this. 
(‘hairman I 
Mir. Deri 
( rhian IN 
DerrManr 
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since 1939, if a condition of employment of a citizen by that Depart 
ment required that they make out this questionnaire, that you cer 
tainly would have heard some objection or comment on it? Do yo 
not deal with a lot of new men that come into the Department’ D 
you not meet them and get to know them / 

Mr. Derrmar. I meet them, yes. It’s quite possible that if the 
did object to it they might have said something, but I have nev 
heard anyone even mention the fact that they had filled out a que 
tionnaire. 

Chairman Kine. What is there, Mr. Dettmar, specifically co 
cerned with the questionnaires, that prompted you to be so disturty 
about them ¢ 

Mr. Derrmar. It isn’t the fact of the questionnaire, it’s the fa: 
that we, as agents, have been picked, to file these questionnaires. W 
can't see why we should be made the guinea pigs for the whole Gover: 
ment. They don’t pick out bricklayers and ask every bricklayer t 
tile it, They don't pick out carpenters. They don't pick out law 
vers, 

Chairman Kine. Mr. Dettmar, you would not want the committ 
to believe that you do not place a distinction between a man who is a 
oflicer of the Government, who contacts taxpayers, in the same cat: 
gory as one that lays brick on the job ¢ 

Mr. Derrmar. I also included lawyers and doctors and so fort! 

Chairman Kine. But do you not place some sort of a distinctio: 
between a man who ts in a position at least to be tempted regularly 
handling his Government's revenue? Do you not place a distin: 
distinction between that man and one th at practices medicine or pra 
tices law or a bricklayer or does carpentry work ¢ 

Mr. Derrwar. Well, there is a difference, naturally. 

Chairman Kine. Supposing you were an employer, and you ha 
carpenters and brickl: ayers but you also had cashiers who dealt wit 
large sums of money. Would you hot just in good prudence a! 
judgment determine some system to guard the cash, as against a mia 
taking bricks home in his pocket, or something? 

Mr. Derrmar. I don’t know. I know that if I were a cashier, s 
you brought this up, if I were a cashier or a bricklayer and if som 
th hey were missing from the job, they only picked on me as the eashi 
I think L would be tempted to feel as I do now. 

Chairman Kine. But do you not realize that 1f you were a busine 
man, that the reason you have auditors and accountants is to prote 
and insure that your business will receive and maintain its receipt! 
and that that part of the business will be conducted at a far mor 
accurate plane than what you would generally require throughout t 
other departments / 

Mr. Derrmar. L would suggest that when they send these questio 
naires out, vou would type something along that line, and it mig 
help a little so faras the feeling on that is concerned, 

Chairman Kine. 1 am glad you mentioned that because [ myse 
first thought that there might be a need for an explanation; that the 
would be resentment by the men and women—before they were giv 
the questionnaire, to give them the picture. 

For instance, you draw a distinction in other departments bet we: 
forestry and men out in other fields, as against a man dealing with | 
nancial matters concerning the taxpayer and the Government. 
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Mr. Derrmar. Uh-huh. 
Chairman Kine. You feel if a proper understanding were had, and 
proper explanation were made to the employees of the Bureau that 


they would not be so disturbed / 

Mr. Derrmar. I think it would help considerably. 

Chairman Kine. I am glad to hear you say so. That is all. Thank 
you. 


Mr. Derrmar. Thank you. Can 1 go back to New York / 
Chairman King. You are excused. 

Mr. Derrmar. Thank vou. 

Chairman KING We will have a J-minute recess, 

(A short recess was taken.) 

Chairman King. The committee will resume. 

Mr. DeMayo / 

Will vou come forward please, Mr. DeMavo/ 


Will vou raise your right hand and be sworn’ Do you solemnly 


wear that the testimony you are about to vive will be the truth. the 


ile truth, and nothing but the truth, so help vou God ¢ 
Mr. DeMayo. I do. 
Chairman ICING. Be seated, Mr. DeMayo. 


TESTIMONY OF RALPH F. DeMAYO, INTERNAL REVENUE AGENT, 


NEW YORK, N. Y 


Mr. Scuartro. Will you state vour name in full ¢ 
Vir. DeMayo. Ralph francis DeMayo. 

Mr. Scuapimro. What is vour address / 

Mr. DeMayo. 62-9 Wetherole Street. 


Mr. Scuapmo. What, sir. is yvour present occupation / 
Mr. DeMayo. Internal revenue agent. 

Mr. Scnarmo. Where are vou acting as an internal-revenue agent / 
Mr. DeMayo. Third New York district. 

Mr. Scnarmo. For how long have you been so employed ? 

Mr. DeMayo. Thirty-two years. . 

Mr. Scuarimro. What training and experience did vou have to qual 
vourself for this assignment / . . 

Mir. DeMayo. 1 attended Pace Institute for about vears, in the 


ening. it’s now Pace College. 
Mr. Scuarmo. Anything els 
Mr. DeMayo. That is all. 
Mr. Scuarmro. What does your work consist of, Mr DeMayo?/ 

Mr. DeMayvo. The examination of the books and records of indi- 
duals and small corporations. Tamia grade 9, 

Mr. Scuarimro. Would vou speak up? 


/ 


Mr DeMayo. IT am a grade 9 man: [ examine small orporations 


nd individuals. 


Mr. Scuartro. Do you audit the books and records of taxpayers to 


etermine the accuracy of their returns / 


Mr. DeMayo. Yes, sir. 

Mr. Scuarimo. Do you occasionally encounter taxpavers who have 
idequate books and records ¢ . 

Mr. DeMayo. Ocvceasionally; ves, sir. 

Mr. SCILIAPIRO. Wh it do you do whet you come across such at iX 


iver ¢ 
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Mr. DeMayvo. Well. I get as n 
Mir. Scrape. 
audit the return 4 
Nir. ey Mayo. | try to see other 


r res ords outside the books. 
Mr. Scnarimo, Would you come a little bit closer to the microphe 
please, sir 


such taxes as | can. 


How do vou get the information which vou 


Have vou ever had occasion to request adaditiona bid 
hiathion from taxpavers Whose returns vou were audit he é 
My. 1) Mayo. I don’t follow your question, sir. 


Mr. Scuavrtmo. When the taxpavers initially supply vou with inf 
mation on the return vou are auditing 


wv. ao Vou e% | 


Tohave ocens1o 
request additional information 4 

Mir. DeMayo. Well. vou ask for it. but whether you get it or not.) 
ive Lo cep 7 upon the books. 


\Ir. SCHAPIRO. 


And when Vou asi fo. ~| i} scdditional informat 
id VOU Go HOt oe 


vet it from the taxpayer, what do vou ado? 


Mir. DeMayo. 


You take it up with the yreot p chief and discuss t 
ase wit 


nip nh te W I] tel] vou ton ike The 


1 ms 


best settiement vo 


e nistances, 


ScrAariro. Are vou redey 


to wv qi Ti 


‘ 


tliat tadxpavers 
e I fornmint ‘ol il request 1! tl 

returns ¢ 
Mr. DeMayvo. Accord Informit 
ivatlable, 

Mir. Scuarire. So it’s vo 
bortiation that they have 
Mr. DeMayo. Yes, sir. 

Mr. Scuarimo. Mr. DeMay 


or 


mito abswer atestiotty 


Mr. DeMayo. Yes, sir. 
Mir. Scuarimo. Isn't it true that 


ut that time Vou salad Vou were 
to answer any questions and vou needed 10 days 


ver ? 
Mr. DeMayo. IT beg your pardon. I think you asked me 


renmcly To ont Wer sone perso al question 6 finance! 


7 ql estos, 
0 ive a little time. You Silla. “Tow ione Wor 
tid “About 10 days.” Then you put a questior 
won't answer that? It would 
rid “Yes” because vou had already five 
et the information. 


aay 


a | 
: , 
“bo. ana 


’ 
in ritninate 


e asked to voluntarily appear al 
Vo Ssricd on that aay vou were hot 
Ons ¢ 


Mayo. You asked me was I ready to answer some perso! 

mcianl questions, and T said L would lke to have 
ssid. “ELow lor oF would vou want?” and I sa al, “10 days, 
ou turned to Mr, Dowling. and you probably got an O: K 
I got the 10 days. 


How did I @ive vou the 10 davs? 
You said, “Al right.” You walked to the 
I) » from us.” 
‘ape 


] 
( tio! your privileg 


Wel j tic ~ @)? 
Mr. DeMayvo. Well 
\I SCTLAPIRO Did you say 
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Mr. DeMayo. Unwittingly. You asked 
lint think. and Lanswered. If I] had thoug 
ive given you the answer. 

Mr. Scnario. If you 

rid that / 

Mr. DeMayo. Yes. 

Mir. ScHaprro, 

f-inerimmatiol 

Mir. DeMayvo 

Mir. Scare 

. Oo your owl 

ere renal to nunswel 

Mr. DeMayvo. No 


( revi. Vootl i] 


Vir. Seu 

VIrw DeMayvo 
Vir. Scuarrro. We 
iswel t hye qiiest ) 
Vir. DeMayveo. J 
\Ir. ScrAPir 

~Wwer airs 
Vir. DeMay 
Mr. Seu 


Tlie’ 


i 
,\ 


Vir. DeMay 
Vir. ScmArin 


Mir. DeMayo 
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Mr. Scuariro. Do you believe we know what information we want 

Mr. DeMayo. Oh, sure, I guess you know your business. 

Mr. Scuarimo, These 10 days are now up, Mr. DeMayo, and are \ 
willing to answer questions about your personal finances ¢ 

Mr. DeMayo. Yes, sir. 

Mr. Scenario. Isn't it true that during 1950 vou purchased a tel 
Vision set costing about S600, and an automobile costing appronr 
mately 83.000 4 

Mr. DeMayo. Yes, sir. 

Mr. Scuapmo. Didn’t you own and maintain two automobiles d 
ing 1950 ¢ 

Mr. DeMayo. Well, my three sons helped maintain those two car 
Sir. 

Mr. Scenario, You and your family maintained two automobile 

Mr. DeMayo. Yes, sir. Three boys and myself. 

Mr. Scuarimo. Isn't it also true that during 1950 you spent aj 
proximately $3,000 more than you earned as a revenue agent / 

Mr. DeMayvo. What year, sir? 

Mr. Scuarino. During 1950. 

Mr. DeMayo. No: IL don't think T did. [ won some money on th 
races. and I reported that. 

Mr. Scuarimo. When did vou win money on the races / 

Mr. DeMayve. In 1950, 

Mir. Scuarviro. What sort of races / 

Mr. DeMayo. Horse races. 

Mr. Scuarirno. How much money did you win an the horse races ¢ 

Mr. DeMayo. | reported $3400. 

Mr. Scuarirno. Is that the amount vou won? 

Mr. DeMayo. Yes, sir. 

Mir. Scuaptro. Was that $3,400 ¢ 

Mir. DeMayo. Yes, sir. 

Mr. Scuavpimo. Where did you bet on the races, 

Vr. DeMayo. At the race track, sir. 

Mr. Scuaptmo. Which race track, sir? 

Mr. DeMayo. The New York tracks. 

Mir. Scrrapiro. Which New York tracks / 

Mr. DeMayo. There is Jamaica, Aqueduct, and Belmont. 

Mr. Senarimo. Do you know which track it was / 

Mir. DeMayvo. Where I won the money 

Mr. Scuarimo. Yes. 

Mr. DeMayo. Belmont Park. 

Mr. Scrapmo. Did you win all the money at one time ? 

Mr. DeMayo. Yes, sir. 

Mr. Scuartmo, On one day ¢ 

Mr. DeMayo. Yes, sir. 

Mir. Scuarmo. What sort of race was that ? 

Mr. DeMayo. It was the daily double, T had eight tickets on it. 

Mr. Scuarpmo. Which horses won the race that day ( 

Mr. DeMayo. IT don't know the name of the horses, but I can giv: 
vou the name of the man that paid me off—that is, his first nam 

Mr. Scuartro. You can give me the name of the man who pa 
you olf 7 

Mr. DeMayo. Yes, sir. 


Mr. Scnartro, Doesn't New York have a parimutuel system / 
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Mr. DeMayo. Yes, sir. 
Mr. Scnariro. Do you remember the name of the teller / 
Mr. DeMayo, Not the teller, no. The man that cashed my ticket, 


{ knew him for about 50 vears, and T asked him would he cash the 


tickets for me. 
Mi SCHAPIRGO You wave your tle kets tO Someone (i asked that 
hail — 


Mii 11 Mayo ) @= 2 This bhial - eniploved there ae 


ploved there for many Vears, | knew hima for oo years or more, and 


has been em 


{ asked him would he vet the money for me. 
Mr. ScHarino. You gave | 
“tro get the money for me 
Mr. DeMayve. Yes. sir. 
Nir. Scuaprirro. Did he rel 
Mr. DeMayo. Yes, sir. 
Miro ScHAPIRO In what Porn 
Mii 1s Mayo. In st) bills 
Mr. SCHAPTRO, ‘| real quite t stack of money, } it it Mr. DeMayo? 
Mr. DeMayo. It’s three packages of a thousand each and the odd 
nioneyv, S400) 
Mr. Scnapriro., What did vo 
Mr. DeMayo. | kept it 
Mr. Scrariro. Where / 
Mr. DeMayvo. Home 
Mr. Scrape. Was anvon 


, 


pita eroht 1 ckets worth ~™ 400) and sa 


7% 


wo? 
Mr. DeMayvo. No 
Mr. Scuartmro. Do vou recall how much money \ 
Mr. DeMvayo. Bet? Well. it was about S20 o1 
laily double. 
Mr. Scuapiro, Sev ret irned to you $3400 ¢ 
Mr. DeMayo. Yes. sn 
Mr. Scnapire. Did you deposit = 85,100 
Mr. DeMayo. No, sir 
Vir. Scrape. Do vou have a bank? 
Mr. DeMayo. Yes, sir. 
Mr. Scuaptro, What was vour reason for not depositi 
the bank account / . 
Mr. DeMayvo. Well. IT was e Inuing to bet on the 
wanted to buy 
Mr. ScHaprrro. Would you speak up a little bit, sir / 
Mr. DeMayo. I wanted to have it available. 
Mr. Scuariro, Isn't money in the bank available 
Mr. DeMayo. Well, my wife didn’t want me to play the 
he would have probably ot the statements and would have seen the 


races anal 
o 
money, 

Mr. Scuaprrmo. Your reason then was that vou didn’ 
the money in the bank wis because the tutement 
public? — 

Mr. DeMayo. The wife would have found out. 

Mr. Scuapriro. | see. She didn't know vou had the money arou 


he house / 


Mr. 1} M AYO. Yes: she did ky ow it. 
Chairman King. Mr. Kean / 
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M Kean. Lam not clear on the question. You said that Vou ¢ 
not want to put it in the bank because vou did not want your w 
to know you had it. and then I thought you just testified that Vo 
wife did know that you had it in the house / 

Mr. DeMayo. I didn't want her to know 
up and putting it back into the races. 

Mr. Scuarimro. You were betti 


/ 


right / 
Mr. DeMaso. IT continued to bet. 
Mr. IX} \N You id she did know how 
not know how much you had in the house ¢ 
Mr. DeMayo. Yes, sir. 
Mr. IX} AN. but he knew it Wats a 
Mr. DeMayo. Yes, sir. 
Mi IX} AN. Was she not wor 
ly ne around thre house / 
Vir. DeMayve. I had the 
to use the money to buy a il 
Mir. Kean. You would not 
if Vo | tai Thiahe \ to spend 
Mr. DeMayvo. No, 
Mir. Kean. Yo 
Mir. DeMayo. Yes 
Mr. Kean. That 


aenier, TO recerlve 


t! 


mniore convenlent | 
_DeMayo. ¥ 

Mir. Kean. 
Price® T? 
]); \I \ 
IKEAN. 


t (i \fe j= 
De Maye 

IEAN. 

r, DeMay 

vr. KEAN. 

vr. DeMay 


No vo. 


ne there 


a 
Wil 
» Tes 
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Mr. Kean. I did not understand wi 

ally went to thre window ( 

Mr. DeMayo. Yes, sir. 

Mr. Kean. And got the S340 

Mr. DeMayo. Yes 

Mr. Kean. Behind 

Mr. DeMay 

i I went to. 

Mr. IK oN . at 

Mr. DeMaye 

e adnllv double 

Mr. Kean. 

ple coming 

LeMay 

Mr. Kean. At 

Mr. DeM 

Vin I im. § 
De May 
Kran. Ho 
‘DeMayo. 
Kean. The 
DieMayo 
Kran. || 
DeMay 
Kran 
DeMaye 
KEAN. A 
DeMaye 
: I) 


Mir. KEAN. 

Min. DeMay 
Mr. Kean. Ele 
Mir. DeMaye 
Mir. Wha 
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Mr. Kean. You think that the winning of this large amount 
the result of the intelligent research by you! 

Mr. DeMayo. Well, if you are looking for some information, 5 
utor, | subscribe to a lot of these ~>-cent horse books. and in ack 
tion to that I subscribe to a couple of magazines that give rat 


With that information— 

Mr. Ki aN. You always bet actually it the track / 

Mr. DeMayo. Yes, sir. 

Mr. Kean. I see. 

Mr. DeMayo. Then you try to outsmart the traimers. Of cour 
thes doa little maneuvering themselves, they let a horse run a cou 
of times and ruh him nowhere. \\ hen you think he is about to } 
his horse over, you go along with him. 

Mr. Kean. These races that you go to— Belmont, Aqueduct, and 

Mr. DeMayo. Jamaiea. 

Mr. Kean. Whatever the other one Is, Vou vo during the davt 

Mr. DeMayo. Yes, sir. 

Mr. Kean. They are not night races¢ During your working we 
you are not able to attend; it is only Saturdays and Sundays ‘ 

Mr. Li M LVYO). Saturdays and holidays. | took off leave. 

Chairman King. Proceed. 

Mr. Scuariro. Mr. DeMayo, do you suppose you could find Hau 
if you went out to look for him ¢ 

Mr. lr M LYo. Yes, sir: | told Avent MeGowan where he could are 
him, at the S50 window. 

Mr. Scuariro. Could you bring Harry around to the offices of 
committee, if you ask him to? 

Mr. DeMayo. I don’t think I could do that. 

Mr. Scuaprrro. Could you point Harry out to some agen 
committee / 

Mr. DeMayo. Yes, sir. 

Mr. Scuar Would you be willing to do that ¢ 

Mr. DeMayo. Yes, sir. 

Mr. Scuarino. Mr. DeMayo, vou testified that you won 33.400 
one day at the races, Have you ever Wor any other mor es il 
races ¢ 

Mr. DeMayo. I have a check here for 83.200 that I won this vea 

Mr. Scuariro. You won $3,200 this vear at the races / 

Mr. DeMayo. Yes, sir. 

Mr. Scuapiro. Let the record show that Mr. DeMayo has furnish 
a photostat of a check, Metropolitan Jockey Club, special No. 191 
pavable to his order, in the amount of $5216, on the Irving Tru: 
Co. He has also furnished a receipt for his deposit in the amour 
of $3216, serial No. 2416, on the Federation Bank & Trust Co.. Ns 
York City, N. Y. 

Mr. Kean. May IL ask one question ¢ 

Mr. DeMayo. Yes, Senator. 

Mr. Kean. Do race tracks pay by check ? 

Mr. DeMayo. This time they did. LT asked them: for the che 

Mr. Kean. Was this a daily double ¢ 

Mr. DeMayo. Yes, sir. 

Mr. Kean. Twice you won ¢ 

Mr. DeMayo. I won more than twice, Senator. That was the o 
time | hit the bene kpot. 
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Mr. Kr AN. Well. us I Suv. ] Wis pleased to see nu person who Wo! 
e daily double once, but now it is three times. 
Mr. DeMayo. There is the check, Senator. They wouldn’t give me 
» check unless I had. 
Mr. Kean. If you ask them to pay by check they will do so? 
Mr. DeMayo. Yes, sir. , 
Mr. Kean. The reason that you asked for a check this time w 
it you did not want to carry eash around in your pocket / 
Mr. DeMayo. No: mv two boys were GIs, vraduated from college 
| ] wanted to give them a present of some kind. and I thought 
vould buy them a car. LT was so happy thev came back from the 
My brother lost a son. and he had a stroke a lost a leg, I 
sso happy when my boys came back that I figured | would deposit 
d buy them a en 
r. Kean. One juestion T wanted to ask. In the early part of the 
Pinonyv, l think from Whint Vou just SuV. tf answers thre q iestTioOn, but 
en vou were talking about vour annual income, you said vou had a 
ple of boys. Now, those boys having been GIs are now working, 
i they contribute to the family income / 
Dt M AYO). Jolin. the oldest bow, vot married 
vO, 
Mr. Kt AN. Wa: lhe contri buting before 
Mir. DeMayo. Yes, si Lhree boys. 
Mr. Kean. The other two single / 
Mr. DeMayo. Yes, sir 
Mer. Kean. They — been working 4 
Mr. DeMayvo. Ye 
\Ir. KK iN. And have bee) contributing to the fan i\ income f 
Mr. DeMayo. Yes ! Pheir total income for the last 5 vears 
HOO, ie SR HONE the ¥ got from the Government wher 
iit to college. They yot that ‘subsistence of Sida 
em graduated under the GI bill of rights. 
Chairman Kine. Proceed, Mr. Schapiro. 
VIrw Scraprire. Mi DeMavo, do you have ai Vv obje 
ng these documents which vou gave us, fora short pertod ¢ 
Mr. DeMayo. No. 
Mr. Scenario. During 1950, did vou win any other money 
e tracks ¢ 
Vir. DeMayo. Yes: 1 did. 
Mr. Scuariro. Approximately how much ¢ 
Mr. DeMayo. Well, 1 week there LT won about 81.800 on daily 
ibles, 
Mr. SCHLAPIRO. Did you have a net fain ora net loss from you bet 
¢ during 1950, leaving out the 83.400— 
Mr. DeMayo. No. 
Mr. Scuariro. Bx: use me, SIP. If you will allow me to finish the 
stion the stenographer can take us much better. Aside from: you 
boo, did you have a net gain or loss at the race track ¢ 
Mr. DeMayo. IT wouldn't say gain or loss: I] about broke even, sir. 
Mr. Scuarimo. Mr. DeMayo, prior to 1950, were vou a net winner at 
races ¢ 


Mh ia Mayo. | believe 0, 
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Mr. Scuaprro. Do you have anv records from which vou car 

Mr. DeMayvo. No, sir. . 

Mr. SCELAPIRO. Whethe: you Woh or lost 4 

Mir. DeMayvo. No, sir. 

Mrs HAPIRO, On what do vou base vou present belief / 

Mr. 1); \l \Yo. Well, | always precbet Dit LiiXts whenevel l Wo 
ol money el} ough to pay the taxes. 
Mir. Scuarme. At the end of the vear how « al you tell how 
nm should report on your income-tax return! 
Mr. DeMayo. Well. 1h Those Vears | didn't report tris 


Mir. Scuarire. Lf vou had anv winnings. would vou have repo 


\‘ 


em 

Mir. DeMayo. I did have winnings. 

Mr. Scuarmo. And didn’t report them ¢ 

Mr. DeMayvo. And didn’t report them. 

Nii SCHAPING. So that the returns you hie for those veal 


/ 
lis 


Mir. DeMay lidn’t report It wasn't beeause IT didn’t want 
iX. DU d about 2S: Thad a lot of time in the service 


1? 
i) 


vould lose Hiv pelsion, 1 didn’t start reporting 

riko, Mr. DeMayo, you are a revenue agent. Are 4 
sibility Ol il] taxpayers to Fully report t 

Vir. DeMayvo 
Mir. Scurapro, And vou now state that in the 

ui gambling 
Vir. DeMayo. Y 
Vir. Scuariro. | 
Mir. DeMayo. N 
\Ir. ScuHaArin Do vou consider th 
\l Mave. Tam really not—I don’ 
\I CHAP Had vou been win 


Ss Sit. Not toanv extent unt | 


/ 


t 
lave vou filed amended returns 


gains whieh vou did not report ¢ 


‘ =it 


‘i 
eof st] 
mr SS, ist bv taxe 
have Test 
Vir. DeMay 
Nir. ScHAPri 0 ck O49. ehor 
Nir. DeMayro. nt hat was Belmont Park, sir. 
\l SCHAPIRG. “hat were the horses on which vou bet ? 
Mer. DeMay (ne of them was Sir Flint. 
erone wa It \ rakav. [ t! k I had five tickets 
Vir. Scnartme. Do vou re ill the date ? 
Mr. DeMayvo No. su 
Mr. Scnarmo, How did vou get paid ? 
Vir. DeMay ish. 
Mr. Scrrarmo. What did vou do wit] the cash 
Mr. DeMay ; 
t some of it 
\I 7 


I don't know what 


immonnrn Saw 
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Mir. Di M AYO). Reeall the racing 

Mr. Scuariro. You previously § 

e Belmont track that vou won these daily doubles 
Mr. DeMayo. Yes, sir. 

Mir. Scuarmo. Yo 


Mr. DeMayo. Sir FI 
Vir. Scuapriro. We 
Mr. DeMayvo. S 
Vr. SCHAPIRG 

v double 4 
Mr. DeMayo. 
Vir. SCHAPIRO 
Vir. DeMayo 
View ScHaru 

ble / 
Mr. DeMayo. 
Vir. ScHAPTR 
it 1 elit / 
Mir. DeMayo. 
Mr. Scuario. 
Mr. DeMayo. 
Mr. Scuapriro. Do 
Mr. DeMayo. The 
e spring meet, 
\Lr. Scrrapiro. 
Mr. DeMayvo 
\Ir. SCHAPIRG 

produced, w 
Mr DeMayo. 
Mr. Scuariro. 
Vir. DeMayo. 0 
Mir. Scraprire, What 
Mr. DeMayo. Royal 
Mr. Scenario. Would 


} ! 
CK UpP The money 


Mr. DeMayo. Pick 
Mr. Scnaprro. Yes. 
Mr. DeMayo. & got 


Mr. Scnarimo. The 


/ 


/ 


vhich Vou Wor 
Mr. DeMayo. Tt might 
Mr. Scnariro. Did they give heck postdated 
Mir. Dy Mayo. No no. no lhi - ! i L hist 1 
Mr. Scuapiro. You got t! 
Mr. DeMayo. IT believe so. 
Mr. Scenario. Is it 
Vir. DeMayo. IT don’t th 
Mr. Scrariro. So tl 
Mir. DeMayo 
a 
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Mr. Scuarimo. Would you leave the track without collecting 
money ¢ 

Mr. DeMayo. I beg your pardon ¢ 

Mr. Scuario. Would you leave the track without collecting 


money ¢ 


Mr. DeMayo. No. no. 

Mr. Scuarimo. Now, would you please spell for us the nanny 
the horses on which vou won during 1951 ¢ 

Mr. DeMayo. Royal Bones—R-o-y-a-l B-o-n-e-s. 

Mr. Scuaprtro, And 

Mr. DeMayo. The other one was Blue Ma: 13-l-u-e M-a- 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. It seems sort of peculiar to me that vou remember Se 

ie names of the horses and the races when Vou got a check but 
imnot remember the names of the horses when you got cash. 

Mr. DeMayo. It happens, Senator, that 1 dont recall the nas 
f | did it would bea help to me: it would be to ni benefit to rive 
the names, but [I gave vou the name of the man that paid me off 
he tickets, and that ts about the best Lean do. 

Mr. Kean. If IT won 83.500 on a Slv bet T think T would not 
remember the names but I think I would have the picture framed 
flowers around the wall. 

Mr. DeM iyo. I hope to do that some lav. senator, You will 
to go along some time, Senator. 

Mr. Scuarimo, Now, you have previously testified that vou 
false returns for the vears prior to 1950: what would vou do 
evenne agent if vou found a taxpaver who was filing false retus 

Mr. Dy Mayo. Well, I stated to vou. Mr. Schapire, I was afra 
eopardize miv pension, so that I didn't report that. It wasn 
ew dollars that the tax would amount to. 

Mr. Scuarime. Tam not asking you that question. Whhiat 

do as a revenue agent if vou found a taxpaver who had 


ported his gambling @ains / 


Mr. DeMayvo. T would tax the man. 

Mr. Scuarmo. What procedures would you follow / 

Mr. DeMayvo. Well, if it was a small amount of MiOney I woul 

rstmiall amount of tax and maybe delinquent—— 

Mr. Scuartmro. Put taxes on if the taxpaver admitted that he 
the money and purposely refused to put it on the return. Wo 
vou assess fraud penalties / 

Mr. DeMayo. IT ouess vou would if it was a large amount of 


put her vritw is SOOO or S6OO— 


Mr. Scrapire. Does the law anvwhere state that only large anu 
of unreported income require fraud penalties / 

Mr. DeMayvo. Well, T thought it was the practice of the Bur 
of the De} artment, that there was a certain amount of addition 
that they would institute fraud proceedings. 

Vir. ScHapirro, Now, sir: what ts your best estimate at this t 
the amount of unreported gambling gains which vou had du 
prerie | prior to Lfou 7 

Mr. DeMyvyvo. I would savy in 1949 maybe about S900, In 
don't think Thad any profits in 1948 

Mir. Scuaprro, In 19477 





| 
i 
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Mr. DeMayo. 1947, mavbe about S500 or S600. Just the amount 
taxes. 

Mr. Scuartro, That ISS 500 upto 147. 19464 

Mr. DeMayo. 1946, maybe $400 or 8500. 

Mr. ScHaptro. A total of $2,000 up to 1946, 19457 

Mr. DeMayo, 1945: 1 wouldn't know, sir. 

Mr. Scuariro. All this money vou testified. sir, you received in 
h:is that right / 

Mr. DeMayo. Yes. 

Mr. Scuartro. And you did not deposit any of it ever / 

Mr. DeMayo. No, sir. 

Mr. Scuapimro, And you kept it around vour house / 

Mr. DeMayo. Yes, sin 

Mir. ScHaprro. What was vour reason for not depositing the monev 
to 19507 

Mr. 1} Mayo. No partictthar reason: no reason ata | just kept it 
re: that 1s all. 

\ir. ScCHAPIRO, Were your returns ever audited, Mr. DeMavo / 

Vr. DeMayo. No. si 

Mr. Scenario, Was it your opinion, Mr. DeMave that your pension 
is safer filing false returns than it was by diselosing gambling gains 
Mr. DeMayo. No; [ wouldn't say that, sir, but that was the feeling 
ad. 

Chairman Kine. Mr. DeMavo, how long have vou been with the 


ureau of Internal Reve le ¢ 


Mr. DeMayo. Thirty-two vears, Congressma) 

Chairman Kine. At the time that vou first were made aware of . 

estionnaire, will vou state what vour reaetio was. Mr. DeMavyo? 

Mr. DeMayo. Well. IT heard that the voung men coming into the 
them when 


f 


Vice were requ red to file i questionnaire, so if they { 
ey were coming i and now they all had been asked to eT 
lon t see whv there hould be a vthing out of the w iv. as lor veas 


wll NOW, 


ey subject anew man to that: I think the old met should vo ilo iy 
them, I think. 

{ haiman KING. You did not feel, then, that if was rong’ to he a 
istating thing to the morale of the employees / 

Nin 1} Mayo. I don’t think so. It wasn't when the new men came 
1935: why should it be now, sir? 

(Chairman Kine. Were vou in the room, Mr. DeMayo, while Mr. 


ettmar wastestify ng’ 


Mr. DeMayo. Yessir. 

Chairman King. Are vou acquainted with the testimony of our first 
tness. Mr. Mordecai Miller ¢ 

Mr. DeMayo. No,sir. 

Chairman Kine. Have you discussed with other old-timers, such as 
irself, in the department, this questo naire / 

Mr. DeMayo. No: I don’t think so. I staved away from-—I don't 
to hunch with any of them. I tend toe my own business. I don’t go 
ting and I don't go night-clubbing. 


Chairman Kine. But you felt at the time that vou firs 


/ 


questionnaire that it was, perhaps, a good thing 


Nin DeMayo. | th nk SO, | mean, as | said by fore, is long as the 


run had To fil] if out. wl vy. evervbody alon cr 


( 


nen who are comin 
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f they were asked, I don’t see why they should be 
abo it it. 


Chairman Kine. But now, Mr. DeMavo, if you knew that s 


old-time agents in the Bureau, one of whom was unable to tell 
.) 


committee, not how much money he has, he could not even fe 
committee how many banks he had money in, and was very fat 
his memory concerning other pertinent information that the eon 
—1i¢ to have, ana if another old time agent pPpPronrin iat 
ie stated that he dealt ent rely in cash, he never 
it his expenditures or lneome Was, clisposed of 


mnkbook stubs withn i month or so, and anothe 


tal equal memory, al al | = conduet much SLMtar. 


VOoOur OpPIMloOn Many of the old timers not to ve ent! 
! byeny ng this questionnaire put Into operation, would ft not 7 


Mr. DeMayo. Senator, as long as it was required of the 


col @ in, they were asking no more of the old-timers, thar 
rary } rorrhnenew men. 


Chairman King. Suppose that it was not required of the m 
Wi ij tf not. ry thre face of t! very brief acco rit Tf sever: | 


} } 
] 


thesses, prompt you to state that it st 1] would he i wood 
Mr. DeMayo. I think so, sir. 
1 an King. Th rexXperietice as an age! 
=a method or svstem it venerally 
an agent must know when your taxpay 
snot considered unusual th it you present 
lie Burea 1 itt 
esii iis memory al 
) ol. \ olate anybody’ 
o LT don’t think so 
man Kaine. That sall. Nir. DeMauavo. 
DreMayve. Thank vou. , 
vc. Mr. Neustadt 4 W 


right tht a 


1h} 


TESTIMONY OF JACK NEUSTADT, REVENUE AGENT. 
MOUNT VERNON, N. Y. 


Mr. Scuarino. Mr. Neustadt, will you state 


/ 


Mir. Neusrapr. Jack Neustadt. 

Mr. Scuarimo, What is your address / 

Mr. Neusrapr. 109 East Broad Street. Mount Vernon, N.Y 

Mr. Scuapiro. When and where were you first emploved as 
hie agent! 

Mr. Nevsrapr. In the upper New York div mm. interna 
unit—I beg your pardon, Income ‘Tax Unit, 349 Ninth Aver 
York City. It was sometime in April of 1946. [T believe, si 

Nir. SCHAPIRO. What training and expe elie ad VOU TO ¢ 


rpormtment ¢ 





HU7 


Nii NEUSTAD?. i be Wie) } ) n Crovernment 
ce, Prilol to tv J ! \ Vice, . el il | nibiovee, 


usferred 


Mir. News 

ecliately ree 
Mir. ScTrAPIRo 

€ tosupply \ 
Mr. Neustapr. | 
Vir. ScHaptro. And eV 1 is 
\Ir. NEUSTADT. You would have to write a 


ll tioh wa 


} | 


as available. sir. 
\ir. Scuapimo. Do you sort of g 
Mir. Neus Trapr. 


mintt 


the informatio 

Was 

ie} oblivation to tur 
wudit ¢ 


Mr. Nevusrapr. [ wo 


Vir. ScCHAPTRO, 
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Mr. Scuapiro. Now, sir, on July 26, 1951, were you not intervi: 
by Mr. Kenneth Golden, a special agent of the Bureau of Internal R 
enue, who told you he was going to ask you some questions abo 
matter which concerned vous Normally, what would vive lise 


such an interview / 

Mr. Neustapr. I don't think IT could fully answer that quest 
Mi DeWiind. 

Mr. Scuarno. Were you surprised when the special agent a 
you for an interview ¢ 

Mr. Nevsrapr. | wasn’t aware that [ was being asked for an 
view until the special agent told me so, at the time that he swor 
in to make a statement. 

Mr. Scuariro. Were you surprised / 

Mr. NEUS! \DT. In Hy experience us an agent, we often hisacl 
at the special agent's office, and when | was called down there | 
nothing about it until he questioned me about myself. 

Mr. Scuarimo. When he was questioning vou, did vou have a 
why he was questioning vou ¢ 

Mr. Nevusrapr. The very vaguest. 

Mr. Scuariro. The very vaguest idea’ What did he tell vou 

Mr. Nevusrapr. He told me there was some sort of complaint 
ris conduet, and went no further than that. 

Mr. Scuarimo. You were aware at that time that there was a 
plaint about vour conduct; is that right ? 

Mr. Neusrapr. That is right. sir. 

Mr. Scuarimo, Now, at that time. did not Mr. Golden say to 

(Juestion In the next few days, Jack, I want you to furnish a reeor 
payment of the bungalow and for the present house and all the details 


mertgages, and se forth I also want you to furnish a net-werth state 


the veurs 146, 1947, 1948, 1949, 1950, and to date in Jul 
period T want vou te furnish a statement of vour estir 

Ine eXpPernses 

Luswel Yes 

Do vor recall that question and your answer 

Mr. Neusrapr. Mr. DeWind, you appear to be readit 
sermbed statement of the proceedings nt that inferview, 

Mr. Scrarmo. My name, sir, is Schapiro 

Mr. Neusrapr. 1 beg your pardon, si 
Mr. DeWind’s name plate. 

You appear to be reading from a transe) pot of that inter, 

e never been supphed with a transeript of that interview, 
ing to question me about it, | would appreciate vour ¢ 
Leopy of it. 

Mr. Scuarrro. Have vou ever asked anybody for a copy 

poral esr b ; 

Mr. Necstapr. T have never been questioned about it simee, > 

Mr. Scrarimo. Did you ever make attempts to find out what 

Mr. Nevsrapr. T have never asked for a copy, no, sir. 

Mr. Scuarmo, Does that accord with your recollection ‘ 

Mi NEUSTADT. I believe so. 

Mr. Scuartro. You recall, then being asked to supply net 
statements for the period L946 through 1951 and also being aUsKe 
supply estimated living expenses of that period; is that right / 

Mir. Nevsrapr. Yes, sir. 
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* SCHAPIRO. Now, Sir’, have vou fut nished these rec ords and state 
its? 
Mr. Neusrapr. No, sir. 


Mr. Scuapiro. Three days after your interview with Mr. Golde: 


attempted to resign as a revenue agent, did vou not / 
Me. Neustapr. [ submitted mv resignation, 
Mr. Scuarmo, Shortly after the interview with » Golder 
right / 
Mr. Neusrapr. That 
Mr. Senariro, Was your resignation accepted / 
Vir. Neustrapr. T have no k: owledge of the action 
on The effective date of the resigvnatior ame and passed, 
the employ of the Bureau at that time 
\Ir. Scuartro, The etfective date of vow 
it might? 
Vir. NeusTapt 
\Ir. SCHAPIRO 


esignh ( 


\hn NeEUSTAD! 
request, 
\Virw Scrape, Did 


iY / 


Mir. Neustrapr. No, 

Mir. Scuapire. Do 

wed to resign 4 

Mr. Neusrapr. IT have no knowledge, as | 


submission ofthe iL ition 


ScHAPIRO. Soo in effect. vou asked to be 
ive heard nothine 
Neustrapr. Wit! 


ScHuaprimro. Nov 


NEUSTAD' 
ering of the 
Scuapriro, Ts it tru 
id. with Mr. Golder 
‘sted by him onnectio 
etpand that vou failed to keep that appoint 
Ir. Neusvapr. Thay : nformed by co 
{ ‘ beat l ago neo ! Kine heat ippointment 
r. Seuapiro. Did , 
hit with of 
Hiinary mterview 4 
Neusrapr, No, si 
Scuapmo, Is it tr 
Mr. Golden on A 
ible or cooperate 
Neusrapr. | sa 
vr. Scuarimro. Do yo 
Golden / 
Neusrapr. Yes, sir. 


SCHAPIRO, SOme time after vour 
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Mr. Neustapr. Some time after ] submitted ni resighatlo) 


Mr. Scuapmo. Now, sir, L show vou what purports to be 
i letter sell to vou. dated August LO, 


S. Grolden. special agent, With I rends 


ol 
hereby directed to appear at this office, 

N. Y¥.. on Wednesday, Aug t ly 
tivatior Lo rilu 1 iupyye 


Did vou keep th Praobbitredr& 
I dict not ve r. Grol F 


Did you 


I ’ ’ 
Did vou Lprypn i? il 
I did not, s 


1 Vout 
Ile stated t 
¢ 
Mir. Golden 
biait certain fir 
. He did, sir. 
So vou had some 
tatus, did vou not ¢ 
° | would si\ oo Sir. 
Pike, Now, Mr. Neust vit. | hana Vou herewith tb 
t vorthy statement, statement of issets wha l) vbilitue 
. forthe vears 1945 through LODO. and ask vou whet! 


LO « omplete and submit this form to the committee 


| would like to nve the OPporcvunily ol i} 


t}) counsel. 
mo. al thi Ss time, vou would like to talk wil 
betore ) ‘ to submit such a tutements: is that right / 


Mr. Nevsrapr. That is correct, sir. 
Nii SCLAPIRO, Deo you refuse “at thil { to answer quest 


pers ron t statement 7 
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Mr. Neustapr. Mr. Schapiro, at the time that I appeared before 
Mr. Golden, he insisted upon and obtained from me an estimated net- 
orth statement, without giving me any opportunity to check any 
records or—I mean, at the Spot, he wanted an estimated net-worth 
tatement and told me that I must give it to him. 


l‘o the best of ny ibil t\ | furnished Lhitni Wit i net-worth state 

ent. 

Mir. Scuarin l { i i roug estimated net-worth st itement, 
- it not é 

Mr. Neusrapr. That is right. I didn’t have the o portunity to in 
re as to whether | ould or shoulcd ‘tt. and be fore T mak ny 
ver as to the statement vou have given me here. IT would like an 
portunity to discuss it with counsel, 

Vir. Scrrapmo. Did vou t} k about the problem dur ner tiv terval 


n duly 26 to the present 7 
\In NEUSTADT. Wit! rt pect to whether ol at Vo ) i] i- ne 


i Latenne 


Mir. Scuarimro. W ect to whether or ne ' eee 


wort tutement to eo | ted] States Gove ent 

Mr. Neustrapr. I 1 t have thoueht about it. si It’s kind of a 
Hieult questior to abliswel | ferviewed Naturally, I have 
ought about it. 

Mr. Scenario, And between that tiny t| 7 ive not vet 
ecided whether or not vo ornlel « tristha olit / 

Mr. Neustapr. T would say so, sin 

Vii SCTDAPTRO, Have aot te ‘ nsel sn 


Mir. Neustrapr. Not 
Mr. ScHApIRO. On Mav 17. 194 
Mir. Neustrapr. May | terject: comet wy sir? | ' oO incdiea 


ntil last week t t this committee despre fo have anv miter 

\\ th me. Att [Tithe it wa niticated to me by vour Nev York 

presentative, Mr. Ds rer, t e Wanted te ee me todav. and he 

‘t indicate a wn Wi n informal 
Nnitmwent, 

Phe night before last. ] a erved w rsubpena of 1 coblnilt 
nd.as T told vou. T wasn't aware until tl O} e that it meant 
presence before thi full COMME Tee 

Sowhen vou isk { | i\ atime —secp it t| ‘ e] | ts “to 
iat Mr. Dowling would ask of me. 

Mr. Scuaprro. Did ve ever discuss ounsel Mr. Golden's 
est ¢ 


Mr. Neusrapr. T did not, sir 

Mr. Scuarmo, On May 17, 1946. as part of your application for 
plovment with the United States Government. vou submitted a net 
rth statement: did you not ¢ 

Mr. Neustapr. Yes, sir. 

Mr. Scenario, Did vou have anv objections at that time te submit 
rsuch a statement / 

Mr. Neustapr. I submitted it, sir. 

Mr. Senariro. Did you have some question in your mind as to 
ether or not vou shor ld submit sucha statement / 

Mr. Neusrapr. It was set forth to me asa requirement for obtaining 
ransfer to the Trea urs By partment, I submitted it as req ested. 


t 
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Mr. Scuariro. Did you talk with counsel about whether or) 
should submit such a statement then / 

Mr. Neusrapr. | did not, sir. 

Mr. Scuapiro. Now, what has happened, sir, in the interval to 
problems in your mind as to whether or not a net-worth stat 
should be submitted by you! 

Mr. Neustapr. I think, sir, if you don’t mu 
answer that | wish to discuss it with counsel 

Mr. ~ HAPTRO Now. cid anyvel he Lhakpprer Del wee 
you first entered the Government and the time Mr. Goider 
to su] prin him Ww th the net-worth statement on. w hich cau 
caused vou to believe that vou should not) supply a 
statement ¢ 

Mir. Neusrapr. T ean t think of anvthing parti 

Mir. Scuarimo. You can think of nothing whic 
be sensitive about youl personal firvearae inl affairs: 

Mr. Nevustapr. Thet is what I said. si 

Mr. Scenario. Whiy is it, Mr. Neustadt. tl 
to file this questionnaire ¢ 

Mir. News’ ADT, [ suppose t would bea ling tosay that | 
like to know what Mr. Golden was going t lo. Tle made a ra 


vague charee | told inn at th if time tl he hited wns doubts about 


conduct it was his job to lhivestivate t. that | would be pleases 


answer anv charges he hacdat any time. 
Nir. Scipio. You exp essed that willingness to Mr. Golden: 
rieht 
Mr. Neusrapr. That is right. 
Mr. Senarirno. Have vou ever been advised 
sort oof charge mts been preferre i; neal Vou 
Internal Revenue / 
Mir. Neusrapt ss: | 
to me Chant chincipel 
to coopel ite. 
Mir. ScHAPiRo Did vou eve eet al 
cally stated the disciplinary action / 
Mr. Neustrapr. | got a letter charging me with lack of cooper 
ane ww hn repeating the statement that if | lich not cooperate | 
rec isciplinarv action Phat is as far as it has gone. I hav 
to thi I hee) ‘advised of what charges there might . f 
ainst the 
Mr. Scenario. Isn't it true. Mr. Neustadt, that vou also ree 


i letter aaVisihng you Lhiat vou were be neg charged 


/ 


insubordination / 

Mi NEUSTADT. l heg your pardon, That is right. That is ~ 
the same letter. 

Mi SCHAPTRO, Isn't it true that you received two letters, one ch 
ing vou with failure to cooperate and the other charging you 
msubordination 4 

Mr. Neusrapr. It’s my belief, sir, that that was in one letter, sett 
that forth. 

Mr. Scuartmo. Did vou think at the time vou received those 
that youl resignation had become effective ? 


Mr. Neusrapr. 1 didn’t inquire. 


} 





IN‘ 


Mr. Scuarmo. Well, do et 


th present msubordinatiol 


Nevstrapr. Lt 


ler my 
PLitik you are 
Nir. SCHAPIL 
Mir. Neus’ 
Vir. SCHAP! 
Vir. NEUS' 


iat 


rover a 


a} 


reterehece Work 
Vir. SCHAPIRO. 
or hot vou had res 


Mr. Npus Alvi 


Whi this so 
Nl NEUSTAD! 
\Lr. Scrrarir 


Mir. Neustrapt 


{ 1? 
Cord “1 


Mir. Kean. Mav | 

Chatrman King 

View Kean. Whint 
ting to resig 


ues@hlonnaire ' 
Mir. Neustrapr. IT wou 

about what exact] 

plaint. IT think, si 

Mr. Kean. How vou ge ns. 

Mr. Neustrapr. It w: hat tl | get none, 

ij | specifically asked wit would he, 

ether it would take a long 

ether IT would ever find out what it 
eXamination would culminate and what Two 

Mr. Kean. You got all this informatio 


;, 


wer as to 


ry) 


Mr. NEUSTADT. | vot that niormimtiot 
' questioned by the special agent. 

Mr. Kean. Then 3 davs afterward vou r 
Mr. Nevstapr. I believe T tendered my res 


17 
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Mr. Kean. Your actions would lead to the suspicion that you we 
afraid to file a net-worth statement and that was the reason. Beeausi 
the moment you were asked to do so, you resigned. That would be t! 


suspicion, 
Mr. Ni USTADT, May I remind vou, sir, that | filed a net worth Strate 
ment with the Spec ial agent on the spot ¢ 
Mr. Ki AN. You filed an estimated one, and now vou do het 
to file a more accurate one. 
Mr. Nevsrapr. I would say that you are right, sir. 
Mr. Ki AN. | Cannot see the cifference. If you were W I] 
one last July, why are vou not willing to file one now ? 
Mr. Nevsrapr. I can well understand your feelings, sir. 
the Bureau 5 vears, sir; and may I say that, if you had the 
of experience I had and sO had encountered that type of eXam 
against vou | 


you might well want to know what the charges were ag 


vou went any further. 
Mir. Kean. Yes: but vou were w 
Mir. Neusrapr. | would not sav Iw 
Mir. KKy N. Bait vou did tile one / 
Mir. Neustrapr. I] would not sav tl 
LT did not have any opportunity to discuss it with anvons 


» Deel | Mr. en hap reo met tioned, I Wills told, “Ni 


if vas willing. IT was told ] 


ma 3 4 
Vou Wit ao lf 
] thy ie n 
. © : 
“penkKing abo 


im not speak 


] 


I] nterrogated 


} 
ecr crorys 
’ r 


] ] .. . ] 
und T was eht now you are woing 


Mr. Kean. You must remem 
ment. Was it accurate? 

Mr. Nevusrapr. T wasn't furnished a copy of it. Mr. Kean. 

Mr. Kean. No: but Vou Titist remember tp prox mately Yo 
voung. You are not like one of the Withesses tod iV, who ( la med 

d not have a good memory. 

Mr. Neustapr. I have not had the benefit of hearing the testin 
of the prior witnesses, sir. IT was downstairs 

Mr. Kean. One seemed to have an evidently bad memory 
evidently do not You are keen, alert. so vou must remember 
proximately what vou filed in July and whether it was approxima 
corrrect. 

Mir. Nevsrapr. That was 3 months ago, sir. 
togivea statement as best IT could at the moment. 
inder some tension. | think you will clint that. being called Ol 
spot like that, you do tend to be under some tension. 

| have On occasion examined many people who had no renson te 
"WT der an fension but were, nevertheless, under some tension. 

[ will disclaim, sir, if IT may, your statement that my answers at t 
time and my answers here tend to cast suspicion by saying that at 
time when vou are under investigation you are not without tension 

Mr. Kran. But you say, then, that the statement that you filed » 
that time was approximately correct / 

Mr. Nevsrapr. A rough statement, sir. I haven't seen it 
don’t know how accurate it was. 


T will say T did my by 
I will admit to be 


} 


~ ct 
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Mr. Kt AN. To the best of your memory é 

Mr. Neustrapr. I did the best I could under the circumstances, sir. 

Mr. Kean. Thank vou. 

Chairman Kine. Mr. Neustadt 

Mr. Neustrapr. Yes. Mr. King. 

Chairman Kine. [Tam concerned here in your case a little differently 
than I have been with the other witnesses, — 

First of all, you are a young man. How old are you? 

Mr. Neusrapr. ‘Twenty-nine, sir. 

Chairman King. And an intelligent young man, 

Mr. Nevstrapr. Thank you, sin 

Chairman Kine. Have you a family ¢ 

Mr. Nevusrapr. Three children, of whon l sick today. 


C hairmay KiNG. You have an hot a) Lisch oO rom our sery 


‘ 


I may say 


] , 


es. 5 years’ serv e. | heleve 
Mr. Neustrapr. That is right. sir. 
Chairman Kine. Do you not realize, Mr. Neustadt. that this a 


inble to result in vou i\ 
for e balance of yout life 
Mr. Neusrapr. I guess vou are 1 
Qn the other hand. whit good d 
these charees, whatever they were, 
presented to me In any 
whatever. 
I might sav, sir. that 
practices, they keep recor 


mn Wits preura 1 


urman Kine. Well. w I! know th t times, and part 


‘ i t 


he Government, w such a great number of emplovees, 


ipt to find persolis Who are not tactful and « 
Mr. Neustrapr. I an | 

ty dual’s method 

early, sir. Lam q 

ewed me. and | 
dividual, did, be 

in | ever selected 

Chairman King. Yes 

Mr. Neusrapr. Sothat I 

! ne about the wav I was treated 

Chairman Kine. No. Well. thi 
less of who was responsible for it 

I am just very much concerned tl woman sucl 
would build a record for himself because nm attitude that, 
he, you are apt to regret in years to come more every vear., 

In all sorts of en plovment, records are Gore 

mpress upon you that it is perliaps much more set 

it. by this action that you are apparently on the wv 

of the motives they ire net in portint enough 

in for you a re putation, whether you deserve 

yput a blight on the rest of vour active life in bus 

Now, LT cannot stress that teo much It 
fferent with the other wit) <es that have 


is one of the first t] rm that entered n 
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Mr. DeWinp. Where is vou home ¢ 
Mer. Boorky. My home Is Ith Worcester, Mass. 
Mr. 1) Winn. What Is Vou occupation ¢ 
Mr. Boorky. Metallurgical engineer. 
Mr. DeWinxn. With what company are vou emploved 4 
Mr. Boorky. Massachusetts Steel Treatin v Corp. 
Mr. DeWinp. Are you an officer of that OMIPAUNA 
Mr. Boorky. Yes. sir. 
Mr. DeWinp. What position do you hold as officer / 
Mr. Boorky. ¢ erk of the corporatio 
Mr. DeWinn. Ist “retary of thr 
Mr. Boorkxy. Yes. sir, | would 
Mr. DeWinno. Are vou al 

NI) 1} RAY. Yes, i 

Nir. DeWinp. Mr. 
Trent Corp. have o 
est 4 


/ 


, 
mrmork \ 


\l 


: Murphy. revel! 


corporation's books 





In December of 
due to the examination. which ‘| 


INTERNAL KEV 


LO4o, 


Hie 


Warrants were presented for 1942 and 1] 
19.11. 


unted to so 


v1 


943, 


This amount 


it 


of money or this tax liability at that time came about because of disal 


lowance of a good part of iy dad's salary and some items which the 


(iovernment claimed we should have capital 
Ln January of 1946. we received the revenue 
e deficiency of the a int stated 
In February of 1946, we talked to Mr. .lo 
that time local tax collector. and pointed « 
nd 1945 revealed at aaition tux. 1944 a 
vy dad still drew a iv. and e otill « 
hooking itp equa] | | tal i! ¢ 
Mr. Kean. May Lask one questio ere 
As | understar \I Delane 
Worcester, and the ot \ et 0 
Worcester, and ia ( if 
s that corre 
Vir. Boorky. ’ itt 
Wi i I < I's ( rit 
Te? | 
\ it the con puny tar \ ' 
In 1946, in Mareh of MO, | bt 
Lb s Delu ev, W ‘ 
beginning from a bla 5 
(tf its growth Into a enut-tl ow 
J [to ery ‘ a! o 
my rot ¥ ! 
ely t) ¢ pio ‘ I 
Wi Mr. De 
‘ hen ‘ (y 
! { } 
oat el ev y were ¢ 
\ heat i] 
o 1 
vine ’ of taxation \v 
\ Mr. D 
| Cio 
- , , ; 
~~ tlh ft, \ Ai 
‘ cl we CASE re ‘ f 
Mr. DeWinn. Mr. w / 
\I Boorky. Zim 
Mr. Kran. Will you speak of ] 
Mr. Boorky. That Mr. P /. 
ise Throws ‘ ! r 
bole 
Vir. DeWinp. C 
Mir. Boorky. Tap rry 
| the fir tine e broueht 
e was broug through tl ( eof ( 


i which we didnt. 


rents report showing 
| stanley who wa 
0) l hut ! }{4 
L.? Shoulda, bye Is 
I | l¢ ~| 
1) 
ra ‘ 
cK collect 
Mir. D 
‘ 
\I 
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In October of 1546, we wrote the Treasury Department In Bost: 
Mr. Kenefick, asking for an immediate audit of 1944 and 1945. 
In February of 1947, Revenue Agent John JJ. ¢ asey examined 


and 1945, 
In March of 1947, we received a pencil copy of the revenue agent 
report for study, showing the deficiency of 1944 and 1945 to bi 
ditional $27,748.82. | 
In March of 1947, later in that same month, we visited Mr. Jk 
and Mr. Morris O'Toole, of the Worcester office, 
if 


‘VYagvain, 

‘ <edd what to do about this tax liability and how to pis 
Stanley at that time entertained offers of comprom e. } 
In April of 1947, we submitted three distinet offers of compro 

! overing 1944 late filine ineom tax penalty: the second o 


‘ring 1942 and 1943 additional tax ss 
>. covering 144 late filing of excess profits tax 
In Mav of 1947, we talked with Mr. Cronin ree 


, ults had ve 


essmments plus the nterest: 


pron t if | it tities 1 Tes 


Mr. DeWixn. Who was Mr. Cronin! 
Mh 13 RAY | helieve he - rs oy 


} 
ithe 


re >with Mr. Cronn 
‘ eur No. > offer. wh Cth 
or} mother otte: inelud ne 


= were approximately 25 pere 


nterest upon them 


My, We sl bmitted ail No 


Toe le*cl - 
.DeWrnp. Par > do vou 
>. Reduan, He, sieveaie ie 
DeWInn. elit: ¢ 
1} 


a W. Wit Youned As 


mkeupan tpprral a! of assets, and we sent t appra 
eveniie age) t's office. attention of Mr. Win 

Jannarv of 1948, looked over our plan t. 

f 1948. Mr. Winn requested copies of all 

| 1, 1942 to 1947, inclusive 


from the vears of i 





In February of 

On August 27 
served warrant fo 

idditional incon a ak a oo guards press 
through August of 1 rer ‘r $1.131.46 for 1945 add 
{ nial mecome tax , | I bat , 1) that we h; , » pend 
ippen then 

On September +. OUF attor : fimet. m , and 1. met 
\\ th Mr. Mel k of t te ’ ' 1) ' i Bosto) MI) 
Melick felt that thre fer Was sy 4 — but : if the a 
lector’s oflice wo 

We then went ) rte hy ‘ lect "6 ofhies ¢ - Dicker = 
ind Mr. Dickensheid said it was up to Mr. Melic accept the offers 


but he was agreeable if Mr. Melick was agreeabl 
ln September of 1948. we met wit Vir. Me 


time said that he would ¢ sider our otter of 
“eer onl wav clear to} T tape Tor St Or, 
We then confered with | nin n Wor 
we could mortgage ourselve , what w 
and we did in 1947 make 
allow us + vears to pay 
In October 14s, w 
which he said he 
our personal assets of ( i | i The COMP ans 
Melick the person: ~e] f mivsell. mv brother 
A. McDermott, 
head | ‘ a te) d been filed against 
warrants, and t] 
I) November ol 
of $50,000, and he 
were unable to pay, 
Now, in July of 
Mr. DeWinp. ly 
Mr. Boorky. th 
Mr. DeWinp. A 
tax tuation tip i 
Mr. Boorky. That 
Mr. DeWinp. Nov 
mnding liabilities, o1 
ties of somet! v 
the liability, the total 
$100,000, 
Mr. Boorky. Probably so: 
Mr. DeWixp. Liens had 
perty ! 
Mr. BoorkKy. Phat - 
Mr. DeWinp. For 1) 
Mr. Boorxy. That is right. sir. 
Mr. DeWinp. Now. in July of 
Ine to see you / 
Mr. Boorxy. That is right. 
Mr. DeWinp. Let me say, at thi: ne your offer in compromise had 


lected ¢ 





















































have been Mr. Delaney who gave him the information / 


source with the Government. 
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Mr. Boorky. Right. 
Mr. DeWinp. So that you were left with a total lability, lier 
against the corporate property, and no solution to your tax problem 
Mr. Boorxy. Yes, sir. 

Mr. ly WuINb. Were vou able to pray the liability at that time / 
Mr. Boorky. No, sir. 

Mr. DeWinp. How did Mr. Daniel Friedman come to see you / 


+] 


Mr. Boorky. On his own, and we | ad never tet the gentlema 
fore, and he introduced himself and presented us his eard, and 
troduced himself as a tax expert. 

Mr. DeWixp. Did vou and your brother see him together ¢ 

Mr. Boorky. Yes, sit 

Mr. DeWinpv. All right, now, what did Mr. Friedman say to vo 

Mr. Boork Y. Well, he was quite fam lis with our case, which 
nal ited he had ah entree somewhere, ana he indicated that 0 


iM 


ise Was mishandled, and that our case cid have some merit, and tt 


were preset nted through the proper ‘ hannels thet we could have ( 


‘ fTer of OMmpromise wiven consideratiot ; 


Mr. DeWinxp. Did vou ask him how he happened to know so mu 


about vour affairs ¢ 


Mr. Boorxy. Yes: but he said that was his business. 
We then asked him who referred him tO ts, or what references he 


had, mad hie mentioned Mir. ey his W. Delaney ils reference. 


Mr. DeWinp. Did he Siu that Mr. Delaney had sent him to see you! 
Mr. Boorky. No, sir: he didn’t say that. 

Mr. DeWinp. He ist mentioned Mr. Delaney as a reference ? 
Mr. Boorky. That is right. 

Mr. DeWinp. Now, did you know that Mr. Delaney was the 
ector of inter il revenue ¢ 

Mr. Boorky. Yes, sir. 

Mr. De WuUNp. And you knew tliat Nir Friedn mn | idl i very 1 
iar knowledge of all of your tax problems ¢ 

Mr. B MORK Y Well, ] berg a lavm th. | we nldn’t - t\ tf was pe wli il 
I would sav he had quite a definite knowledge. 

Mr. 1); Winp. Didn't it seem sti tinge to you that somebody 0 

ilk ! off the street and tel] you about yourt IX habrlities ? 

Mr. Boorkxy. Well. it certainly did appear that he had frier 
somewhere. 

Mr. DeWinp. And then he mentioned a particular friend. 
ould be in a position to give him that information, didn’t he? 
Mr. Boorky. Well. he mentioned Mi Delat eV. 

Mr. DeWinp. What Iam trying to get at. didn’t vou have a pr 
rood idea where he got the information, and didn't vou think it mu 


Mr. Boorky. No: we didn't know where he vot h s informat ( 


It might have been any number of SOUTCeS, 


Mr. ])y WuINp. Did Vou fee] atl t} t time that he probably vot 


from Mr. Delanev # 


Mr. Boorky. No, sir. 

Mr. Curris. Could I ask a question right there / 

Dic you havea feeling that he fot it from someone connected Ww 
nceome-tax matters for the Government / 

Mr. Boorxy. Well, we know he would have to get it from soi 





/ 
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Mr. Curtis. In other words, th hormiatio e had was not the 
e that he might have pri i rouy ordinary business 
nnels / 
Vir. Boorky. No. si: 
Mr. Curris. Eve fs cnn r ohited their confidence, his 
ition WAS Stich ft it if tlie Tre tr Oures youl | one 
lr. Boorky. Ye | 
DeWinp. Is it { e ment ed 
Delanev’s name pore ne 
med CL? ; 
| iit RKY. } d 
tux expert re 1 W.D erer 
fairly highly recommended 
Mr. DeWinp. Ni Mr. 1 in make 
| i} RK \\ ' d 
en wit vl 
| t ! 
P f ruil 
' ? is, ! ‘ ' ‘ 
DeWixnp. WI ( t] ( , ty 
ed from e Taxes 
dA 4 
I} KY. IT cle ring 
{ i ‘ 0 
' { | t or 
| ’ 
XK nott he 
DeWinp. W 
nin bist 
Boorky. 
DeWys }] ! 
Boor \V tO 
! 
le] ‘ \ t 
pe of ther 
Dye W Mr. J 
} 
Bag 
DeWinp. And esa ret 
| ony ce} rest, 
t would re e liabilit 


er of fact, Mr. Zimet. after Mr. Mi ! 
of ct ty ( 1 | | if ~ ie ~il 1 ] to 
‘ hay j ni t 4 uy j our 
} }) r)! 1 
j | wen ‘i } Bale | ‘ ‘ | ! ‘ to 
gy, and he still thoueht that our ea CSC] msid 
Prom the Bostoy office. 
hen Mr. Friedman criticized the method d by our former 


fentienia 


} 
the mght wav of ve 


we thought that perhap 


Ww somebody 


proper channels and 
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Boston to sit down and listen to our case 
why the tax penalties were put on, and also point out 
portion of our tax liability was due to my dad's salary 
disallowed, which we were told that had we had wood 
outset, that that salary would be allowed 

Mr. DeWinp. Now, did Mr. Friediman tell 
charge for this work ? 

Mr. Boorky. No. sir. He mentioned t 
SD5.000 retainer fee. 

Mr. DeWinp. That was just 
indicate there would be a further 

Mr. Boorky. He seemed to lit 
fee, When the case was settled to 
at least, that was our thinking. 

Mr. DeWinp. Now, what was 
you agree to pay him the S5.000 fee 

Mr. Boorky. We thought we we 
did leave the plant. an dl we didh ‘t make a cle i) 

Mir. 1); WiuINp. Then he came bysne K ora: Is that? 

Mr. Boorky. That ts right. 

Mr. ey WHuINpb. \\ thet happened at the second meeling 

Mr. Boorky. At the second meetin vr we ovave him two cheeks: « 
check dated July 4B which was the date of his visit. his second \ 
and al other check of s5.000 postdated to At iist ., of Jie. 

Mr. ia WHuUIND. Were these che ks. Mi DBoorky, che ks pavabl 
the Estate Research Bureau / 

Mir. Boorky. Yes, sir. 

Mr. DeWinpv. Tell me, why did vou postaiate 

Mr. Boorky. Person lly, we cidn't ive enoudgl 


ht LL tl cl. secondly, Wwe thought { 


, 


whit he cla med he could alo, Crist \ 
had made a statement that he could 
feel sure that he probably could fultil 
he could do 
Mr. DeWinp. You felt it would be a pretty good 


string on that money im case he didnt perform: as 


Mr. Boorky. Yes, sir. 
Mr. DeWinp. Did vou tell 

Mr. Boorxy. No, sir. 

Mr. DeWinp. All right, now, what happened after that / 

Mr. Boorky. Well, within a pel od of 3 or 4 davs Mr. Fried 
called, and L believe he was in Boston at the time, and he told us t 
the lier Wils nm the process ot ber uy lifted: anal our checks Jus 
through several days after that, and then several days later 
Wor estel othce ( alled us and verihed thiiat the lien Wis lifted. 

Mr. DeWinp. Now, at that time, vou had made no further pay 
on your tax liabilities: and the lien was lifted without any pay) 
of taxes: that is what T mean / 

Mr. Boorxy. With our original offer of conspromise, we had 
s covering those offers of conmproniuse, whic! 


mitted certified check 
left when the offers were turned down. we left those checks wit 
collector's of f eas pavinent against ou tax ly 


Mr. De WInp. | See, And that had reduced 4 ib lity 


the SS0.000 figure vou mentioned 4 





\M 


Dycocones ex 


NAL INVESTIGATI iid 
Mr. Boorky. 1 { v 
Vir. DeEWInpb But o1 thats. ‘ mvment o 
itat the time that t ( e) / 
Mr. Boorky. No, 
Viv. IKEAN \i 
Was the lt ‘ { el \ 
iter it SeCORCL ¢ i it oye O / 
Vir. Boorky. | bee ro} 
Mir. Kean. Was t Ove \\ f} fier that 
d check “iy oly ‘ t erore t i check had 
Mr. Boornky. We ck pti } the Hem we 
t process ol t “ | " by {t« 7 
eCauring. 
Mr. DeWinp. Mr. Bor \ ( Row 
of discharge of ten 4 
Mr. Boorky. No, 
Mr. DeWinp. Y« | e ‘ 
Mr. Boorky. No, si 
Mr. DeWinp. Tlow wast EF the li dd ? Did vou 
have anvthing to do with it / ; 
Mr. Boornxy. No, sit 
Mer. Di WiInpb Well. who tiled the eof discharge 4 
Mr. Boorky. | wouldn't know tha r. 
Mr. DeWinn. To ere Ve f ed that the d ham d 
warged ¢ 
Mr. Boorky. As Ly ed out. first a call from Mr. ] linda ai 
en, secondly, a from the Wore r tax office 
Mr. DeWinp. The local collector lice call " finn 
it the lien had bee lifted ¢ 
Mr. Boorky. This rig 
Mer. DeWinp. Mr. Friedman a = ’ 
Was In the proce if being lifted 7 
Mr. Boorky. 1 right 
Mr. DeWinp. Ne ifter that. what happened, Mr. Boorky ? 
Mi DBoork) We did { ear Tron Mir. | eqdinian tor ipproximately 
veeks or 6 weel d I entled him from t a to | questions 
is to how our case Was progressing, and he seemed to tf nk that 
Vervihing Was we under control, 
Phen in the latter part of September or the early ] Octob 
Mi I riediiat Cubbie to Won ester, al 
Mr. DeWinp. This is still 1949 we are talking about / 
Mr. Boorky. That right. 
Lnd visited wit At that time he indicated. ourse he 
“red us that everyt or Wil iy indled properly ana it Viis 
hg along ithe proper mnels. a it thev were just al { vy 
reach a definite decision d tha e vy require i 
‘l itely. 
Mr. DeWinp. J tie S100 tid to Mt 
CCLTELILTL TEE itely 4 
Mr. Boornky. That rig And he pointe 
r. DeWinp. Ca remenbe! e ‘ 
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Mr. ly WIND. Well, how ‘ losely ean you pin it down 4 

Mr. Boorkxy. Well, 1 would sav if was probably the first week 
October. 

Mr. DeWinn. Of 19494 

Mr. Boorky. Of 1949: ves, sir. 

Mr. Kean. Mav Lask a question there / 

Your hen Wits S80) 0) or vour debt Wis then SSO, ana the 
S15.000 for clearing the matter up. im all? Your deb 

ent at that time was SS0,000 ¢ 
Mr. Boorky. Approximately, sir 
\I IN PAN And he wanted SLS.000 to clear t up 
Vir. Boorky. Well. we had received this information stro 


mil t the original 85.000, which T told you about, and on this 1 


| or 
} j , 
mkec Tor s SADE 


Mr. Kea 
ee Mr. 


I) othe festimonyv that we have had before this 


fat percenter, and mn We 


‘\ 
oF 


edm 1?) seemed Teor tye abo 
oraduated to be about pretty neara vo percents 


V event, sir. W horny bre isked fo. S1O.000, we a 


i} cl he said it was for his immed) ite exper <OS, 


it that was quite high for expe ses: and he made th 
the rensoh we thor alt 1 sW mportant is heenuss 


] ft ft} 5 and his <fatement was oy 


whole set-up at 
t T wet it all?” 
le that statement. we refused to have anvthineg to 
ie left our office without his S1TO.000 request, and +} 
me that we heard or had seen Mr. Friedman until M 
usin July of 1951. However, shortly after Mr. F1 
ins last vis t. the liens were then put back onto the plant 
Vir. DeWinp. Who told von the lens were put back on? 
Nive. Boorky I do not reeall who told us T im : . 
the Worcester office and we were notified 
Mr. DeWinp. They served von with a notice t] 
mposed ? 
Mir. Boorkxy. That right, sir 
Vir. DeWisxp. Sinee that time. Mr. Boorky. | 
Inee the balance of tax liabilitie , 
Nir. i ORK Y Well. we renlized after Vir. Friedm tr) Wh vile the cf 
that it wasn’t proper or condneive to proper cond 


\ it} hina: ind wet 


/ 


e crict 
md we had nothing further to do 
our present accountant. the local tax offiee. and m 
I beheve, at that time to pay S500 per month aga 
ties: and as our company became somewhat busier, 
on our own, voluntarily, we increased that payment to $1.0! 
per month, nl cl I believe several months avo we increased it to sve 
per month, and that is where it now stands. 
Mr. DeWinp. This has been worked out by arrangement with t 
low 7 colle tor’s othee in Worcester? 
Mr. Boorxy. That is right, sir. 
Mir. ay WiInpb And “oO NOW your linbilities have been very subst I 


tinlly reduced 7 


\Ir. Boorxy. But we still have some. 
Mir. DeWiInpd You still have some linbilities,. but they have bee: 


cl off, ana they have been reduced ? 
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Mi Boorky. We penta off 1942 con pletely. ay i Of course we are 
gto try to reopen it and see if we cay vet that Just hearing that 
think we are entitled to, and we are iy opes of pavine off 1943 


ii 


shortly and vetting into 1944. 


Mr. DeWixp. You don't plan to use Mr. Friedman's services in 


ow, whi Mr. Fri ud to \ Yo cI vet all 
. vou adic t put , t 
Lot ‘ | 
lr. Boorky. | ‘ d 
i KIN« ’ 
Xe} ‘ ; 
[ Li hY \\ ‘ te 
ent 
rman KING, ¥ Ong 
Mir. Boorky ¢ 
Boorky. Phat otit 
Kean. Mr. Cha 
~ to vol - { vo ! ; 
nal Saul > 
v for fia wy \\ 
Mr. Boorky. But oul \ | ed 
one oT | shoulda t\ i ‘ tie hut 
( riy j \ 
DeWis li \! l 
t Mr. Fri ’ 
DoorkK \\ 
{ Ve 
I Pbk t ‘ \ 
res ‘ 
ere ‘ 
> { t ' { i 
| rita i It 
DeWinp, | erg s. Mr. ¢ 
! mn Wg | ‘ ‘ \] B \ 
} ix afl , Ou ‘ @ 
or Op p>} es TOr 1 \ 
itis CCTIO! { [| to 
that vou would have had mi - o Oul 
lic ite Vi 0 ot eal \ l i ili rst 
ould von 2 
Mir. Boorky. It wouldn't have 


ral King. (); i vo had i vor ‘) Die degree of be 
it within the next few months 1 os ‘min wen done 
vour tax difhieulties bv the proper ofhe f ofl uF 


; : " 
hot have ] Voth sayy ippeal to ve wos 


li 
Mr. Boorky. That is rieht. sit 
Ir. DeWinxp. Mr. Boorky. just before you hk e, could LT get you 


inane a photostat copy of two checks « the Massnehuset 


Treating ( Op... One dated July 2 , 194 
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Research Bureau, in the sum of SZ.000, signed “Massachusetts S 
Treating Corp., Harry FE. Boorky.” and the check is drawn o1 
Mee hanies National Bank. of Worcester, Mass. : anc the seconad ches 
dated August 5, 1949, to the order of the Estate Research Burean, 
Stith ot s5.000, also signed by the corporation bry Harry kK. Bo ! 
also drawn on the Mechanics National Bank of Worcester, Mass.. 
could 1 yet vou to look at those and see if those were the ech: 
that were given to Mr. Friedman / 

Mr. Boorky. Surely. 

{ [an nents handed to the Withess., ) 

Mr. Boorky. Yes: those are photostati copies of the cheeks 

Mr. DeWunp. I just wanted that confirmed for the record. 

Mr. Boorxy. Yes, sir. 

Mr. DeWinp. Thank you, Mr. Boorky. 

Chairman Kine. You are excused, Mr. Boorky. 

Mr. Kean. | just want to show again, for the record, Mr. Cl 

ih. the Testimony we have had before showed that on August 

ch Was 6 days after the bal | ond check referred to dated August 
thie hi seareh Corp. mace outa check to Denis Delaney for S2.500 
Chairman Kine. Mr. Hi 
You have | 


wi 


lis, please. 


crar 


been previously sworn, Mr. Higgins. 


TESTIMONY OF MARTIN P. HIGGINS, CHIEF FIELD DEPUTY. OFFIC! 
OF THE COLLECTOR OF INTERNAL REVENUE. DISTRICT 0! 
MASSACHUSETTS—Resumed 


Mr. Lyon. When vou testified previously, Mr. Lligeins, he fe 
this committee, you stated that vou were the el] ef field deputy ! 


Boston colle tors ollice: 1S that correct ( 
Mr. Tlicgcins. That is correct. 
Mr. Lyon. And would you state ay 


un, he record, whet 
first became the chief field deputy ( 

Mr. Hicerns. July 15, 1944. 

Mr. Ly N. Would you very briefly stimmarize the cuties ana 
—PoOrs bilities of that job / ; 

Mr. LliGains, The chief field deputy Is respol sible for the f 
tioning of the various clivisions throughout the State that 1s, 
breakdown of the territorial divisions in the oflice of the collector 
nternal revenue—directly responsible for their functioning, and a 
inv interpretations or opinions that might be elven, simple dive 
with regard to procedure in reference to tax collections. 

That would oive the broad deseription of the duties. without go 
into fine detail. Is that suthieient ? 

Mr. Lyon. Yes: that is right. 

Do you have under your supervision and control the files of 
office relating to liens and certificates of discharge of tax liens? 

Mr. Hieeins. That is right. 

Mir. Lyon. In the colleetor’s district for Massachusetts ? 

Mr. Higerns. That is right. 

Mr. Lyon. You were in the room this mornit 
he ira the testimony of Mr. Boorky 

Mr. Hicgeins. Yes, sir. 

Mr. LYON. H ive vou evel had occasion to diseuss w th the for 
collector, Dey W. Delaney, any cases in which eertifientes of 


Yr were vou not. a 





KRNAI 


iarge of tax liens were bei 

id not been paid ¢ 

Mr. Hiaains. You meat 
Mr. Lyon. In any cases. 
Mr. HiaGins. Sometimes; } 
e T was acting 

| I was still, 

it position in 
104s before | 


rremporaryv a uv 


I 


returned 


{ 


iS, and there Wil Ole 
i been d scharged., 

Mr. Lyon. What 

Mr. Higaerns. 
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Mir. Higerns. At that time I called to his attention the rul 
law. which was in our own law—it is the Internal Revenue Cock 
tion 3673—which gives the three conditions for the removing 
tax lien in full: and briefly they are: that the tax is paid 
secondly, that the tax is abated as being erroneously assessed a) 
taxpaver does not owe it: and the third condition would be 1 
nishing of a bond by i reputable bonding company ac ‘eptabl 
Government and the collector, as a rule twice the amount of ¢] 


standing tax liabilitv. That is not a matter of anvone Opt 


1 


that is what the Internal Revenue Code sets dow) 
forthe full discharge of a tax lier 


I «lid that to p the collec 
future regard to that situation 
Mr. Lyon. Did he appre 

Mer. Hicerns. Tle seemed to 
me that he was the collector 

Mir. L-von And that was 

Mr. Higetns. Yes, str. 

Mr. Kean. What did he ac 

\l TI } 

\T) 

ar. 

M 

\! 

Mi 


\f 
\ 
\! 


a1 
‘i 


broue! t to tlhe 





~] 
tN 
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Mir. Higeins. Yes, sin 

Mr. Lyon. And what happened on that « iwsion’ = Did he dire 

sdischaree he directed in that case / 

Mr. Hieeins. Well, leading up to that, PE think he called me into his 
het 


lice one davia nquired of me what was the proper process to—] 
cin this particular case there were three tax entities nvolved: 
f Is, the operation md two madividual- Vnd <a> The haired? of rive 
if to do to tie ft el py complete \ | | ect Tire Tl Pere 
‘ fia i tlhe f ottsa \ \ t} reat 
on thi ’ a? ' , 


‘ 
‘ ( j { 
~ 
' 
\ 
ere 
And I 
P \ ‘ 
} 
\ 
Mie. TH 
i ' 
{ 
tifa f 
j 
tf N 
Ir] 
1} ‘ j 
\ | \ | ‘ 
“F re 
| ! ' 
| N. ke 
1] P i 
‘ { ( | 
| 
iX 
I w. N : 
t {} 
ITicains. Ye ! 
| N \\ 
I] N\ \\ | 
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Mr. Lyon. No: that isn’t my question. If you will look toward 
top of each ol those certifientes, you 1] see refs rehces rrasecte 
date on which the lien issued. 

Mir. Hieerns. Yes: that is right. 

Mr. LYON. And what date do you final there / 

Mr. Hicerns. This lien was filed, the original was tiled on Sept 
ber Y~4, 1{4s- ina Vou Thean thraat reference a In the left hana Col 

Mr. Lyon. That is correct. And that Pon each of those t 
certificates, is It not / 

Mr. Tice INS. That is corre % Sir. 

Mr. Lyon. And will you now please 
collector executed the certificate of discharge / 

Mr. THiiceins. The date here of the 
L948. and it is signed by the collector, ; 
on this form here. 

Mr. Lyon. In other words, am I clear in this. t 

sKeOC vou, “What can I de to tie these people up?” 

Mr. Higerns. That is right. 

Mr. Lyon, \nd thereupon notics ol 

Vir. Hlieerns. Phat is correct. 

Mr. Lyon. And then just a we 


/ 


Ye evecuted 
Ir. ELicains. Phat s correct, 


e netual 


{ s correct, 
Now. do vo see anv 
i look at the face « 
way: What happe 
ive prepared 4 
“< | 


/ 


once 


\I 

Vii 

‘I 

Mr. Higerns. That is correct. 

Mr. Lyon. That vou thought was 
Mir. Higerns. That is correct. 
Mr. Lyon. And proper for the collector to sign ? 
Vir. Plraains. Yes. sir. 

Mr. Ly: N. Now, are vou 

Mir. Hieetns. No, sir. 

Mir. Lyon. Thev are hot? 

Mi LLiGGins, No. i. 

Mr. Lyon Now. Mr. Higei 


hnarge il the M issachusetts Steel T 
Mr. Hlicerns. I do, sir. 
Mr LYON. Phey were broueht fo vour attenti 


‘re ISSUE d: Is that correct ¢ 








20 
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Mr. Hicetns. The certificates of discharge were received by the 
deputy at the time he was in charge of this office. And he called me 
and said, “What is this all about ¢ Because this concern still owes 
Tsaid,"I don’t know. I hadn't set them out niy self.” Sol 
inquired ot the collector VW hat this Wis all about. Jecause the deputy 


Was requesting the 


money. 


o whom the account was assigned for collection 


Lise harge. 

He stated to advise the deputy that he is to 
“because [ have made satisfactory arrangements 
ment.” I said. “That is not on e of the 

Mr. Lyon. You told him that / 

Mr. Higeins. Yes, sir. 

Mr. Lyon. What was the name of that aepuly wt 
ibout the propriety of issuing a certificate of d 
Mr. Haas, James Gu lfovle, 

Mr. Lyon. As itter of fact, he 
eo in Which he raised these questions / 

Mr. Higeins. That is right. 

Mr. Lyon. | have a photostat of tmen lum dated August 
5.1949, which I would like to show to vou and have vou identify. 

Mr. Higeins. Do you want me to read it 


the discharges, 


file 
! regard to pay 
the disc] dd 


. reasons for the dis 


haree, 


a) 
i 


oe 


an wrote you a memorandum, didn’t 


] 
} 


here loreal 


Chairman Kine. Would vou pre Ise suspend 
The second eall of th 


i) ged to attend the 


It Is Our present Intent 


The committee is now 
Whereupon, nut 1] -)f 
( aay 

( rman Kine. Wo 


Mr. Lyon. I don’t think it Is necessary to read it. 
Mr. Hiceins. Well, it is just what you stated, Phis memorandum 
verifies the eall. 
Mr. Lyon. Would you just summarize briefly what the memorandum 
tates ¢ ; 
Mr. Hicerns. It say 
Today IT receive t) tific re re . M 
etts Steel Trea x 4 LIS Harding Stree Wi es M 
rhis corporation is d he | ed States Govern extent of 
SILOS OGS.77 for unpaid taxes he venrs 1042. 104 1044. and 1945 
lo date I have beer ect these tuxes f the Dp 
[ have net requested erate entioned certitic S 4 lis ’ I have 
tated in havi tin ecorded at the Registry ] es 
I equested tl ie nstt NS # thes e fur od 
e before any fu 
pave vis f ving and 
Phen it mention how effe ve t] ix lie ” e it mentions 
fhe property, Which, of co e. hens tie ip prevent the taxpayer 
from disposing. He mentions the house on Grace Street. Worcester, 
ding in Grace Street, and another build There were three 
par els of property, of Which the valuation is ipproximately Ss? L.OOO, 
4 pend there, Mr. Higeins? 
e House hay ne sounded, t committee is 
eSSION, 
on to reconvene at 1 o'clock. 
recessed until Lop. n 
Pa. n iL reces is take t ». 1 t} 
PTER RECESS 
vou take the st igain. Mr. Higeis 
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TESTIMONY OF MARTIN P. HIGGINS, CHIEF FIELD DEPUTY, OFFI 
OF THE COLLECTOR OF INTERNAL REVENUE, DISTRICT 
MASSACHUSETTS—Resumed 


\. Now, Mr. Hige 
e cases in whiecl 
pite the Tact that tf truXe 
Merker Counter Co.. the Hh 
Steel Treating Corp. Just to 
» Merker Counter Co. case 
seal il question a to the propre 
(i! imryve 
ti how vou agen to reno! 
| for the record L would like t 
lL verify this memorandum. 


lat vour sign iture / 


nioranady 


leates of discl 





1 


iN 
rhiet 
Lyons. ) 
, 

Dela 

i] VS 
1.) \ 

lector ¢ 
HliGains 
Lyon. s 
vi thes 
Thigains 
unc Esthe 
iar yerurs 
(iis ares 
tobv al 

. Lyon. | 
es. dio vou | 


Lyon. At 
‘> kl nal 
wy il 4) 
tac 
Lligains 
LYON | 
ied ¢ 
TT tei 

ter \ 
] v. D 
att N- 
I \ 
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Mr. Lyon. What was his name / 

Mr. Higerns. Well, the division chief to which the warrant 
assigned was Michael L. Daley. 1 don’t remember the partic) 
deputy to whom the warrant was assigned for collection. In 1 
particular case, the lien had been filed, and there were no propert 
that is, real estate, on which the lien was effective, but this taxpay 
had suffered a fire loss that was adjusted properly, and the dep 
to whom the warrant had been assigned had followed it very clos 
and the amount of the loss—I mean, of the damage—was sufficient 
satisfy our case. 

Mr. Lyon. That is to say, the part which would be coming fi 
the Insurance COLLpPANS Was more than adequate to cover the 


liability ¢ 


Mr. Hiceins. That is right. In this particular case, we had se: 
on the insurance COMLpany aw@ COPS of the Federal tax len. \- 


know, probably everyone doesn’t go to the registry every day te 

liens of records. As | said, they ure ¢ feet Ve ugainst real estute | 
Government goes a step further, to protect its own tnterests, to se 
copies of tax liens on persons W ho WY have an asset in then POsses 

belonging to the taxpayer. And that was not done in this party 

cause. 

Subsequently, that lien was discharged on orders of the collect 
on the assumption that the taxpaver was going to make part payne 
of the tax liability. 

Mr. Lyon. The certificate of discharge Wits issued despite the f 
that the tax had not been patel; Is that a correct statement of the « 

Mir. Hagens. That is right. ‘| hey made some pavinent at the | 
and the copy of the discharge, of course, was served on the insut 
company. ‘That relieved them of any responsibility. 

Mr. Lyon. Now, cid the certifi nite ot discharge after t was 
pared in the collector’s office vo through your hands? 

Mr. Higeins. Yes. 

Mr. Lyon. What did vou do with it 4 

Mr. Higerns. I told the collecton 

The original should not be filed Neither shou 
for the simple reason that the Government is in a positi 
amount of the tax liability. 

Mr. Lyon. Didn't vou, in fact, write a letter to the 
effect / 

Mr. Hieeins. I did, sir. 


Mr. Lyon. And did vou say in that memorandum tha 


This is particularly dangerous, because there is no questir 


collect the full amount of the liability 

Mr. Hiceeins. That is correct. 

Mr. Lyon. What did the collector say to Vou at that point ¢ 

Mr. Hiaeins. He said he would pa it within i short time: he Wwe 
pay a certain amount now, and the balance would be paid wit! 
short time. 

In other words, he felt because what paviient arrangements 
been made, it was proper. 

Mr. Lyon. Did he Wp pres ite your voing to the troul le of u 


. 
him this memorandum 7 
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Mr. HiaaGins. No, sir: | believe il the , wave me the orig nal 
emorandum back and said. “I don’t wisi 
randum.” 

Mr. Lyon. He handed the memo. mdum ba k fo you and 
dm’t want any more of that tvpe of memorandum: 
Mir. HiGGtins ‘| lat is ! elit. 
Mr. Lyon. Now, isn’t it the fact that the attorney 

pany was puzzled as to how this cert fieate of dis 


tliat tvpe of Melo 


issued / 
Mr. Higerns. That is righ Mr. Daley ady 


the insurance company made the remark 


hope the Government 
¢ the proper thing 


Mr. Lyon. He wa 


cnt he? 
Mir. Tlieerns. 
merly emploved 
Mr. Lyon. Now, 
es, and [T wish 
everal occasions oO} 
it it Was In} roper al 
ites of discharge ot ta 
ission With hime: Is 
Mr. Ilicarns. ‘TI 
Mi LYON. And | 
rb | abo { ti 
Mr. Tliceins. J 
Mr. Livon. Yo Y 
ce it. Michael Daley 
Mr. Hiceins. That 
Mr. Lyon. And to tl 
rance company ¢ 
\Ir. HligaGins That au 
\Iir. Lyon. Now, on any 
lector ana questiol ed the prop ev 
harge, in anv of these cases did he 
on for not following vour advice ? 
Mr. Hicerns. No. - r: tl e only cor elusion t} 
he Wis probably il stubb rn i} dl \ 7 il 
Mr. Lyon. In faet. he didn’t give vou any 
statement / , 
Mr. Higerys. That is 1 
he cid vive, 
Mr. Lyon. The main rea . 
on. is that he was the collect rs hat ewas tl 
Mr. Hieeins. That is right. Stubborn, perha 
tle advice that would have helped him. "That is: 
Mr. Lyon. Now. if vou had been thi olle 
inv doubt at all { the propel 


/ 





wha regulation 
CtLiaghis ire 

collector mveself, | 
he cid do. 
it} 


ve! 
wouldi't hie 


tiW 
rhothel proce 


titing before he fil 


filed. the 
Phere nil’ 
full discharge. 
reason of lapse of time. 
»statute of limitations ¢ 
lieat Is rieht. | hl 
ed to avoid t] 


have omitted 


one of these ines, Wus it‘ 
Mir. Hieains N 
Vir. Lyon. Now. just one other thing. Mr. Higgins. I 
vy the comumittee’s attention to the fact that 
3673 of the Internal Ry Verithe 
reverse side of every 
ut is right. 


oO: Chiat 


isnt 
thie Provisio 
Code and related sect 
notice of hen 


fact that the verv first 


—t 


ons, the Vel 


persor 

| penalties, costs 

night show vou this copy of Form 669 

INS. I have the photost it here | ean follow you. 
And Tam correct. am | not, in saying that that se 

ry first 


redi tos ‘F] 


sentence rb every certithe ute, ana thrat the coll 
every certifient 

[f might (yl alify hat. the early prart of 19 
Aun ollectors te ve the pris leve that thes 
their name as 


? 


persons to ss] 
le] he John | 


collector. ly 
word srown, collector, 1 William Smith, 
{ol But that didn’t take place until quite later. 
Mr. Ly N. Yes. B if in everv cuse where vou have looked 
phote Stats, vou have identified these signatures 
of Denis Delaney / 
Mi LliGains, That is rieht. 
Mr. Lyon 


colle 


il 
aus belie the sig 


Mr. Chairman, [ have no further questions. 
If you think it advisable, ] would like to suyvest that the v 
dlocument which have been identified and referred to here be 1 
par of the record. 


Chairman Kine. 


Without objection, it is so ordered 
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OFFICE MEMORANDUM—I 
14 


Martin P. Higgins, Chief Field Depu 
m: James D. Guilfoyle 


ject: Discharge Liens 
dav I received three certificates of dischay af s on the M , 


s Steel Treating Co., 118 Harding Street, Worcester. Mass 
(his corporation is indebted to the United States Government to the extent of 
0S.568.77, for unpaid income taxes for the years 1942, 19423, 1944, and 1945 
o date I have been unable to collect these taxes from the taxpayer, 


I have not requested the above mentioned certificates of discharge so I have 
sitated in having them recorded at the registry of deeds 
It is requested that specific instructions concerning these tax liens be furnished 
ne before any further action is taken by me. 
The taxpayer owns the following property 
House, 6 Grace St., Worcester, Mass., assessed valuation S00 
ding, 12 Grace St., Worcester, Mass., assessed valuatio 25, 000 
ding, west side of Harding St... assessed \ wit 1) 
Ja ss) Guin Dey ( ecto 
rreastury D \ 
INTERNAL REVENUE SERVE 
Bost j ‘ () bey } 14s 
Warrer L. KEANEY, 
Division Chief Deputy, United States Ty Reve R 
/ f Was 
Deak WALTER: There are enclosed lerew t ‘ ers add sseqt f Merke 
‘ inter Co., Ine... with reference to levies filed ag Simue i By Merke 
d Morris Leavitt. You w deliver these letters to the proper ] in « g 
| secure from the corporation the copies of the levie dl wit! n 
There are also enclosed not es of dischurge of ax ie mothe? es af ‘ 
Merker Counter Co., Inc... Samuel and Eva Merker and Ms sla ! 
be filed and notation made on the duplicate as to the time ft tey re ot a 
re to be sent back marked to m attention 
closing, the Collector hus issued these lers 
MA . f ij Deput 
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Es CERTIFICATE OF DISCHARGE OF TAX 
INTERMAL REVENUE LAWS 


(te be eeed SS 


Onrrep Staves Uvremxar Rava 
Orerct oF Heasagnunette. 


fume 5 e.. 
I hereby certify that the taxes below snumerated, heretofore amessed against the following. named 
parece. firm,dy company, have been salisfed in full, together with al! penalties, costa, and interests: and 


that the het for Mehe) for seth tates, pénaltien ete, has (or have) thervhy been discharged in full The 
AVE Pea IE oe on Whore niin’ wf interna! ge Conve tax len (or tiene) No 78 _ was fled 
tee at. ALISON 1980 (resend Uiereet Raving been made in Ba STB. rs ae 


i. gettin _}yib heeehy Sathietiegd a ake tetallen ca his books 1. ahww the prem. 


or) om rameter oe in (or lena): relate to the following tax (or taxee) 


“aa of ise Be. — Atrenen Blusteis & Lene 


—od 


‘Rashlignini ee pia =o % Bestland Terrase, Haverhill, Massachusettes 


» = - GE AE EE SE A 
iY wen Tas = oe ; kw ee . aad 
re naw ees ee ‘ 


9, 998.48 


; 
| wey 6, 1049 15,063.76 
| way 6, 1940 8,177.24 


ax 8 a 
7 Ys 


CY nei ; 4 


CRNTIFICATE OF OFFICER APTHORIZED BY LAW TO TAKE ACKNOWLEDGMENTS 


Stare ce) Masanahus otto PD eigee 
Comm or Beffeke j™ 


Bedare me. thie day persona)ty appear! Denis W. Delaney 
to ee Well Keown, and well Known by mie to be the person deacribet im and who executed the foregoing 


go et of Interna) Revenue for the Collection District 
a. othe sand be acknow hxiged before me that he executed the same 


a2 euch Collector of Interna! Revenue, and farghe parpescs Nereis expressed 
WITHESS my band and official seated)... Betton 
and State aforesaid, this 5 &D Pa ae ert. 
te Bests try of Deeds . ; 
Steet Comety ‘Weplatry ae { mtmas.) Cincy € ene 
Sesdist..Rag..ct salem, Bass, - Bo Publis 
wes et eS ee 
os.Recsived June 5, 1950. 0 m. past 3 P.U.Recorded & Bramined. 


in the County 
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CERTIFICATE OF DISCHARGE OF TAX LIEN(S) 
UNDER INTERNAL REVENUE LAWS 


ee ee ee ee 


iar lat INT beckksstts 


Durrasct oF 


Form om 
TREASURY DEP ART WET 
Ko es Gene 


June 6 192° 


i hereby certify that the taxes below « hermtiofore ssseaeed against the fellowing-nam: 


person, firm. or compeny, have heen sa\ishe together with all penalties, cosis, and interests; an 
that the lien (or liens) for euch taxes, penaltics, etc, has (ar have) thereby been discharged in full The 


69 


ee ee 2 es ee ee ae ee 2 | 


: 7 
onhpr 28%. as 13130ay The {record thereof having been made in 5. 3734, P. die 
Tie 4 eet eer eed 
—neniemennmee fy it hateby authorised to make notation on hia books te show the discharge of 
eee al F ap Bae wR 
anid lien, (or Hens), insofar as the lien (or liens) relate to the following tax (or taxes) 


Barry & Bether Brown 


Mame of taxpayer od 
Sl Bastland Terrece, Haverhill, Massachusetts 


ee ee 


ee ee | 


Saree @ Tan Tase on Takanes 


-- i 
THOOME-$519006 5/49 4441 1043 Addl.Ine| May 6, 1949 | @ 41,538.86 
" #SL9007 6/49 Aadl L9s4 * © | wey 6, 1069 24.156.98 


* psie0cs aoe Aad foas pdai.tne| Opril 15, 1980 16,885.60 


t 
CERTIFICATE GF GFFICER AUTHORIRED BT LAW TO TARE ACKNOWLEDGMENTS 
Baesachasetts 
Suffolk ja: 
thie day personally appeared Denis W. Delaney Se 
nd well known by me to be the person described ia and who executed the foregoing 
ee Oe ee ee at 
of _ Maaanehuaette and he acknowledged before me that he 
as euch Collector of Internal Revenue, and for the 
WITNESS my hand and official sea! at 
and State aforesaid, this se 


To Registry 
Bes ex oe ty neat Ks 
Sn.Diat Bee, & 


ame Pees 4/26/08) 
Resex ss, Received June 5, 1950, yo past VR. Recorded & Examined, 





REVENUE INVESTIGATION 


; 
~ 

=< 

7. 
ns 
< 
is 
i 
4 

— 


| ( Ty : A P) 


cys ~~ CNzE 
"og Xeeeg «ore A 


At OF 
ee 


Ce saaneneneneneaeeteneeeetee 


(STI XVI 40 TOUVHOSIG 


f Arle 





INTERNAL REVENUE INVESTIGATION 





INTERNAL REVENUE INVESTIGATION 


irman King. Are you through now / 

Mr. Lyon. Tam, Mr. Chairman. 

Chairman King. That is all, Mr. Hligeins. 

Phe columittee Wants to eXpress ts apprectation 
have elven. 

Mr. Hiceins. Thank you, Mr. Chairman. 

All i can say ts that if we can help each other in making our co 
and the administration of the laws of our country better, I thi 
serves a wonderful purpose to be prin ileged to Sas the few words ] ‘ 

Chairman King. The committee appreciates that, Mr. Higgins. 

And I might say at this time that the committee appreciat 
Know ledge it has of your past record of aptitude and efficiens \ 
Department, 

| might further Say that if the balance of the committee is as 

» of that as I aim, Vou are entitled to noth hey but the h ei 
e of commendation for the services vou have rendered ai 


re sponsible positions you have held li the DBostor area. 
Mr. Higains. Thank you very much. 
hairman Kang. [It appears that the business of the House wi 
the committee to recess, until LO a. om. Monday miorh 
me we will have Mr. Seanlon, the Supervisor of the Dx 
ors office, as a witness, Mr. Foley, the Under Secretary of 
“uUrv, ana perhaps, if time affords, “Ole othe r Withesses, 


The committee is now adjourned. 
(Whereupon, at 1:30 }). Tacs Friday, Octobe 1%). 
was ndjourned until 10 a.m. Monday, October ZZ. 
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MONDAY, OCTOBER 22, 1951 


House or REPRESENTATIVES. 
SUBCOMMITTEE ON ADMINISTRATION O1 
roe INrerNant Revence Laws or rn 
CoMMITYTEE ON Ways Ann MEANS, 
Washington, D. C. 

Phe subcommittee met at 10:15 a.m.. pursuant to recess, in the main 
hearing room of the Committee on Ways and Means. New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King, O’Brien, and Curtis. 

Present also: Adrian W. DeWind. chief counsel to the subeommit 
tee: Bruno Schachner, special counsel; Stanley S. Surrey, special 
counsel: Charles Ss. Lyon, assistant Coul sel: Donald s\ hapiro, assist- 
ant counsel: Joseph l 1. Flom. assistant cou sel: bia J tthes W. | dow 
hinge. chief investigator. 

( hairman KING. The subcommittee will be it a ler 

Is Mr. John J. Callahan here? 

Raise your right hand. Mr. Callahan. 

Deo Vou solemnly <wear that the test mony vou 
» will be the truth, the whole truth. and noth ne but t 
you Crod ¢ 

Mr. Catnanan. T do. 

Chairman KING. Please be seated, 


TESTIMONY OF JOHN J. CALLAHAN, SPECIAL AGENT, INTELLI- 
GENCE UNIT, BUREAU OF INTERNAL REVENUE, BOSTON, MASS. 


Mr. DeWInp. Mr. ( tllahwan. \\V 
name, please / 
Mr. Carnanan. John J. Callahan. 
Mr. DeWixp. And your address, please / 
Mr. CaLtaHan. 22 Woodside Road, Medford. Mass. 
Mr. DeWinp. Mr. Callahan. you are a special agent of 
relic > Unit of the Bureau of Internal Revenue / 
. Cartanan. Yes, sir. 
DeWinp. You are stationed in Boston. 
r CALLAMAN. Yes, sir. 
r. DeWinp. Mr. Callahan, have vou been a 


t | hit to mnake nvestivations hn cone 


mob le operations ( 


CantaHan. IT have. 
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Mr. DeWrnp. In the course of those investigations, did you le 
of an automobile, Cadillac automobile, that had been purchased 
Mr. Denis W. Delaney, the former collector? 

Mr. Causanan. I did. 

Mr. DeWinp. From whom was that car purchased ? 

Mr. CarzaHan. Ferry Street Motor Sales, Malden, Mass. 

Mr. DeWinp. Ferry Street Motor Sales Co., in Malden, Mass. ? 

Mr. Cavtanan. That is right. 

Mr. DeWinv. Mr. Callahan, could you pull those microphones 
the desk a little closer to you, and I think we will be able to hear bett: 

Mr. Cantnanuan. Yes, sir. 

Mr. DeWinpv. Now, in October of this vear, Mr. Callahan, did y 
talk with Mr. Jordan Patkin ? 

Mr. Carnanan. I did. 

Mr. DeWinxp. Who is Mr. Jordan Patkin / 

Mr. Catnanan. He is at present the principal stockholder and offic 
of the corporation. 

Mr. DeWinp. P-a-t-k-i-n ¢ 

Mr. Cautanan. That is right. 

Mr. DeWinv. He is the principal officer and stockholder of 1 
Ferry Street Motor Sales Co. / 

Mr. Caunanan. Yes, sir. 

Mr. DeWinxp. And did you examine any of the books and recerds 
the Ferry Street Motor Sales Co. ¢ 

Mr. Caunanan. I did. 

Mr. DeWinp. Now, can you tell the committee, did you find a record 
there of the purchase of a 1949 Cadillac by Mr. Delaney ¢ 

Mr. Caunanan. Yes. The records show that Denis W. Delaney yp» 
chased a Cadillac from Ferry Motor Sales on March 29, 1949. 

Mr. DeWuxp. What was the invoice price of that car? 

Mr. CALLanan, $4,500, 

Mr. DeWixv. And how did Mr. Delaney pay for it? 

Mr. Cau nanan. He traded in a 1947 Cadillac, on which he was 
lowed $4,250, and the balance of $250 he paid by check. 

Mr. DeWinp. So that for 8250 and his 1947 Cadillac, he got a rm 
car? 

Mr. Cansanan. Yes, sir. 

Mr. DeWinp. That had an invoice price of 34,500 4 

Mr. Cancanan. Yes, sir. 

Mr. DeWinp. Did vou talk to Mr. Jordan Patkin about that tra 


action ¢ 


Mr. Cansanan. I did. 

Mr. DeWinp. Could you please tell the subcommittee briefly 
what your conversations with Mr. Patkin were ¢ 

Mr. Caunauan. Mr. Jordan Patkin said that Mr. Delaney had co 
to their showroom prior to the date of this purchase, and asked w 
he would have to pay for a new Cadillac, based on turning tn his | 
model. Mr. Jordan Patkin told him that he would have to par » 
plus his old car, 

Subsequently, Mr. Delaney returned to the Ferry Street Me: 
Sales, accompanied by a man whom Mr. Jordan Patkin could 
identify, and they spoke with Mr. Louis Patkin, father of Jor 
Patkin, who is now deceased. Jordan Patkin said that Mr. Dela 
and his father. Jordan's father. and this unidentified individual, 
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nto a private conversation which Mr. Jordan did not take part in, 
ind Mr. Louis Patkin came out and talked to Jordan and said, “They 
know we are in trouble, and they know Uncle Rubin is in trouble, and 
‘wants to get a new Cadillac for his car and $250." 
Mr. DeWinp. Let me see if I understand this. After a confer- 
nce between Mr. Louis Patkin, Mr. Delaney and a third person, as 
t unidentified, Mr. Louis Patkin came out and told his son, Jordan 
Patkin, “They know we are in trouble?” 
Mr. CaLnnaAnHan. That ts right. 
Mr. DeWinp. “And they know that Uncle Rubin is in trouble?” 
Mr. Cannanan. That is right. 
Mr. DeWinp. And then what did he say to his son / 
Mr. Catnanan. He said, “They want to give us 8250 and his 1947 
ir for the new car.” 
Mr. DeWinp. Now, Mr. Callahan, the public-address system here 
apparently dead, and could you raise your voice as well as you 
n, so that everybody can hear / 
= They want a car for 82500" is that what it is? 
Mr. Cannanan. Yes, sir. 
Mr. DeWinp. Then what happened. according to Mr. Jordan 
Patkin ¢ 
Mr. Catnanan. Jordan Patkin said that his father said. "What will 
we do?” And after a discussion on the matter, they decided that they 
would give him the car for $250 and his old car. 
Mr. DeWtnp. So the car was delivered for the old car and S250 / 
Mr. CALLAHAN. Yes, sir. 
Mr. DeWinp. Do the records show how much they were able to 
ell the L947 Cadillac for. how much the Ferry street Motors vot for 
1947 Cadillac ? 
Mr. Catnanan. Yes, sir. 
Mr. De WInp. How much were they able to sell it for? 
Mr. Catnanan. That was sold subsequently for 82.595. 
Mr. DeWinpb. So, on a car on which they allowed 34.250, they were 
ble to sell it for S2.395 ¢ 
Mr. CALLAMTIAN. Yes, sir. 
Mr. DeWinp. Now, did Mr. Jordan Patkin have any idea who the 
rd man might be ¢ 
Mr. CALLAHAN. He said he thought he was a man from the col- 
tor’s office in Boston. 
Mr. DeWtnp. Did he think he was the head of the loeal branch 
lice in Malden / 
Vir. Cannauan. He said he thought he might be. 
Mr. DeWinp. What was that man’s name, the head of the branch 
ein Malden? 
Mr. Carnanan. At that time, it was headed up by a man named 
Murphy. 
Mr. DeWinp. Is Mr. Murphy dead now ¢ 
Mr. Catnanan. Mr. Murphy is dead. 
Mr. DeWinp. Now, when Jordan Patkin said that his father told 
that Delaney knew “we were in trouble.” at that time was the 
ry Street Motors Co. under a fraud investigation ¢ 
Mr. CaLbAHan. Yes, sir. 
Mr. DeWinp. Were you conducting that investigation ? 
Mr. Catbanan, I was 
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Mr. DeWixno. Who was “Uncle Rubin.” do you know, that 
referred to? 

Mr. Carnauan. “Uncle Rubin” is Louis Patkin’s brother, Ruy 
Patkin. 

Mr. DeWinp. What is his business / 

Mr. CALLAHAN. He is also an automobile dealer in Malden, M 

Mr. DeWinp. What type of car does he sell ¢ 

Mr. Carnanan. He sells Chevrolets. 

Mr. DeWinp. What is the name of Rubin Patkin’s company ¢ 

Mr. Cartanan, M. & M. Motor Sales. 

Mr. DeWinv. Can you tell the committee, from the investigat 
you have made, whether Mr. Delanes bought an automobile from t 
M. & M. Motor Sales? 

Mr. Carnanan. Yes, sir. 

Mr. DeWinxp. When did he buy that caré 

Mr. CALLAHAN. He bought one on Noveniber 14, 1949: a 19405 » 
senver Chevrolet coupe. 

Mr. DeWinp. What was the invoice price on that car / 

Mr. CaLnanan. SL727.65. 

Mr. DeWinp. How was that sale made, and what do the recor 
show on the sale to Mr. Delaney of that car? 

Mr. Carnanan. The records show that he paid 8500 down by che 
on State Street Trust Co. in Boston, and was given a discount 
M6407, leaving a balance of 8763.58, which was an open account, a1 
the invoice would show that it was to be paid in 30 days. 

Mr. 1) WIND. The special discount you referred to. of sib. Wor 
that amount to most of the Cross prolit on the sale / 

Mr. Carnanan. That would be roughly the gross profit on an aul 
mobile of that type, of that vear, 

Mr. DeWinp. So that transaction comes down to a S500 deposit. a 
t balance owing of S765 net, after a discount whi h would elimi 
the profit ¢ 

Mr. Catnanan,. That ts right. sir. 

Mi [i WIND. Now, What lo the records show as to the pavinrel I 
the balance of S763 7 

Mr. Catnanan. Phat was paid August 3. 1951, by cheek. 

Mr. DeWinpn. August 3, 1951 4 

Mr. Cannanan. Yes, sir. 

Mr. 1); WuUNDb. That is almost = vears ifterthe car was purchased / 

Mr. Cannanan. Yes. sir. 

Mr. 1)) WuNp. Now, in the meahtimne., were Ui\ bills sent to 
Delaney for the unpaid balance 4 

Mr. ¢ ALLATIAN, Mr. Patkin said he sent out statements occasion 
to him when itt was first on the books, but in recent months he hia 
sent out any. 

Mr. DeWinp. When he received the payment in August of 1 
was that after he had sent out a bill, or was that paid without send 
out a bill? 

Mr. CALLAHAN. No: he said that came in unsolicited. 

Mr. DeWinxp. Mr. Chairman, I think that the record should s 
here th il Mir. Delaney has been suspended and then clismiissed ius 
lector of internal revenue prior to August of 1951, 
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Now, at the time of the purchase of this Chevrolet in November of 
1049, were the M. & M. Motors and Rubin Patkin under fraud inves 
tigation by the Bureau of Internal Revenue / 

Mr. CaALLAnan. Yes, sir. 

Mr. DeWinp. Is it a fact. Mr. Callahan, that on October 13. 1950, 
Mr. Delaney traded in the Chevrolet that he bought n November of 

gore 

Mr. CaALLAu AN. According to the records of M. & M. Motors. he 
ha 

Mr. Di Winp. Now, that car was turned in toward the purchase of a 

50 Chevrolet ¢ 

Mr. Cannanan. Yes. 

Mr. DeWinxp. How much was the invoice price of the 1950 car 4 

Mir. CALLAHAN, SLS41.95. 

Mr. DeWinp. And what allowance was made on the old ear / 

Mir. CALLAHAN, SI.606.95. 

Mr. De Wunp. Phe balances oft the pruure hisase price, Then. Was Sv. 4 

Mr. Cannanan. Yes, sir. 

Mr. DeWinp. Was that amount paid / 

Mr. Catnanan. It hadnt been paid up to the time IT looked at the 
records, October 11. 1951. 

Mr. DeWinp. | ~ to October 11 of 1951. the amount had not been 
prra ¢ 

Mr. Cannanan. That is right. 

Mr. DeWinpb. That is the car on which S763 was still owing. and 

was sold 

Mr. Cannanan. No. 

Mr. DeWinp. IT mean the car that was traded | 

Mr. Catnauan. The car that was traded i excuse me. | don 

nk that you ! ive vot that quite strare@ht. Mi DeWind The first 
ir he bought in 1949 had a balance of S763.5S. and that was pariah « 
\ ivtist Be Loo, aha that car was pret dt fo. completely 

\lr. DeWinp. 1} it car Was used Ooh the [oo trace 

Mer. Cannanan. That is right. 

Av Er De Winn. So that it Was traded in. and S1.6000 was allowed 


} 


e trade noa vear before the car was paid for ¢ 
Mr. Catnanan. Yes. sir. that is right 
Perhaps I should make clear, Mr. DeWind. that these two Chevr 


ts were billed to May E. Delaney. 

Mr. DeWinp. They were billed to May E. Delaney ‘ 
Mr. Cannanan. Yes, sir. 

Mr. DeWinp. Who is May E. Delanes 
Mr. Catsanan. | believe she is Mr. Denis Delaney’s wife. 

Mr. DeWinp. Now. in October of 1950. when the second Chevro 
Wits purchased from the M & \I Motors ih Malden. were they <till 
der fraud investigation by the Bureau of Internal Revenue 

Mr. Catnanan. TE couldn't say from memory whether o 

e had been completed and turned i at that Lidiie Phi hatte) il 


/ 


been finally settled, in any case. 

Mr. DeWinp. As I see it. Mr. Callahan, for a cash outlay of SOs3 

da 947 Cadillac. Mr. Delaney was able to purcha- two ¢ eV) 
mda new Cadillac / , 





750 INTERNAL REVENUE INVESTIGATION 


Mr. Cattanuan. How do you arrive at that figure, Mr. DeWind ¢ 

Mr. DeWinpv. $250 was paid for the 1949 Cadillac, $500 was pa 
for the 1949 Chevrolet, $235 was not paid, and $750 was all that w 
ever paid in cash prior to August of 1951. 

Mr. Catnanan. Yes, sir. 

Mr. DeWinv. And with that 1947 car, he was able to get three aut 
mobiles, two Chevrolets and a Cadillac / 

Mr. Cattauan. That is right. 

Mr. DeWinv. All of the purchases had been from taxpayers w! 
were under tax fraud investigation / 

Mr. Cautnauan. Yes. 

Mr. DeWinp. Mr. Louis Patkin is now dead ¢ 

Mr. Cannauan. Yes, sir. 

Mr. DeWinp. Mr. Jordan Patkin is still alive, is that right / 

Mr. Catiranan. Yes, sir. 

Mr. DeWinpv. Mr. Chairman, that is all of the questions I have | 
ask on that. 

Chairman Kine. You may be excused, and the committee wish: 
to thank you for the information you have given the committee. 

Chairman Kine. Is Mr. Scanlon in the room ¢ 

Mr. Scanlon, do you solemnly swear the the testimony you are 
about to give will be the truth, the whole truth, and nothing but t! 
truth, so help you God? 

Mr. Scanton. I do. 

Chairman Kine. Please be seated. 


TESTIMONY OF THOMAS E. SCANLON, SUPERVISOR OF THE NEW 
ENGLAND DIVISION, BUREAU OF INTERNAL REVENUE, CAM 


BRIDGE, MASS. 


Mr. DeWinp. Mr. Scanlon, will you give the reporter your fu 
name, please 

Mr. Scanton. Yes, sir. Thomas E. Scanlon. 

Mr. DeWinp. And your address, please ¢ 

Mr. Scanton. 600 Huron Avenue, Cambridge, Mass. 

Mr. DeWixp. What is your present position? 

Mr. Scanion. Lesa Map in charge of the New England divisio: 
supervisor of division No. 

Mr. DeWinpv. The avila No. 1, of which you are superviso! 
covers all of the New England States? 

Mr. Scanton. It covers all of the New England States: ves, sir. 

Mr. DeWinp. Now, when you say you are the supervisor, cou 
you state just briefly what that means? 

Mr. Scanton. As supervisor in charge of the New England ar 
my duties are as follows: 

To advise collectors and appropriate officials with respect to method 
and procedures for the economical, efficient operation of their office 
to determine the personnel policies with respect to promotions, rea 
signments, appointments of employees to their offices; to see that it 
complied with; to conduct annual examinations with respect to t 
activities of the office and the field, and to install procedures, method 
equipment, in the offices for the efficient and economical operation | 
such offices: to make periodic inspections of their field offices receiv! 
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cash from taxpayers; to conduct examinations of field deputies 
and I believe that would cover it pretty briefly, sir. 

Mr. DeWinv. Then, in brief, you are generally responsible for the 
proper operation and any programs of employment and change in 
the collection areas covered by New England? 

Mr. Scanton. That is correct, sir. 

Mr. DeWinp. How long have you held that position, Mr. Scanlon ¢ 

Mr. Scanion. Three years, September 20 of this year: about 3 
rears and a month. 

Mr. DeWrnp. You are a career man in the internal revenue service, 
ire you not ? 

Mr. Scanton. Yes, sir. I have had 27 years in the service. 

Mr. DeWinv. Could you just briefly summarize some of the prin- 

pal offices you have held as a career man in the revenue service ? 

Mr. Scanion. I have been assistant chief of claims: chief of audit 
n the collector's office: comptroller of the central accounting system 

the collector’s office: and chief of income tax division: supervisor 
of accounts and collections: head of the Planning Division for the 
Bureau of Internal Revenue: supervisor-at-large; and supervisor in 
charge. 

Mr. DeWinp. Now, is it right that you had about 20 years’ expe- 
rience as a career man in the collectors’ offices / 

Mr. Scanton. That is correct. 

Mr. DeWinp. And then, since 1947, your experience has been in 
the supervisory field, is that right 4 

Mr. Scanton. Since 1943; November of 1943, sir. 

Mr. DeWinp. Since 1943, your experience has been in the super 
visory end ? 

Mr. Scannton. | became supervisor of accounts and collections in 
ME), 

Mr. DeWinp. Where were you supervisor in 1943 4 

Mr. Scanuon. In New York, in the New York division, second 
-upervisor. 

Mr. DeWinp. Now, what was your first contact with the Boston 
office ¢ 

Mr. Scanton. My first contact with the Boston office took place 
‘hen I was made a member of a committee, by the Bureau, to examine 
ie Boston office, in view of the report that was made by the Taber 
ommittee, a congressional investigation of 1947. LT went to the Bos 
on office on January 2, LAS. 

Mr. DeWinp. And was it 2 or 3 months you spent in the Boston 
lice at that time? 

Mr. Scanton. We spent approximately 2 months in the Boston 
lice at that time. 

Mr. DeWinp. Now, after that experience, did you have an oecasion 

» make a report to the Commissioner regarding conditions in the 
Boston office 4 

Mr. Scannon. Yes, sir. 

Mr. DeWinp. That was a verbal report, was it / 

Mr. Scanton. IT made a verbal report to the Deputy (Commissioner, 
Maul A. Hankins. and to the Commissioner of Internal Revenue. 

orge J. Schoeneman, verbally. 

Mr. DeWinp. Was Mr. Delaney present when vou made the re- 


to the Commissioner / 
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Mr. Scannon. No, sir: but he came to Washington on March 
14s, and the Commisstoner had me explain to him the condition th 
his office was in, at the time. and Commissioner Schoeneman told | 
that he wanted the conditions to be corrected. 

Mr. DeWinp. Ina word, what was the condition of the of fice / 

Mr. Scanton. The office was backlogged in every department. 

Mr. DeWinxp. It was backlogged in every department / 

Mr. Scannon. Yes, sir. 

Mr. Curris. What do you mean by that?’ Just explain it a litth 
bit more. 

Mr. Scanton. The work in each of the departments—or, La 
sorry, the backlog had been created with respect to the work in ea 
of the departments: and by “backlog.” IT meant that the work w 
behind, it was in arrears. 

Mr. Curvis. And the collector is the general administrative of fic: 
for the office, is that right / 

Mr. Scannuon. Yes,sir. Of course— lam sorry, sir. 

Mr. Currts. In your opimon of the working of the Bureau, th: 
collector is responsible for that backlog ¢ 

Mr. Scannon. The collector is the chief administrative officer of 
collector's of fice. 

Mr. Curr. And the general operation, and seeing that thing 
move along, is the responsibility of the collector: is that right / 

Mr. Scanton. That ts correct, sir. 

Mr. Curtis. Now, how did this report that vou made, this oral re 
port, how did that coincide in time with an investigation made by thy 
Hlouse Appropriations Committee with reference to Mr. Delaney. in 
volving handling of th March of Dimes funds / 

Mr. Scanton. | reported, as I stated previously, on January we ' 
assist in the investigation of the collector’s office, on the basis of th: 
Taber committee report. I was there 2 months, and we answered ea 
specific charge: and then, in addition to those specific charges. I hia 
ny Comment W ith respect tothe condition of the office. 

Mr. Curris. What was that comment ¢ 

Mr. Scanuon. The comment was that the office work was in a 
rears in each of the departments. 

Mr. Curtis. Did you make any investigation to ascertain whet 
there were any questionable or dishonest transactions taking place / 

Mr. Scanton. To the extent that the facts were available: yes, si! 
Insofar as trying to make sure that there were no irregularities b 
tween collector and his division chiefs, we went so far as to have ea 
of the diviston chiefs called before us, and submit an affidavit as t 
the question of irregularities. 

Mr. Curris. But vour investigation, was it confined to those thing 
that appeared on the record / 

Mr. Scanvon. Our investigation was confined at the time to t! 
specific charges, and we ran each of the specific charges down al 
tnade our examination of those, and sent in our report: and in add 
tion to that, I gave this comment on the general condition of the offic 

Mr. Curtis. Well, now, what I mean is. did vou go outside of t 
office and outside of the record, to check on the business operation . 
Mr. Delaney or anvone else connected with the office / 
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Mr. SCANLON. No, sir. We confined ourselves to the Specie ¢ harges 
that had been made, which affected matters in the office which did not 
nany Way range along the ideas that are present 
nvestigation. 

Mr. Curtis. Have you asked what t] 

Mr. DeWINb. No. 

Mr. Curtis. Briefly, what) were 
eport 

Mr. Scanton. I don't know, but as T recall 


ly coming up in this 


(ist ¢ 


specihie cases whic! v had removed from 
<wer to. and widition to that. there 1 
iken by field dep itv collectors wi 
itthatisas faras] recall at thist 
Mr. Curtis. Thi: allo sir. 
Mr. DeWINp. . in Septen 
el the New ; fistriet mp 
e forthe super f the Bost 
\Ir. SCANLON, { orrect. sil 
Mr. DeWinpb 
l mware, of ce 
When vou went 
1 ere / 


\Ir. \NLON, 


fed of eac! 
Mr. DeWint 
there wer 
Vir. SCANLON, 
pare the bas 
Mr. DeWinp 
een out, about ? 
Vir. SCANLON 


] 
/ 
rel 


prepared ! 


doinside of, I 

DeWinp. Nov 
<tarting sSeptenibel 

ted inthe Boston office. i 
e the ofhice to new quarters, gett 

to date: and were those the pring 

\Ir. SCANLON Phat is correct. 

Of course, | would lke to state that wl 

lice there were 54.000 warrants outstand! 

ter came to well over LOO.000, and the 


lsince LO4S. September LO4S to dh 
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the office and the field cleaned up and closed out and completed 234, 
and they have done a wonderful job of bringing themselves up fr 
an arreared office. 

Mr. DeWinp. Now, this program of improvement was a progr» 
that was instituted by you and your assistants / 

Mr. Scanion. With the approval of the Bureau; that is corr 
And we got new space, and we have space that is suitable for a « 
lector’s office, with large open space that is about 40,000 square fi 
on the floor, which gives a better flow to the oper: itions of the offi 
and I would sith that it Improved the operation approximately 
percent, 

Mr. DeWinp. Now, in this program of improvement, what 
the part that Mr. Delaney played in it ¢ 

Mir. Scanton. Well. former Collector Delane Vv cooper: ited. 

Mr. DeWinp. What do you mean when you say he cooperated / 

Mr. Scanton. Well, any matters which we suggested in the way 
improvement, he went along: and, while he sat in at our meetings. 
went alo we ith us, mn order that we would be able to pret them 
expeditiously as possible. 

Mr. DeWinn. Well, that ts, when vou had a program of in 
mient. he cid hot hloek if 4 

Mir. Scannon. That is correct. 

Mir. DeWIUNp. How much time did Mr. Delaney devote to his 
of collector on an average day / 

Mr. Scannon, Well. that would be hard to determine. I think aby 
the best wav to prut it, he was not a full-time collector. 

Vir. DeWinp. He was not a full-time collector / 

Mir. Scannon. That is right. 

Mr. DeWinp. Would he be away from the office frequently, on 
tirely, during the dav 

Mr. ScANton. Many times, 

Mr. DeWiuInp. When he Was In the office, he would spend oO} 
portion of the day, generally speaking: is that right / 

Vir. SCANLON. Well, the best with to put It. he was not ans 

> emplovee, 

Mr. DEWi1Npb. Would it be fair to sav it was a wood deal worse t 
that: that he was a part-time collector that might be a half-a 
collector: is that a fair statement / 

Mir. SCANton. | we uld like to saveia little better than half 
sir. 

Mr. DeWinp. At the outset, at least, Mr. Delaney did not seek 
block vour improvement program 4 

Mr. Scaxrton. No, sir. 

Mr. DeWrnp. Did he have any position contribution to make. a 
did he have any suggestions to make about the improvement of | 
oflice, or steps that should be taken ? 

Mr. Scanton. No, sir. 

Mr. DeWinp. You know this committee has heard testimony 
the past concerning some other employees that might be desert! 
as 3 ene a-day men, and T don’t want to press you, but T judge fr 
what you are saying that Mr. Delaney was something like a 3-hour 
dav man? 


Mr. Scanton. Well. perhaps a little better. 
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Mr. DeWtnp. Well, let us say a 4-hour-a-day man. 

As I see the situation, then, a staff of career people was engaged in 
irying to run the affairs of the Boston office while a part-time collector 
vas contributing nothing except he wasn’t standing positively in your 
vavs 

Mr. Scanton. That is correct. 

Mr. DeWrnxp. In a program of this sort. Mr. Scanlon, you must 
find within an office a number of key people on whom vou can rely 

scarry out the program of the office: is that 1 lrht / 

Mr. SCANLON. That is correct: and we had the . too. and some 

e employees in the Boston offi e. eX ellent. 

Mr. Di WIND. What are the prin Ipal key positions that vou m 

ve good men in to make the office function properly / 


Mr. Scaniton. Every division chief should be «a topnote in. 2 
ey represent the key jobs or positions mn the collect - = office Witl 
t these individuals be ng topnotch men, regard ss of ho would be 
( collector, vou would havea Poo! operat ne offi 

Mr. DeEWinp. Now. above the division chiefs are 1+ offices ? 

Mir. SCANLON Phe « ef office deputy and the a tant collector 
lin both instances we were verv fortunate: and we had a 


] } 1 


Mr. Burns, of wide capacity and knowledge and experience. and we 
ere very fortunate to have him: and n inv of the improvements that 
ive taken place in the Boston office were du to tl work of Mir. 

Burns, as the chief office deputy. and his division chiefs, 
Mr. DeWinp. Mr. Higgins, who testified here. is thy ef field 
puty ¢ 

\Ir. SCANLON. He = Tlie chief field ley ‘ ect 

Mr. Dy WIND. Now. ta prope I" conelus On. \I ~\ ( J ft. 


Vol have il suUpery ~«)] iy | ) =~ soft 


mitv: tt} 


lif vou have these key people that vou have n 
re to run the office, that the office ca 1 run prett 
ector: if the collector is no good. neverthel | 
ntained 7 


Mr. Scanton. That is correct. 


Mr. DeWinp. Car vou expla to the conimitte liryedl >? 

I think has been of some concern vial that WI 

ship between the supervisor and the collector / | oll 
Presidential appointee. ind the supervisor . pres } _ thie 
ve to work together f the collector takes nV part 1 ll: and. of 
rse. if the collector absents hime: f from t ofhice. 

es the problem In one wav: but. if there is a relations p there, 

loes that work / C'nn the supervisor direct thre ollector what 
14 ' 


Mr. Scanton. The supervisor is a representative of the Comm 
ner, and the Supe rvisor’s position Is hot author zed by law asin co] 
tor’s position is, or as a revenue agent's position is, and various 
her positions in the Internal Revenue Code. Therefore the super 
Ol has to depend upon diplomacy, tact, persuasion, and his ability 
vet across the ideas of the Bureau procedures and methods that 
Bureau wishes to be placed in an office. 

Mr. DeWtnp. Does the supervisor have any statutory authority ¢ 
Mr. Scanton. No, sir: he has no statutory authority. 
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Mr. DeWunxp. So far as his relations with the collector are « 
cerned, he is in a sense a diplomat who must negotiate what he wo 
like to vet done ¢ 

Mr. Scanuon. That is true. But, fortunately, I would like to 
fortunately the Supervisors throughout the COURTPS have been a 
due to the fact that we have had a great many good collectors 
wished to cooperate, to do that. 

Mr. By \\ IND, How ETRE) collectors lo you have in youl cli 

Min. Sc \NLAON, Six collectors. 

Mr. DeWinp. You have six collectors ¢ 

Mir. Scannon. Yes. sir. 

Mir. DeWinp. | gather from whi: 
howur-a-d Vv men? 
Mir. SCANLON. Nov sir. 

Mr. DeWinp. Mr. Delany ts not typical ¢ 

Nir. SCANLON, Phiat Is correct 

Nir De Winp Well, do vou fitch thrat othe collector a youl 
tare S- and 1O- and Iv-hour-a-dav men ¢ 

Vir. Scannon,. That 9 ce 

Mir. DeWinp. How about wh wo uv day, Mr. Scant 


i+ hours 


i vet away wit 

Mr. Scannon. TF havent bee le vet. and Lam almost 

( U\ ererhnth “ar. 

Mr. DeWinpo. Well. then. ! rv, What was the picture of 
Boston ollice i the period that Vou W SUp ers sor, and was it ag 


} , 
i) 


Mir Scanton. When I first went in. vou 1/ 
Nine. Dt Winp No. ultel vou | il bee there. let ll 


thre ve 
\Ir. ™ NLON, | would ( iss the Boston oflice W th 
best of the large oflice Chie , e first 
trv—and it has « a long f 
‘ew Tnstances. , 
thev liad v4 
| they had 48,000 
Ltarxpuaver writes 1 
tter look up your reco 
meand out of that 75.0 
they had reduced it to somewhere around 3M 
y program that has been in effect since 1945 
t » office of the collector of inten ul revenue at ie 
~O before the end of the month im whieh the returns 
ceived It was the first for 2 vears in a row they were the I 
] 


large district to have completed their refunding program, the ni 


portion of it. 

Mr. 1) WIND. | understand you to sil \ it has been completed W 
Pweeks from the last date of the filing of returns / 

Mir. Scannon. That is right: the returns which do not warrant 
further mnvestigation or eXamination: that Is true. Bach veal 
have ¢ omiplete d 1.200.000 or better refund items by March 29. 

Mr. DeWinp. You say that was the top record in the country f 
vears / 
Mr. Scannon. For the large offices: ves, sir. 
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Furthermore, the field department, wh ( h had been considerably 
reduced their warrant load to around 43.000, 


wgged down, has how 


j id they came trom last. and there are five other districts now which 


ive a greater warrant load than the Boston office. and their warrants 

re pretty well up to date 

Mr. DeWinp. Then, in vour view, what you 
L950 was a top-ranking oflice. 


it. let us sav. by Lele 


ide little or no pe 


e ba of what 
Mr. DeWtnp. | 
mion,. ! the co 
Tiisnt 
f von 


LN 

tte to 
Mr. DeWINp. | 
Vir. SCANLON. J 
Mr. DeWInp. 

better to have 
Mr. SCANLON, Wi 
erwise somebor 
erone of ti 
Mr. DeWtnp. 
face of dithi 


i 


Mir. SCANLON 
( tirmian Iain 
\Ir. Seantlo 
ortant man / 
\NLON, 
KING 


SCANLON. He 
Chairman King. It is r 
Mr. DeWtnp. Now. Mr. Seanlon. vou 


Threat. while Mr. Delaney bide tno co 


/ 


k your program 
Mr. Se \NDLON, That sCorrect, 
Mr. DeWrnp. Whe did wt Hirst come to vou ittel 


\] Delaney was no lon ver Inaintamming at 


he to interfere with vour program 


/ 
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Mr. Scanton. Well, the only point at which that come in was \ 
respect toa lifting of a lien in the Hollywood Furs Case > and, uly 
being informed of the lifting of this lien, I went to the collector, \ 
Delaney, former Collector Delaney, and to his office. 

Mr. DeWinp. About when was this 

Mr. Scanton,. That was in the early part of 1949, and it would 
be any later than approximately March 9. 

Mr. DeWinp. | see, and now what led you to goto see him? 1 
was the Hollywood Fur case, and what had happened there ‘ 

Mr. Scanton. Hollywood Fur case; and, in other words, he 
alist harged or released the lien that had been placed sommetimie ears 
in 14S; and, in fact, as | understand it, the len had been lifted py 
fO MiV appolhtinent to the supervisor's position Ih New Eneland 
went to see Collector Delaney. I said, "We had agreed that what: 
we will take up will be man to man, and in this particular case T unc 

tana Vo have lifted the lien or released the hen, and I want tos 
you the law, the law under sections 3675 and 3674 of the Intern 
Kevenue ( ode.” 

Mr. DeWinp. This was in Mr. Delaney 's office / 

Mir. Scanton. Right in Mr. Delaney 's office. 

Mir. DeWinp. What was he doing? 

Mir. Scanton. He was sitting with his two feet up on the leaf of 
desk, and Lsaid to him: “Collector, 1 not only want to tell you w! 
the law is, but T want you to see it,” and so L brought it to him and 
showed im section 36735 and section 3674, and I read them to | 
and showed it to ith. and 1 snicl something that Vou thay never hin 
heard of and few people rat have heard of: “In addition to the 3 
and 3674, if vou do anything which is in contravention to the inter: 
reverue Lows or the laws of the United States, under section 3975 thi 
sa Warrant for distress—and it is not a warrant for distraimt: it | 
warrant for distress in which wry collector who dloes hot render 
eco 
office” : and L said, “the thing to bear in mind is this: You have a bor 
ana it you proceed in contravention to the laws, the code and the la 
of the | nited states, you will lose your bona and you will lose ye 


oOunt of niake appropriate collections would be discharged fr 


hotise, ane vou will lose your car, and his feet came down off 
shelf of the desk and he practically stood up ight. and he said: °T 
= the first time I ever heard that.” 

Mr. DeWinp. This was in March of 19494 

Mr. Scanton. Or prior to March of 149; ves, sir. 

Mr. DeWinxp. You told him specifically and directly that diseha: 
ng liens without getting the tax paid was an illegal activity ¢ 

Mir. Scanaton. That is correct. 

Chairman Kine. And his feet came down off his desk / 

\MIr. SCANLON, Yes, sir: and he almost stood upright. 

Chairman Kine. He evidently had not known that he was pers: 
ally responsible for illegal acts he committed as coblector. 

Mr. Scanuon. That is what he said, Sir. 

Chairman Kine. And he had never read the book, in other wor 

Mr. Scanton. Well, he got a chance to read it that day. 

Chairman Kine. You read it to him. 

Mr. Scanton, Not only read it to him but I handed it to him. 
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Chairman Kine. It was quite evident from his reaction that he 
ul not read it, or he was not aware that such a section existed in the 
uw ¢ 
Mr. Scanton. IT would say that, sir. In addition to that, there were 
ises Which were running, or in connection with which the expiration 
f the statute of limitations was not too far away, and the next time 
| went out, which was in May, I went into his office, and I brought 
veral members of my stath, and we brought in the division chiefs, 
1 | explained to them that we had to have e thes 
Livers of the statute of limitations in each instance w! 
expiring with respect to accounts of the office. 
| irthermore, ( ‘ollector, if vou do not take th 
rn vou that vou will | your bond.” He i 


colle tion or 


I 


ere the st 


} “dds 
Phpdewerad le 


tron of each of the divi i chiets to the 
ch | wished to pout ! 1 bye pret NH. 
h = bond. 
birman KING HH Wits more rnterested 
tion on his bond would be than he was 
aid what he had to do? 
Mr. Scanuon. | wouldn't want 
ngressman., 
Chairman Kine. His feet came 
mad and what it meant, the loss of his hony 
sets, and then his feet came off the ce =k. 
Mr. Scanuon. That is correct. but what | w: 
t. aside from the official side of it. he had mo 
mipress him with what would happen 
Mr. DeWinp. Up to this time the office look 
i ise of that Del ine y looked pretty ood tis ft 
\Ir. SCANLON, That Wis early 1949 when we 


ts out, and we had 1S ollices outside im wh 


plovees had ho adequate protection in the rece pt ol 
about that. and that seemed to be the first thing 


e was a collector. he was a Presidenti’l Ippornter 
ead been put on notice and the idea was to help those 


» were taking cash in the outside ollices, hich fheot 


taxpavers, because cash could have been | 
program in which we put in cash cages wit! 

hines to assist in the taking of cash in each « 

es of the district of Massachusetts. 
Mr. DeWinp. All of the eredit for that program goes 
tor: is that right / 
\Ir. SCANLON. No, sir: it woes to the Bureau. 
Mr. DeWinp. But to the public, as far as the public is concerned, 
Delaney was getting glory and the career men were doing the 


Re 
KK. 


Mir. SCANLON, Well, we would be only too glad to give the « ollecto 
wlory. All we are interested in is vetting the job done. 

Mr. DeWinp. After you spoke to the collector and told him that 
gal activities such as discharging lens and letting the statute of 
tations run without getting a waiver might cause him to lose | 
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bond and his house and his automobile, did you feel then that probab 
you had gotten the situation straightened out ¢ 
Mr. SCANLON. Well. the next time we had uny contact along the 
lines was in June of 1950: and. in view of the fact that his return h 
been requested by the Bureau and the revenue agents—and, in fa 
his 1948 return was a sample audit return—both Mr. Kelleher, w! 
was the special agent in charge, and myself urged him to put his 14 
return in, so that we would know: in other words, there would 
continuity of having his return before the revenue agents. 
Mir. DeWinp. Mr. Welleher is the agent in charge of the Intellige: 
Unit! 
Mir. Scanton. The special agent in charge of the New Engla 
Division. Intell vence | nit. 
\lr. DeWinp. You “iN he spoke to ¢ ollector Delar e\ about his « 
M40 tax return / 
Vir. SCANLON, Separately: that sright. 
Nir. DeWinp. And-s ivrvested that he do what / 
Ving Seannon,. That he give his return to and ask t! 
ree LOeNN he : 
Mr. I IND. Now, as discharging liens was concerned, 
ly 140 that he couldn't discharge lit 
Lj the tax pata, cial he vo on discharging lie 


in naddition to warning him. we had wat 


issistant collector, Mr. Burns, that in any 


] 


isu len discharg@ed, we wanted that hen 


mWinp. So. vou had directed that that situation be survey: 


, SCANLON, Phat is correct. 
Doe \W IND. Now. Is that ai example of the sort of thing 
to eurtrer, the load of not hav ne leadership in the office. 1 
vd that mes, and you were trving to keep the collect: 
is LT see it 
Scanton. Not only keep him straight but keep primarily 
ind secondarily the collector. 
Vir. DeWixp. So that beth you and Mr. Higgins and other peop 


e were eng wed mn « heckn yup to see that the collector 


Well. | W shed to leave ho loopholes In so Tal 


exact lv. Are you familiar with the testimony of M 
he vave here: that on several occasions Mr. Higeins = 
collector im connection with the discharge of liens 

him 2 memorandum pointing out that it Was a p 

ase since it seemed sure that the tax would be collect 
f the hens were left on’ In that case Mr. Higeins testified the c 
lector returned the memorandum to him and told him not to send ai 
more memoranda like that. 

Mr. Scannon. IT hadn't heard of that, because, had I heard that 
the time it had gone back, we would have made sure that the lien h 
been placed back on. 

Mr. DeWinp. Did you have any other occasions to direct the co! 
lector’s attention to the duties of his office / 

Mr. Scannton. Well, as often as possible we tried to have him at | 
conferences so that he would know just exactly what was being 
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complished in the various divisions: and each of the times, particu 
larly with respect to cash safeguards, we had him present so that each 
of the division chiefs and all of those who were at the meeting would 
have not only the admonition of the Supervisory force but also the 
idmonition of the collector, and in each instance he did advise them 
ind warn them that they were to at all times follow the procedures 
outlined with respect to cash, and in tact he was vers expeditious in 
ending any case of Suspicion tothe speci | vel t’s office, and that 

ne factor that made a person beheve that. if 
e the others wer nvestigated, he would be a 
Mr. DeWinp. Now, | Boston office, « 
talf constantly in the « 

Mir. SCANLON. 

onstantiv in t! 


Mr. De Winn. ul 
Mr. Scanton. Well, 
Vier. DeWinp. Yo 


titi rn 7 


t hear aire 
Ee WIND Yi 
hout “Collie ¢ 
* SCANLON 
Ieneland aa 
\Ir. Ly Wixnp 
lice vou felt ve 
Mir. SCANLON. 
e but Thad five 
Ir. DeWinp. Ne 
‘ t| ol 


tliat 
vould serve 


hycat lL hiave t¢ 
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Mr. DeWinp. I gather what you are saying is that an office 
that kind deserve a little bit better leadership than it received ¢ 

Mr. Scanton. Than it did receive: that is right. 

Chairman Kine. ‘To say the least. 

Mr. Scanton. Yes, sir. 

Mr. Curtis. What are the facts about Mr. Delaney’s own tax retin 
for 1946 and 19474 We have had some testimony here that 1 
originals were not to be located, 

Mr. Scanuco nx. Well, I understand that is trne, sir. As T recall t 
circumstances with respect to his 146 and 1IM47 returns, one of 1 


speci il wenhts early in 1950 asked me to come to the Boston office 


find the returns of Mr. Delaney because the Bureau of Internal Re: 
nue had asked for them. I went with the special agent, and we d 
not locate the returns of Mr. Delaney. Hlowever, he stated that 
had- I believe lis office rot iN) touch with him and he Wiis Ih Barb ! 
ton at the time, and they vot in touch with him and he stated he wo 
be bv kk Monday. ana in his desk he had the coptles of those = ver 
returns. When he came back on Monday, at that time the spe 
agent took over and. as T understand it, they made up duplicate rm 
turns on the basis of his retained copies. So far as I know, the 
havent found the ol winals slhce, 

Mr. Curris. Now, that was after we amended the law so that 
return did not have to be notar ized: was it not / 

Nir. SCANLON. Phey were the vears of certification, I believe, sir. 

Mr. Curtis. Ordinarily who should have found out and notice 
that Mr. Delaney or ans other taxpaver who had been regularly filin 
returns in previous vears had not filed their income-tax return ‘ 

Mir. Scanton. [ beheve that would be found as the returns we 
through the various operations of the office, but that wouldn't alway 
be true, and it is possible that the returns had gone through to t! 
ultimate resting place, ana they could have been surveyed propel 
and then he could have or someone else could have removed the retur 

Mr. Curtis. Well. my experience has been that when a taXpavel 

the income-tax rolls and the year arrives that he doesn’t ma 
una mavbe for some eood reason: maybe he doesnt hie 
mt he is contacted by the collector's office and notific 
snt there, ana wirned of the penalties, Now. the 
are handled by whom ¢ 
ScANLON. You mean where they ask whethe you have fi 
ah income-tax return / 

Mr. Curris. Yes. 

Mr. SCANLON. They mre usually handled 1h} the Mcome-tax civ Isle 
Now, [T might add that such a matter could not arise at the preset 
time because we are provided by mimeograph information return: 
the nature of Mr. Delaney’s to be surveyed by the revenue agents, t 
mimeograph pertaining particularly to the fact that no return 
escape the survey by the revenue agents. 

Mr. Curtis. When was that inaugurated / 

Mr. Scannton. That was inaugurated in 1950.) In other word 
when a return is ina block of 100 or less returns, of revenue agent 
it is coded as revenne-agent returns, and they will be surveyed by 
revenue agent or group of revenue agents, and if a return is miss! 
the office has to provide that return ora reason why the return is mi 
ne and an acceptable reason, either down in the Bureau for statist 
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| reasons or over with the revenue agents for eXamination.and in any 
ent as soon as the return or returns come back from the Bureau or 
revenue agents they are then turned over to the individual who 
ide the survey to make sure that there 1 wn be nobody escape 
Mr. CURTIS. Now. In the cnse ot Nir Delanev’s returns for these 
irs in question, which |T believe were 1946 and 1O4T7. 

e to get any evidence either that t! 

hia they were not 7 
Mr. Scanton. The only e 

the copy, the two retur 

ect to that when we } 
ictice after he had made his retour 


ers ollice. or to thi 


ol 
i them stamped thie cheny 
iti 
Mr. Curtis. Were tl 
Mr. SCANLON. Yi 
ohne stance, and | 
wniber the st hip at 
Mr. Curtis. You ha 
em 
Mr. Se ANLON. No, : 
Mr. Curtis. That is al 
Chairman King. Mr. Seanlon. have 
Yperrence you have hac that explo wiol 
perhaps giving statutory authority to s 
ireas 
Mr. Scanvon, Sir. that is a matter of pol 
elon. 
Chairman Kine. What do you think? 
Mr. Scanton. Well, do you mind if Lexpand « 
Chairman King I would appreé ute it. 
Mir. Sx ANLON. My tho wit is this, 
over the years mucl through 
Supervisor 
re Thay heat 


I red 


the hintter ana report ttothe 


up the cudgels, But 


ervisor is required to b 
utory authority IIs 
l walk into an offic 
Government and an ind 


veh ihe Por erto acl\ ~e | 


° 
resolved in the Bureau 

er difficult for a man Nn mV pos ( 
el ith respect to whether it she 

\s vou know, the post vl oi Spectors nyre 

the experience has n with resp 

nore cooperatlol than 

er be wn postition to stay 

t would be the result f there were a st itutory author 
k that you would find that in connectio 
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that have been mentioned we went further as though we had the stat 
tory authority. 


Chairman Kune. 
Mr. 


But it did not work, 
SCANLON. Well 
Chairman Kine. 

Mir. SCANLON, 

Chairmat 

Mr. 
Bure 


tent 


At least good, sound advice was ignored. 
Phat is correct, but the chances 

KING. 

\NLON, 


mptot 


ee 1) 


t 


That was as far as you could go, was it to advisi 


lo advise and to naturally call the attention of 
motter, and the Bureau would advise 


on of t} 


>and call the 
e collector to the fact that he has rot to live up to the 
ind regulations. Of course, sir. when an individual ts « 
|. s office. it I clithes 


lt to determine whether 


Wledoe of met 
mt have been 


ire powerle 


‘) iit our Supe! 


» be 


t 
\] ( TT 


Have vou eve 
Mir. Scanton. TL have, promot 
Lorbrpren 


} } 


hintters there 
werel t 


Did vou know \ 
Well, S11 


hitent 


Warra 
Vit i] recommenced / 

° | hnevel isked VV \ they were recopint 
stopp he “Ome Tf il | didn't think - 
(bout how many did 


i Vou 


lose Were 


<ToOw, do Vou recall / 
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Mr. Scantox. TL would Suu\ that roughly perhaps evel 
at were stopped, and im addition we have reduced four o1 
e have taken them out of the held division ay a put them in 
or inefliciency. 

Mr. Curtis. I think the record should show that at thi 
efore the Appropriations Committee, on the appropriatio 
49. in that connection they have in orporated in their hea) 

1) 


' , 3 « pes 
tter, auhiadd it is labeled Perso ‘i. 1) ternal evente priv 0 


ted February 25, 146, to Mr. Delaney, collector, 4 
Burns. chief offi e dep ty 
onsiderit promotions the field, I thought y 


of employees who } | send al ner ekets for he Hlanneg 


| helleve Mr. Hannegwat Was Democratie \ ito} rl ¢ lisy rh} 


me and not the collectoy of internal reve) eo and | 


ssome time prior totiiat. 


Mir. Scannton. That is correct. 


a 
for 
Pyar 
il i 
Jo IE 
' ; 
il i 
' ‘* 


Mr. Curtis. Mr. Chairman. I would also like to have e record 
ow at this time that in these same hear nes of the Appropriatio 
{ olnmittee, they HCOPpPal ited a letter written October OL] 
\Ir Denis W. Delan eV to Matthew J." onnelly, secretary 1e Pres 
lent. This letter was written at a time that Mr. Kraemer. collector 
Hartford, Conn.— 
Mr. Se\nuon. Hartford: yes, sir. 
Mr. Curtis. Was having some ditliculty. in that he had bee reed 
! accused, ut least, of viol iting the Hat Act. and that letter i 
lows: 
iM You 1 res that I talked with you res dit KF} I 
toro nteri revel for Connecticut, and |} lithic t\ 
Frank ed me this nd informed me t ‘ . 
he \l nev Cpe C)f{lhes ‘ he oflice { I ‘ ~ 
Connecticut, Ww Lisapopoe be Adrian Mahe rhe | ‘ g 
ened as ve ( ! Kraemer t | \l W 
ise to the grand nad en na 
l do ne ! wha ‘ i t does appx | 
S Tein pe ail l I es il \ 
I enh pass >| IX ‘ 
Witl v I 
And the letter was written by Denis W. Delaney, 
Chat is all, Mr. ¢ Linh, 
CHARMAN Kinc. Mr. Scanlon. on behalf of the committe | 
nt to thank you for coming dow) here and test 1 \ he toda bh dryset 
rs on which you have been quest Orie l. You perso ity have hina 
e and commendable career in the reve e service. and the co 
ttee has been grateful to receive the information that vou have 
Veh us concerning the operation of the Boston collector's office We 
ve been very interested to hear from you that the office as a whole 
been doing a creditable job, and we are also interest | ir 7 a 
it the offi eis attempting to « ry oO) nthe sar Pashiol eSpile ie 
oll and damagn oO blo to morale enused by the eonduet f forme} 
ector Delaney. Tam sure that you understand that the coma ' 
fully aware that the ereat majority of the emplover t ( 
es of the Bureau of Internal Revenue in Boston at Shout 
countrys ire hard working and honest. There Chie me il 
portant task of collect ne a huge amount of mon TiaNXe 
91550—52—pt. 1 19 





766 INTERNAL REVENUE INVESTIGATION 


they do it lovally and honestly. The committee appreciates that ¢! 
collection system, the largest in the world, could not function uni 
in each office there was a hard core of honest and capable supervise 
officials. Mr. Higgins, who testified here last week, exemplified | 
group to the committee. They hold the office together, and they ou 

the work of the conscientious employees in the office and it 1s thy 
task to keep the system going when the top official of the office, 1 
collector, is derelict or falls behind in his duty, and in fact our coll 
tors’ offices have been able to survive the shocking situations produc: 
by Mr. Finnegan and Mr. Delaney only because there exists in ea 
office this group of loyal, honest employees who carry the office alo: 

This committee fully appreciate the difficulties of conditions und 
which these loyal employees work. It realizes the pressures, 1 
problems that they must face when they begin to realize that t! 
office has been handed au rian deficient and Incompetent. li is a ore 
tribute to the majority of the employees in the collectors’ offices t! 
these ollices still function effectively despite the severe blow to th 
morale that must necessarily result from the deplorable activities 
Mr. Finnegan and Mr. Delaney. 

Iam sure that we will all agree that these career officials and the 
subordinates deserve to be led by the most capable top officials t) 
can be obtained. IT should also say that the committee has been fave 
ably impressed by the quality of the investigative work done by t 
agents of the Intelligence Unit assigned to the Delaney case. M 
lerardi and Mr. Callahan have testified here, their testimony he: 
at least demonstrates the skill and the persistence needed for suc! 
task. Unfortunately, the testimony before this committee in t! 
Delaney and Finnegan and Olson cases indicates in some offices 
the internal revenue service the top officials have very serious 
betrayed their trust, and thereby betrayed the employees in th: 
offices. It is the committee’s task to ascertain as fully as possi! 
where and whv this betrayal lias occurred and what can be don 
correct the system so that those career employees who are loyal 
honest can have the leadership that they and the country ar 
titled to. 

I wishtothank you. Mr. Scanlon. You can step dow 

Mr. Scanton, Thank you very much. 

Chairman King. The committee will recess for 5 minutes. 

Chairman King. Mr. Foley, we are interested In asi ertainine ! 
you as much as we can about certain procedures of the Treasury 
partment, We realize that you were hot Ina position to be respons 
ut the time of Mr. Delaney’s appointment, but we are interested 
ascertaining as much as we can as to the procedures which follo 
nomination or as to what is done after a nomination is made, on 
to a nomination, of a collector of internal revenue, in determining 
fitness and integrity to suit the position of collector of inte 
reventie, 

Mr. Counsel, you can proceed. 


t 
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STATEMENT OF EDWARD H. FOLEY, JR., UNDER SECRETARY OF 
THE TREASURY: ACCOMPANIED BY CHARLES OLIPHANT, CHIEF 
COUNSEL FOR THE BUREAU OF INTERNAL REVENUE 


Mr. DeWinxp. Mr. Foley, I wonder if you could tell the subeo 
ttee Just what procedure = fol] dinthe inve { ) ominees 
the job of collector. 
Mir. Fotey. In general, Mr. Chairman, when a 
the Department for the ippointment of a Pri 

eis turned over to one of the several investigating age 

partment. Inthe case of the Bureau of Internal Reve: 

rected to the Chief of the Intelligence Unit. Mr. Woolf. who. 

¢ 3) haree in the 


forwards the request to the special agent in charg -~p 


irarea where the nom nee or the applic: nt happer sto reside. 


\ very comprehens ve eXamination is made of the character, the 


tv, the competence, the background, the credit, and all o 


] ] 
have some bearing on the ithe 


er aspe ts that might 
is been suggested for the position. 
it report is forwarded through the spe 
li telligence Unit i Washingtor » Who 1h 
ler See retary, where it is appraised, 
| veneral, that. L think. is the procedure that we follow 
Mr. Corvis. When was that procedure instigated / 
Mr. Foury. So far as I know, that procedure has bee 
Department > long a { tad nay r to 
ment, Which goes bas 
Vir. DeWinp. In the 
was it, Mr. Foley 
. Fotey. It was. 
DeWinp. Whi 
Fotey. The nn 
st 1945. I mis 
I was on mi! 
nvestigation. 
DeWinp. Hov 
Forry. |] 


port of the 


oOruary 
DeWLxp eather trom what you sa) 
disclosed some matters that req 
‘re sol 


ppomtment 





768 INTERNAL REVENUE INVESTIGATION 


Mr. Fotey. There were, Mr. DeWind., ves. 

Mr. DeWinn. Could you outline what those were / 

Mr. Fortry. | will be very vlad to. 

Lthu k probably the best way for me to do it Is to refer to the 
clusions and recommendations at the end of the ~pecial agent's rep. 
Vhere the special agent says that his investigation has disclosed \ iris 
legal actions which tend to reflect unfavorably upon the applicant. 

Phere he is referring to some financial cditheulties that Mr. Dela 
had as a result of a failure of a subcontractor on a school construct 
job in Winchester, Mass.. in 1933 and subsequent embarrassment t 
was caused to Mr. Delaney by the closing of the banks in 1935. 

iar goes on, and he SuVS that 


Whether or not the judgme! ts outstanding against I | 
irising from a tinancial disaster which occurred over 0 wrs ago come \ 


the meaning of the phrase “without just cause” merits consideration. The o 
of the ruling is undoubtedly expressed in the quotation, and Delaney’s rece 

State Administrator of Work Projects Administration having revealed no 
lif ities justifies anticipating the continued liquidation of outstanding it: 


in a manner that will avoid both embarrassment and undue anne) 
the Department 
o mitigate the seriousness of these outstanding judements, Delaney’'s wi 
iqguidate indebtedness of such ancient origin is in a sense commendat 
current existence of unpaid obligations, while constituting an obst 
tends to evidence his incorruptibility as State Administrator ot 
ects Administration, 
is highly regarded, and his character and reputation are exces 
ovalty to the United States Government is unquestioned. His 
‘in an executive capacity, handling large groups of employees and s 
ix eXtensive operations, shou be of creat value in the position for wi 
is being considered 
Therefore, being of the opinion that t outstanding judgments against 
b quidated without embarrassment or annoyance to the Deprrtme 
ved that favorable consideration ould be ¢ n te the applicat 


Delame Vv ior the pos tion of collector * int li revenue 


Now, there is in addition to that a Supporting memorandum « 
the 26th of August 1943, submitted by the special agent-in-charg 
the Massachusetts area, who Is the iin ecliate superiol and supel \ 
he report to which T have just referred. 

Mr. ¢ URTIS, Was that avent who 1h ule that report ~omeone lo 
in the Boston district ? 

Mr. Foury. He was a special agent in the Massachusetts dis 
He did not come under the Supervision of the local collector of i 
revenue. He was under the Ch ef of the Intelligence Unit. 
Woolf, here in Washington. 

Mr. Curtis. What do your files show as to letters of endorseny 
Mr. Foutey. There were several letters of endorsement from vai 


ol the rent who mince t 


sources, Legion sources, labor sources, congressional sources. 

Mr. DeWinp. Is it a fact, Mr. Foley, that Mr. Delaney filed a 
tion mn ba kruptey in [44 

Mr. Foury. That is correct. 

Mr. DeWinp. At the time of his appointment as collector of inte) 
revenue, had he been discharged from the bankrupt: vy, or was he 
in bankruptey ? 

Mr. Foury. He had not been discharged, and I would like here. 
the purposes of the record, if ] mav, to refer to what the report 
in that conne tion. 


Mr. DeWind, I don’t find the exact reference that IT am looking 





in locate it and supply 
he effect that a pet ' 
ne petition, Delane 

nh. apparently, t! 

on Was concerned, 
take advantag 

Mr. DeWinpd 


ited that | 
egligence 
petition te 
Foury. |] 
DelWiInp 


fos! 


I 


Vir. DeEWIND. We 


\] 


{ t isa ShiovV | 
1 —_ 
Vir. DeWinp. Dor 
iiV Lenixe enre of 


Fotey. I dont 
* Mr. DeWind 


\ 
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Mr. DeWrnp. Had any decision ever been made by the court on | 
truth or falsity of those charges? 

Mr. Fotry. No, I don’t believe there was any decision by the cor 
As I say, the thing just lapsed, and Delaney never was adjudicat 
a bankrupt and did not take advantage of the petition that h 
originally been filed, many years before. 

Mr. DeWinv. Apparently the trustee requested an opportunity 
investigate those charges. I think the special agent’s report sa 
that due to the lack of assets the investigation had failed to » 
terialize. 

Mr. Fotxy. That is right. 

Mr. Currts. May I ask a question there ? 

You speak of charges there by the trustee or a referee in bay 
ruptey. 

Mr. Forry. There was a trustee and a referee. Here is what 
says: 

Delaney filed a voluntary petition in bankruptey with the clerk of the Unit 
States District Court at Boston, Mass., on April 3, 1934. The petition w 
accompanied by a statement representing claims of creditors, exclusive of 
surance companies, totaling $28,012.80, with no assets available. 

On December 3, 1934, Oscar E. Jackson, referee, reported to the court t! 
he knew of no reason why the bankrupt’s application for discharge should 1 
be granted except as set forth in the trustee's report. John J. Fox, Jr., trust: 
had submitted a report filed November 22, 1934, alleging that Delaney | 
received large sums of money during the 2 years preceding the date of | 
bankruptey, the actual expenditure of which he would be unable to ace 
satisfactorily; that the schedules of assets and liabilities tiled by Delaney w 
not a complete and true statement; that Delaney had a private bank acco. 
which he sought to conceal; that Delaney had refused to submit certain reco 
to the trustee for examination; that Delaney had preferred certain credit 
in a substantial way within 4 months of the date of the bankruptey; 
requested an opportunity to investigate any or all of the foregoing charg: 
On December 26, 1934 at a final meeting held at Salem, Mass., the trustee w 
discharged, and all records were transmitted to the court together with 
referee's report. 

John J. Fox, Jr., an attorney, was interviewed with reference to the 
gations contained in his report as trustee and said they were based upon he 
say rather than factual evidence. Due to the lack of assets the investiga! 
recommended failed to materialize; and subsequently no evidence has ev: 
been disclosed supporting the allegations 

Despite the interence which might be drawn from the referee's report 
December 3, 1934, stating “he knew of no reason why the bankrupt’s applicat 
for discharge should not be granted,” Fox explained that Delaney failed to apy 
for discharge within the period prescribed by law and therefore failed to xz 
relief from his creditors. Delaney contirmed this fact and explained that 
attorney, John J. Costello, was responsible for the technical oversight. I 
difficult to reconcile the nonappearance of the application for discharge ir 
file at the office of the clerk of court, United States District Court, Boston, Ma 
with the statement of Referee Jackson which at least implies such filing. ‘| 
failure to observe this technical requirement prevented Delaney from obtair 
the desired relief from creditors and is responsible for numerous suits du 
ensuing years which will be presented. It also created the necessity to ques! 
Delaney with reference to the final disposition and present status of all credit 
claims contained in the original bankruptey petition. 

Mr. DeWrnp. Now, apparently that: statement that he had be: 
unable to obtain discharge because of the oversight of his attorney \ 
accepted at face value despite the memorandum at the chief couns 
ollice stating that that really wasn’t a bar to either getting a dischar; 
or Withdrawing a petition. 

Mr. Foury. Well, at that late date, Mr. DeWind, some 8 or 10 yeu 
later, and Mr. Delaney, as I understand it, having no desire to be ¢ 
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iarged as a bankrupt at that time, the matter was allowed to rest as it 
as in the court. where the thing had been ly ing dot hist for more than 
years. 

Mr. DeWinp. Well, Was any col sideration vive in the investigation 
sto possible alternative reasons why no discharge or withdrawal had 
Pen sought, other than Delaney ue ow n explanation 4 

Mr. Fotry. Not so far as I know. 

Mr. DeWinxp. Have vou been informed, Mr. Foley, that the entire 

tile in the bankruptey matter has disappeared from the Federal dis- 
et court in Boston / 

Mr. Fotry. Well, that is what [ just read. Apparently the special 
vent Was unable to find the records. 

Mr. DeWInp. Well, I think the sper ne agent did find some records 

that time, but I was re ferrn rton subsequent disappearance, 

Mr. Fou , 3 dont know anything about that 

Mr. DeWinp. I believe the reference is to records in the special 
vent’s report which cannot be found. 

Mr. Foury. Nothing n this file would ine *{ . s the 
tuation. 

Mr. DeWinb. I wonder if you or perhaps Mr. Oliphant have heard 
ivthing about those files disappearing ¢ 

Mr. Fotey. I don’t know anything about the disappearance of any 

tiles, Mr. DeWind. 

Mr. CURTIS. Now, was all of this information about Mr. De lanev’s 
xperience in the bankruptey court disclosed to the Secretary of the 
lreasury and to the President of the United States prior to his ap 
ointment as collector / 


Mr. Forry. There is a memorandum here, addressed to the Secretary 
f the Treasury to this effect: 


Attached is a recommendation for the nomination of Det 
ector of internal revenue in Boston, in which [ concur. 


Phis is dated the 7th of December. It is addressed by the 
Secretary of the Treasury to Secretary Morgenthau : 


He has the necessary political support 

Delaney seems to be highly regarded in all quarters in Bostor He made an 
cellent record as WPA administrator for Massachusetts Ile starte as a 
k-and-shovel man with CWA in 1933, after his contracting business had failed, 
d worked up to the job of State administrator The only blot in his record, 
hich has caused delay in recommending him, is that he filed a petition in 

kruptey in 1933 and until recently had two judgments hanging over his heat 
hese have now been satisfied. The petition in bankruptcy still stan: of 
ord, and the lawyers advise that it cannot be withdrawn without substantial 

iv. He was never discharged from bankruptcy due to the neglect of his 
ttorney, who also embezzled some of Delaney’s funds. Delaney has spent 
0 years living frugally and paying off his debts piecemeal. His failure in 1933 
is due to the default of a subcontractor and bank closings. I think it will be 
good appointment 

Mr. Curtis. Who signed that ? 

Mr. Foutry. It was s ened by Herbert E. Gaston, Assistant Se retary 
fthe Treasury. 

Mr. Curtis. And was there any communication addressed t 
resident / 

Mr. Forey. Yes, the usual letter of transmittal of the papers sup- 
rting the recommendation for nomination went to the White House, 
d that merely pointed out his experience and his recommendations. 
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Mr. Curris. Did that disclose this bankruptcy matter ? 
Mr. Fotey. No. Ishall read what it says. 


Dear Mr. Prestpent: I have the honor to recommend the appointment of M 
Denis W. Delaney, of Lawrence, Mass., as collector of internal revenue fol 
district of Massachusetts in place of Thomas B. Hassett, resigned 

Mr. Delaney is 47 years of age. He engaged in private enterprise prion 
his employment with the Civil Works and Emergency Relief Administrations 
Massachusetts. From July 1, 1955, he served with the Work Projects Admin 
tration as assistant director and director, regional engineer, and later as Sta 
administrator, where he made an excellent record. His experience in an execut 
capacity will enable him to ably discharge the duties of the office of collector 
internal revenue for the district of Massachusetts, 

Mi Delaney is endorsed for appointment by Senator Walsh at 
McCormack and Lane, 

I am transmitting herewith a nominatio 

moll Tl 


lly yours, 


Hl. MorGcgentHan, J 


I might say, Mr. Curtis, that Mr. Delaney had previously bee 


nominated by the President and approved by the Senate for the olli 
of administrator of WPA in the State of Massachusetts in the vea 


1i)e3) 

Mr. DeWixp. Mr. Foley, do either of those two memoranda yo 
have just referred to make any reference to either charges of larceny 
or embezzlement that had been made against Mr. Delaney after his 
petition 1 bankruptcy had been tiled ¢ 

Mr. Fouey. The report of the special agent in charge says: 


A 


‘re is nothing in the record to indicate any dishonest act on the part 
Lde ‘ 
On the other hand. as the special agent po ts out in his report, t! 
fact that he was still in debt after 4 vears as State administrator o! 
the Work Projects Administration is good evidence of his incorruy 
ibility in that position. . 

Mer. Curtis. What does that mean ? 

Mr. Fouey. That means that the investigator found nothing 

| tea adisionest act on the part of Mr. Delaney. 

Mr. Curtis. No. What does that mean, the fact that he was 

debt after having been State administrator of the Work Proje: 
Administration for 4 years ¢ 

Mr. Fouey. I think you will have to draw your own inference, M 
Curtis. It is not my report. 

Mr. DeWinp. I think, Mr. Foley, you misunderstood my quest 
My quest oh Was whether in the two memoranda you have just It 
from there was any reference to larceny or embezzlement charges t] 
had been made against Mr. Delaney ; that is, the one that went 
Secret ir’\ Morgenthau and the one that went to the President. LD 
either of those memoranda contain any reference to larceny or e 
bezzlement ( harges ¢ 

Mr. Fouey. On the part of Delaney ? 

Mr. DeWrxp. Made against Delaney. 

Mr. Foury. No. 

Mr. DeWinxp. In the report of the special agent, is there not 
reference to the filing of such charge by ohe or more Insurance co) 
pan es f 


\Ir. Fou | # Yes, 
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Mr. DeWrtxp. It is my tmpression, Mr. Foley. and perhaps you 


nile conhirm ito ous a ta Vver, t! i tiers ir ertaihn aets which may 


reclude a discharge hh bisa kruptey, “Ue hh as acts of fraud or el min il 
iM its: SO that in the case of embezzlement or larceny no dis harge mn 
inkruptey could result. Would that be true / 

Mr. Fouey. I have no comment on that. LT just don’t know. 


ts Mr. DeEWinp. The reason I was asking is that IT wondered whether 


il \ of these earlier hintters, t re charges made by the trustee and this 
- reehny Of embezzlement niatter., might have prov ded a explanation 
“er why no discharge or withdrawal of the bankruptey petition had 
een made; rather than the explanation that Mr. Delaney came for- 
ird with, that ¢ me had beet tllowed to elaps cil to the negligence 


Is attorney. 
Mr. Forrey. [do not know about that. Mr. DeWir 
Mr. DeWinp. No investigation was made of those matter 
Mr. Foutry. The report says her 


Oe On Ju 31. 108 ue f iurceny were tiled ag t Tk re vy the Metr 
{] tun Casualty ti ce I} miv os ilable records cove ne tl i 
Tea a ambiguous Phe - A a CORN tial o plea Iyit they show that 
elaney Was placed on probation Delaney claims that he was never 
rrested and never appeared in court ! the record is such that there is no 
vi idence available to disprove his contentio Hlis in rance deb which were 
el msiderable, were bulked and placed under the control of a cor tte headed 
hi y Carlton B. Smith and were eventually quidated hrous missions on 


re newals of the poli ies 


Mir. Dt WiuINpb. Does | ippenr tron the report t] if those claims of 
e insurance-company were originally scheduled in the bankruptey 


: tion and then were withdrawn from that. because of the filine of 
{ »embezzlement o1 ireeny el ire? 

Mr. Forey. T think that on the part of one insurance company that 
tiie ise, and 1 tl < that that msuranee company iter came hack 


olned the composition : tliat they ill related to the failure of the 
beontractor in connection with the contract Delaney had for the cor 
ction of the school at Winchester. Mass. 

Mr. lt WIND. Wh il did the record show about Delay ey he rer] iY ‘ a 

probation / 

Mr. FoLrey. Well, i- | Sav. the court records are very ambieuons., 
| e\ show ho convictlon. no plea, but they show th if ‘Dy lanes was 
\ 1 iced on probation. 1) <missnl was entered on Septenibe rS. 1943. and 

ere Isa Copy of that dismissal in the file. 

Mr. DeWinp. These are entries in the probation oflice? These are 
files taken from the probation office; is that right ? 

Mr. Four a Well. this is a photostat. It cloesn't show where it 

ime from. It just gives Delaney’s name and his address, his oceupa- 


on as an insurance agent. and says: ad sposition : Discontinued pro- 
ition, July 21. 1933. 
Mr. DeWinp. I think those are from the files of the Massachusetts 


State Board of Probation. a record of charges made on Juby 31, 1933, 





ad the card apparently contains on one side the charge “July bl. 1S), 
reenv.” and on the right hand side, “Dispos tion, Ane@ust 31, 1935, 
September 7, September 8—lismissal probation.” 
Mr. Foury. I don’t have that. 
Mr. DeWinp. Well. does the file indicate that anv investigation was 


] 


ie of that probat on record / 
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Mr. Forry. I have given you what the file says in that respect, M 
DeW ind. 

Mr. DeWinp. The reason I raised the question is this. Did not 
Delaney file an application for the position as collector in which 
said that he had never been— 
arrested, or summoned into court as a defendant, or indicted, or convicted 
fined, or imprisoned, or placed on probation— 
and that no case against him has been filed, and that he has never b: 
ordered to deposit collateral for alleged breach or violation of any | 
or police regulation or ordinance whatsoever—the standard Form 5 

Mr. Foury. I don’t know. I don’t have that form in this file. I: 
sume he did, but I just don't have it. 

Mr. DeWinp. There is a Form 57 in the file, signed by Denis W. D 
laney. It is undated, but apparently was received. as indicated by 
ink stamp, on February 23, 1944, in the Bureau of Internal Reven 
Question 15 on that form is: 


Have you ever been arrested or summoned into court as a defendant * * 


Mr. Foury. I don’t have it. 

Mr. DeWinp. Perhaps it is not in that file. Here you 
[handing }. 

Mr. Foutey. Question 15 on this Form 57, which is unsigned— 

Mr. DeWinxp. No; I think it is signed on a page away over, by M 
Delaney. There are several pages of inserts there. 

Mr. Fotey. Oh, you mean at the end 4 

Mr. DeWrnp. Yes. 

Mr. Fotey. I was looking at the place on the form, 

Yes; it was signed at the end by Mr. Delaney. 

Mr. DeWinvn. Below that signature there is a place for an oath to 
affixed underneath the signature, as I recall. 

Mir. Foury. That is right. 

Mr. DeWuInp. And has that oath been filled in? 

Mr. FoLry. No. 

Mr. DeWinp. So Mr. Delaney did not swear to this statement ? 

Mr. Foury. | would think not. 

Mr. Di Winn. Now, that statement that he had never been si 
moned into court or placed on probation is in apparent conflict w 
the invest ivative file. which shows 4 record ofa probation proceed 

the Massachusetts State Board of Probation on a larceny char: 

Mr. Foury. Well, as I say, the investigators say that the rec 
there is very ambiguous, and Delaney says that he never was arrest: 
he never entered any plea, there never was any hearing, and ther 
nothing in the court records that indicates that that is not correct. 

Mr. DeWInp. I judge from the date that is stamped on this file 1 
this was filed by Mr. Delaney after his appointment had already tal 
effect and he had taken the oath of office. It is apparently dat 
February 25, 1944. 

Mr. Forry. 19447 

Mr. DeWinpb. Yes. 

Mr. Foury. My records show that he took the oflice on the ist 
February 1944. 

Mr. DeWinv. Apparently his application for the job was filed 
weeks or more after he took office. 
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Mr. Fotry. My tile does not show that | 
sition, 

Mr. DeWtnn. Well, this is a form of appli ition. That is what I 
eant to say. 

Mr. Forry. Yes. 

\Ir. CURTIS. Well. now, were the Se retarv of the Treasur \ and the 
esident notified that there Wis something Nn connection with De- 


ey's record to the effect that he h id been o1 probat ion in connection 
pa criminal charge / 


e was an applicant for the 


\Ir. FoLey. Congres lian Curtis, I can only test t\ 
that | have m front of hie 


Minieation that th 


Vv as hat my 
» shows, and | have rend to yo he only 
{*) ' 1 ‘ . 
lile reflects, th: 

(aaston to Secretary AY reent] ie ‘ i's letter. 
im. to the President of t] tT nited 


\Ir. ia) \\ IND | hve he e, Vir. Foley, tiisit 
that the special agent. from his exan 
probation office of the Lawrence al 


xe files reveals ad two 


ve report 
cords of 
str stated that 
unts, two larceny counts, filed by the Metro 
tan Casualty Co., and then indicated that the investigator had dis 
ssed the matter with Mr. Dearth, of the Metropolitan Casualty Co. 
Mir. Fotry. Yes. 
Mr. DeWinxp. Do you have the reference ? 

Mr. Fouey. Yes, I have the reference to that. Ds 
read from the file? | Reading: 


» you Want me 


he files of the Ma 
! miVIiT 


on, Mr. Sn 
| but stated that 
titv Insurance Co 
Mr. L. W. Dearth an 
nee Co., stated that the i 
ich Delaney becatue involved dt 


ed 


ix 


ing 1953 
ee Co joit other surance Companies 
iby Carleton B. Smith Becoming dissatisfied with results being 
th reference to liquidating the amount due 
Casualty Insuranée Co, withdrew and placed the matter 
« State police for prosecution. According to Mr. Deart 
or hearing was held during which Delaney d ! 
ng to the total indebtedne 


igh the cominittee w 


rn 


© claimed byw the 
Delanev'’s contentions were not without 1 
stablished i 

to this trial 


were withdra 


net 
olved was subst: 
charges of the Metropo 


rejoined the ¢ rhittes 


ent Folloy g 1 nee, it is Mr Dearth’'s 
scr CU | 


to puildiate } 


honest 
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And then it goes on to say: 


Che foregoing statement by Mr. Dearth mitigates the record in the fil 
the Massachusetts State Board of Probation and the Lawrence district 
t is important to point out that neit 


house to a substantial degree, and 
matter could not be emploved to 


record ndicates a convis tion, ana the 
future embarrassment 


Mr. By WHINbD. Well. Mr. Delaney ‘ertainly did hot reveal the ex 
ence of this probation in his subsequent Form 57. 

Mr. Foley, is there anything in the file to indicate that anybody 
the Bureau of Internal Revenue or in the Treasury was concer; 
about Mr. Ly laney ‘s past record at the time of his appointment ¢ 

Mr. lf oLrey. Well, the file indieates that there Were conversiutl 
with Mr. Delaney in regard to some of these matters in conne: 
with this outstanding indebtedness, that were held by the Cony 
stoner and by the Assistant Secretary of the Treasury, and there 
MenMOrancuny UW the file to which I in make reference: "Memorar 
for the files.” 

This is Mr. Gaston’s memorandum: 

Denis W. Delaney, who has been recormie ‘ r appointment, was 
me this morning lle referred to our prey conversation on the ¢ asi 
that he had given Mr. Kelleher, spe 


his visit 2 weeks or more ave and sa - 
Intelligence Unit at Boston, certain papers for trans 


ugzent in charge in the 
which include communications from C.D. Smith of 


Sion to me The paipers, 
First American Fire Insurance Co. of New York, and L. W. Dearth, bra: 
manager in Boston for the Metropolitan Casualty Insurance Co. of New \ 
were received from Mr Irey 
Mr. Delaney said that he had been able to obtain funds from relatives 
which he expected to be able to settle witl 
Brand, who obtained a judgment in the lower court against 
been appealed, and the outstanding balancene to the Standard Accident B 
judgment. He said that he could no doubt obtain wit! 
Hy 
the 


this afternoon ind have been added to the 


nthe next week the account of Jer 


Delaney, whicl 


ing Co., which has a 
difficulty his discharge from bankruptey, but he doesn’t wish to do this 
instead withdraw the petition, which, coupled with the settlement of 
standing claims, will leave him in the position of me r | ing been ad 
bankrupt 

Mr. DeWinpb. Well, Mr. Foley, I think you said earlier, in quot 
from the file, that there was a memorandum in the file to the Secretary 
saving that the judgments against Delaney have now been satisfi 

Mr. Foury. That is right. and evidence in the file reflects that. A 
his recommendation to Mr. Morgenthau for appointment was not 
made until those two judgments of record had been satisfied. 

Mr. DeWrnp. In that connection, did Mr, Delaney represent that a 
number of other amounts that had not been paid had been barred by 
the statute of limitations after failure ot the creditors to tuke actio 

Mr. Fotey. I think that the file showed that any legal indebtedn: 


that was outstanding had been satistied, either through the bam 
of the claim by the statute of limitations or through the payment 
Delaney or through the satisfaction of the judgements that had b 


So that when the recommendation to the Se 
l. 
1 


obtained against him. 

tary for his appointment was made there were no outstanding 

or judgements against Mr. Delaney insofar as this file showed. 
Mr. DeWinpb. I believe the report states that this was— 


relying upon Delaney’s statement that the creditors took no action to enfor 
ind therefore they were barred 


ection, since the filing of the petition 
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was representing to the Bureau that he had outstanding indebtedne- 
of considerable amount. 

Is there a divided responsibility between the Bureau and the Trea: 
ury in that regard / 

Mr. Foury. Well, IT wouldn’t say there was any divided respons 
bility. You are referring to some personnel files in the oflice of the 
Commissioner of Internal Revenue, I assume, and I have here the 
Presidential appointment file concerning Mr. Delaney, which is in 
my ollice. 

Mr. DeWinp. Well, that was somewhat different. In that connec- 
tion, it was my impression that the Bureau file had been obtained from 
us last week, and I had thought had been made available to you. 

Mr. Foury. You did not refer to the Bureau file when you talke: 
with me and said that you wanted to talk about the processing of! 
Presidential appointees, and I didn’t bring that file along. 

Mr. DeWinp. I don’t know that it is worth insisting upon, but tly 
file was barred to us last week, and, so far as I know, for the purpos: 
of making it available to you. 

Mr. Foury. So far as I know, all files have been made availabl 
to vou. 

Mr. DeWinp. No: I meant so far as I know, they were barred to u 
for the purpose of making them available to you. But, anyway, at 
the time of the appointment, there were apparently two files set up 
one in the Bureau and one in the Treasury, which contained conflict 
ing information and indicated Mr. Delaney had said different thing 
at different times. and those two were not brought together. 

Mr. Foutey. At the time of the appointment, | don’t think that wa 
true. You are referring to the only inconsistency, in the Form 57, 
that he didn’t complete until after he had taken his oath of office. 

Mr. DeWinp. Well, what [ am getting at is that in the review o! 
Mr. Delaney’s conduct as collector, apparently those inconsistenci 
where he represented to the Department that he was out of debt a 
then represented to the Bureau that he was heavily in debt and want: 
his salary increased—those matters were never associated in any wa 
so that it would come to somebody's attention that his stories ws 
conflicting / 

Mr. Forey. I don’t know as tothat. He could have incurred ad 
tional debt after he became collector. 

Mr. DeWinp. Do you know, Mr. Foley; has the recommendat i: 
of any individual for the office of collector of internal revenue p1 
to 1951 ever been rejected on the basis of investigative reports / 

Mr. Foury. Yes. 

Mr. DeWinp. Have there been numerous such cases? 

Mr. Foury. I would say there have been several: yes. 

Mr. DeWtnp. Well, under present Bureau practice, would the fi 
that was developed and the report that was made in the Delaney ca 
result in a recommendation against his appointment ? 

Mr. Fotey. Well, Mr. DeWind, that is a hard question for me | 
answer. What you are in effect asking me to sav is: Would I, if I ha 
been in the Department in 1945, not have made the recommendat i: 
for Mr. Delaney’s appointment ? 
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Mr. DeWrinp. Well, no, I wasn’t saving exactly that. What I was 
trying to get at is whether today there are standards applied in the 
nomination of collectors with which Mr. Delaney would have been 
unable to comply ¢ 

Mr. Fotry. I like to think, Mr. DeWind, that we are very careful 
insofar as recommendations are concerned involving Presidential 
ippointees. 

Mr. DeWinp. That really leads back to this: Would you say that 
that sort of care was exercised in this case, based on the investigative 
reports and the statements made by Mr. Delaney ¢ 

Mr. Fotey. Well. I can only tel] you what the file shows and Say 
that I have every confidence in Mr. Gaston’s judgment. Also, for your 
information, there is a memorandum here in the file to the effect that 
Mr. Helvering, who had been designated Federal judge in the State of 
Kansas, and who had been the Commissioner of Internal Revenue 
from 1953 until some time in the summer or early fall of 1945, said 
that had he continued as Commissioner of Internal Revenue he would 
ave recommended Mr. Delaney’s appointment. 

Mr. DeWunp. Have you seen the investigative report 4 

Mr. Foury. I am not sure. 

Mr. DeWinp. Well. of course, that would be all-important 

Mr. Foury. There is just the statement in the file that I have 
read to vou. 

Mr. DeWinp. Would it be a fair statement to Say that this inves- 
tigative report disclosed a good many troublesome items in Mr. De- 
lanev’s background and also disclosed some evidence that his explan- 
itions were less than forthright at the time his appointment was under 
onsideration ¢ 

Mr. Fotry. Well, I think it is perfectly obvious that the investiga- 
tions conducted by the spec ial agent gave the peop le upon whom the 
responsibility for evaluating the reports rested a good deal of pause. 
(nd T think that throughout here you can see that Mr. Gaston and 
the other people that had to make up their minds before the nomina- 
tion could be recommended took considerable pains to ask for addi- 
{ onal information. They interviewed the applicant, or the nominee, 
it least one or twice, and finally satisfied themselves that they could 
onsclientiously make the recommendation, 

Mr. DeWinpb. Well. in a case like this, when an applicant is under 
onsideration for a job as important as the collectorship, is the prob- 
em to resolve doubts that have arisen in his favor, or is the problem 
o eliminate any candidate about which any serious doubt has been 
raised 4 

Mr. Fouey. Well. I think it is a combination of both. And in this 
nstance, apparently, the people that made the evaluations of the 
nvestigating files came to the conclusion that their doubts had been 
itisfied and that they could conscientiously make a recommenda- 
on here. 

Mr. DeWrnp. I have raised the question, because it would seem 
from the file that a eood many of those doubts and inconsistencies had 
ot been resolved by investigation. 
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Mr. Fotey. They apparently had been to the satisfaction of thu 
people that were imtimately connected with the investigation and 
with the responsibility for making the recommendation at the time 

Mr. DeWinp. Mr. Chairman, I have no further questions. 


Chairman Kine. It would appear, would it not, Mr. Foley, tha 


whoever handled this Investigation In 


the field perhaps softened | 
eport on the mv “tivation to a port w 


} nere it was perhaps a borde) 
ine case to decide upon by the superiors ¢ 
Mr. Foury. I wouldn't characterize it that way, Mr. Chairma 
I think that this was an investigation that was fairly d ficult. in that 
these thines that were complained about had occurred some 10 vears 

and the detinite information bear! 


ney on some ot these 1hico!l 
CleS, let's eall t| em. Was not as tilable 
people recollections that the 


7) any longer, bor were thi 
nVestigatol col tneted too clent 
revard to the whole matter. Brit | would think that the file shows tha 
the financial derelictions had been back there 


ied Whitever the methods thiat hy il heer pul ned snd droppe 
{; 


1! lly used lo resolve i! ra COMpProliise t| e ndebtednesse 


factorily taken care of, and that the people that the invest 


terviewed in the State of Massachusetts were satishied along 
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t 
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lob whatever 
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ese were not personal. They were attrib 
the whole, to the failure of the subeontractor on this cor 
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« «>! 


for him 


King. The reason | broug! 
other Member of the Con 


end o1 support somebody’ 


it that up that I, and I be 


iwress, on occasion, are solieit 


s candidacy for one thing or a 

\nd certainly it would not be expected, I do not belev 
onnble person that each and every one who made the recon 

ation would have personal knowledge of a man’s everyday 


ties throu 


Lae the yeurs, And when men whose duty it 1s to 


oO int 
marion ot } ? 


or 
el 


this sort return a report, upon the comp! oO 
} 


prety does not seem. to he Sel 


hat is about it. 
eree W th that. Mr. Chairmans and IT thi 


oOts enouvh to 


t should He taken nto col 
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President. and approved by the ) ot 
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TUESDAY, OCTOBER 23, 1951 


Housrt or Represenrarives. 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL Revenue Laws or THI 
(COMMITTEE ON Ways anp MEANS, 
Washington, dD. c. 

The subcommittee met at 2 p. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King, O’Brien, and Kean. 

Present also: Adrian W. DeWind, chief counsel to the subcommit- 
tee; Bruno Schachner, special counsel; Stanley S. Surrey, special 
counsel; Charles S. Lyon, assistant counsel; Donald Schapiro, assist- 
ant counsel; Joseph H. Flom, assistant counsel; and James W. Dow- 
ling, chief investigator. 

Chairman Kine. The subcommittee will be in order. 

Due to recent newspaper accounts of the case of A. H. Myers of 


Kansas City, and Mr. William E. Lias of Wheeling, W. Va., the Com- 
missioner of Internal Revenue, Mr. Dunlap, has requested this sub- 
committee to be heard in connection with these cases. 

Commissioner Dunlap, could you come forward, please ? 


STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF INTERNAL 
REVENUE; ACCOMPANIED BY CHARLES OLIPHANT, CHIEF 
COUNSEL FOR THE BUREAU OF INTERNAL REVENUE— 
Resumed 


Commissioner DuNLAP. Mr. Chairman, I think before we talk about 
the Myers case, that 1 would like to have an understanding on the part 
of all concerned as to the policies surrounding cases involving pos- 
sible criminal prosecution, so that you can understand the background 
of some of these matters. While I am sure that you understand them, 
ther people may not. 

It has always been the policy of the Bureau and the Department of 
Justice not to attempt to collect any civil liabilities. or to make any 
issessments or make any overt act in the case of civil liabilities until 
the criminal phases of the cases have been completed. In other words, 
we have let the civil side of any tax case involving prosecution, or 
prosecution possibilities, await the final determination in the criminal 
proceedings. 

Mr. Kean. May I interrupt, Mr. Dunlap; just to make it clear, 
criminal liability only lasts for 6 years, is that right ¢ 

Commissioner DuNLAp. Yes, sir. 
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Mr. Kean. While f hiab ivil fraud liability, lasts 
aefinitely 4 
Commissioner Duniar. Yes, sir. 
ie AN. iat is one of the reasons fon the pos tion that you take 
Duntar. That is right, sir. And the other ver 
eason Is that some of these people and some of the 
‘such a nature that we feel it is in the public intere 
Government’s interest to see that they are prope 
if possible, convicted, 
rthe © minal aspects of Sie hy Cuses hy ive been =e tT I 
by co ction or acquittal or decision not to prosecute, do v 
enter into the settlement phases from a civil liability sta dpornt 
other words, after the criminal end of it is disposed of. vou then sta 


the wheels going on the civil end of it and give the man his da 


ourt from the civil angle. 

Now, rh tlie Myers CUSse. which Wils so publicized, ] would like It 
you also to know that under the provisions of section 55 of the Interna 
Revenue Code. the Commissioner of Internal Revenue was barre: 
from making any statement or any reply of any nature to statement 
made on the Senate floor; his hands are tied in any individual tax 
bhiatter, His hands hecome free only after it has becom *»a matter ot 
public record, and I could not make the statements even then befor 

ny gathering other than a duly constituted committee of Congre- 
which has jurisdiction over the Bureau affairs. 

There are one or two other remarks that IT would like to make about 
the Mvers case before we olive you the details. The statement wa 
made that the Mvyers case Was allowed to eather clust in the office Ol 
i collector of internal revenue. In reply to that, I would like to stat 
that a collec tor’s office in no case has jurisdiction over returns of that 
<ize. Their sole function in the matter is to receive the return an 
rer lit and forward it on to the internal-revenue agents, who mak 
thie nvestigations in such cases, 

I hiis Was done in the Mvers case, al dl it did hot eather dust i I 
colle tors office. 

There is another thing that all of us must understand about erimina 
eases, That is that the Government must make a mos 
vestigation to e} able it to prove hevon dre asonable dloul 
an concerned is oulty. I am sure that all of vi 

of time involved in some of those investigation 
e overt ioht. Ty ome cases they make take only ( 
ers if has taken son etime is lor vas 5 years befor 


we could er of) oursel ve ~ that Wve had the necessary proof to clos 


it 
the Cnuse,. \ 


not come nl} With that evi ley ce 1? d the cnses must he ( losed Wil 


nd. even after working 5 or 4 vears in some cases, W 


‘ 
tho 
er minal prose ution. It 1s a rough 10b It is | time-consuming jo! 

The fraud investigation of this case—mind vou that it involve 
the vears 1Oo4v thronueh 1O46 the fraud i vestigation of this cas 
was started on October 1, 1947: and there T call vour attention to t] 
fact that the 1946 retunm as not even filed until March 15, 1947 
The Bureau special agent, Park, who handled the case. submitted h 
report o1 July YO, 1950, 

After this report was reviewed by Park’s superiors, it was trans 
mitted bw the per inl agent 7 charge, Ir. Fray k Lohne, of Kansa 
City. to the regional counsel of the Penal Division on August 16, 195! 
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| nat vave Mr. Lohne’s oflice time to « he« K it and be cert un that they 
hought it was a prosecution type of case. That is the normal course 
that these cases all follow, ever one of them. 

The vears covered by the agent’s report were from 1942 to 1946, 
nelusive. Criminal prosecution was recommended for the vears L44, 
M45, and 1946, 

A final conference had not been accorded the taxpayer's represen- 
atives while the case w under investigation: and, in accordance 
ith the usual administrative procedures, the lawyers for the tax 


iver and the Bureaus representatives held a conference on the case 


Kansas Citv on September 26, 1950. After this conference further 
onsideration Was immediately given the case by the Bureau’s repre- 


entatives: and. after the most careful review of the evidence, it was 


; 


\ 
mecluded thaiset furt ie nformation would nave to oe developed In 


rder to make the case suitable for criminal prosecution purposes. 
Phat quite frequently happens in these cases, 

( hairman KING, Pardon me a moment, Nii Co Hmiss oner. 

I am pleased to acknowledge the presence of Mr. Doughton on the 

us. As vou probably know. Mr. Douehton is the chairman of the 
Wavs and Ment = Ci nan ttee of the House Wit Is eX ollie hon member 

f this subcommittee: and we are very pleased to welcome vou, Mr. 
Chairman. 

You Mav pros eed, Mr. Commissioner. 

Commissioner Dunnar. The evidence, as the case then stood, was, 
m the opinion of our lawyers, insufficient for criminal prosecution 
purposes, where the Government has to carry the burden of proof of 
euilt bevond a reasonable doubt. and for that reason further vest 
vation Was undertaken. 

Under date of March 29, 1951, the Bureau’s agents submitted a sup 

lemental report covering these evidentiary cle ti Ihe This sup 
plemental report vas forwarded to the Bureau's tor b Ol April 
, 1951. 

The substantial prosecution vears in the Myers ise are 1945 and 
ability of approximately 


} 


O46, Those vears nvolve a potenti | 
<POO.000 and SL30.000, respectively, 

After the most carefi | possible review and determination that our 
osition was correct. on October 12. 1951. the case was referred to 
the Department of Justice with a recommendation that Myers be 
rosecuted for attempted iIncome-tax evasion for L945 and 1946. Such 

prosecution may be undertaken at any time before March 15, 1952. 

As is usual where the tax is not in jeopardy, no efforts have been 
made to assess or collect the civil liability pending disposition of the 
juestion of possible criminal action. 

I wish to emphasize that, contrary to the statements that have been 
nade, there have been no assessments on anybody's hooks at any time 
m this case, and there will not be until the criminal question has been 
ettled. 

The statement Was m ide that returns for these vears have 
irred by the statute of limitations and that the Government would 
ose the tax involved. In the files of the Bureau of Internal Revenue 
will be found waivers executed by the taxpayer to extend the period 
vithin which assessments may be made for all vears, 1942 through 
1946, inelusive. The statute of limitations for the assessment and 
ollection of civil liabilities for all years involved, therefore, is still 


} 


peen 
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open without regard to whether the returns are finally determined t: 
be false and fraudulent. 

In other words, the Government's position in this case has bee 
fully protected by the securing of those legal documents from tly 
taxpayer. 

Do you have any questions that you would like to ask about thy 
Myers case ¢ 

Mr. Kean. Yes: I have. 

Mr. Commissioner, was it not a coincidence that this case wa 
referred to the Department of Justice 4 days after there was a di 
cussion of the case in the United States Senate ? 

( Discussion of the te case appears in the Congressional Recor 
October 8. 1951, pp- 13021 13022: also October 18, 1951. pp- AGSY:} 
Ast; said pages being here incorporated by reference.) 

Commissioner DuNLap. I do not think so, sir. The case was goi 
through its usual processes, and it was well in hand, and it wa 
receiving the same adequate consideration that all such cases shou! 
receive, and it was sent over there when we were through with it ar 


ready to send it. 

Mr. Kran. Then it was merely a coincidence that it was 4 day 
after the thing was brought up in the Senate; if it had not bee 
brought up in the Senate, it still would have gone in 4 days after 


ward / 

Commissioner DuNtar. It would have gone in; yes, sir. I pre 
sume it would have gone on that date, because it was ready to go 0 
that day, and not before. 

Mr. Kean. The statement has been made that this Mr. Myers has « 
his counsel a gentleman by the name of Mr. Nee, who was former! 
collector of internal revenue. Do you know when Mr. Nee retir 
as collector of internal revenue / 

(Commiussio! er Dr NLAP. l believe the date, Mr. Kean. wits Janua 
1, 1948, 

Mr. Kran. 1948? 

Commissioner DuNtar. Yes, sir 

Mr. Kean. Well. the investigation started in October of 1947. D 
that mean, when vou say the investigation started in October of 19 
that that was the time that the agent first looked at the man’s books f 
1942 to 1946 and reported to the Bureau that there was some quest 
about the matter? 

Commissioner Duniap. No, sir. 

Mr. Kean. When did the agent— 

Commissioner DunLapr. That is the date the case was assigned 
the agent. 

Mr. Kean. It was assigned to the agent on that cate / 

Commissioner Duntar. That is when he began work on it, ves, 

Mr. Kean. That is before anybody had looked over the books at a 

Commissioner Dun tar. That is meht. and it was started on Octol 
1, 1040: the spe chal agent came into it. 

Mr. Kean. in other words, in the norm: urse of events 
Bureau, of course, at that time being very busy—-they had not look: 
at the 1942, 1945, L944, 1945. and 1946 returns of this man until af 
October of 1947, and in fact there were 5 years of returns that he \ 
looking at at the same time ? 

Commissioner Duntar. I would not go that far. Mr. Kean, beca) 
Tam not prepared to say. There may have been some preliminary 
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estigation by an internal-revenue ufent prio to this October 1 date 
jut that is the date that the formal investigation began of all of the 
years. 

Of course, in those cases, as is always true, the returns were assem 
led and gone over and studied, and everything figured out possible 
is to an avenue of approach, before they actually get out and begin 
heir cases, 

Mr. Kran. To look over 5 years of returns at one time is a bit 
inusual with a man who has a considerable income. Usually they 
ire looked at 2 or 3 years at a time; and, of course, as I said, those 
vere the war years, and it Pineey have been a little different. But | 
snow that the agent seems to come in every couple of years and | 
ver my returns. 

Commissioner Duniar. That is very true, sir, but during the war 


Investigative processes of the Bureau were severely crippled, and 


OOOh 


t} 


t Was only after the termination of the war that we really began lo 
vo back into the war years: and I think that you will find that as a 
eneral rule it is true that all of the cases that lad been deferred for 
e War years were worked after the termination of the war 
Mr. Kean. Of course, I do net know anything against this Mr. 
Vee, but according to publicity he has been engaged with Mr. Myers 
n transactions lately which seem somewhat questionable, and J just 
onder whether the fact that he was collector of internal revenue 
Hiring this period when these enses lappy ned \ here you fivure there 
vas enough criminal liability that vou are willing to follow up thi 
ise, Whether there was any significatice in that. It looked sort of 
nny. 
Commissione! [>t NLAP. Mr. Kean. the records inthe Bureau and This 
ersonal know ledge of Mr. Nee Ww hile he was collector there nadie ute 
d I feel safe in mak ne the statement that Mr. Nee was one of the 


est collectors of internal revenue the Bureau ever had. He devoted 


ll time to his job, and he ran an outstanding office. 


| would like to call youl attention to the fact that the special agents 
ly bean their in vestigation mn 1947. and they were not collector's 
em, and the first 


turns, and the collector had no jurisdic tion over t] 
hie that this Misa needed an attorney ana while I do not know that 


did not have one prior to that date—but the first time that he 


neectedc 


attorney Was on the oceasion of the first conference held on thi 
=e, Which was on Sv prember 26, 1990, \fter Mr. Nee left the Gov 
ment service—and he left it for the purpose ol running for the 
vernorshily if his State ifte he was defeated, he entered the prac- 
ol law, and | do not know that the Bureau of Internal Revenue 
ould be held aecou itable for any of his actions in his private bus 
-after the time he resig ed his position as collector. 
Mr. Kean. No. That is correct: absolutely. 
(Commissioner Duniar. But there was no indication whatsoeve: 
it Mr. Nee represented or had anything to do with this case prior to 
e time that lawyers came into it on the taxpayer's side. 
Mr. Kean. Whi does it take the Bureau quite so long to make ar 
estigation / Now. vou stated to us that the investigation started 
1947 in October and that it took until July 20.1950. That is prac- 
ally 3 years. It seems to me that that is an awfully long time t 
a couple of investigators out working. and to have them workit LL 
I } Vvears, 
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Commissioner DuNtar. I will agree with you, sir: it does seem 
long time. But, if vou ever worked on one of those cases and had t 
follow the devious threads that you have to follow to finally bring t! 
picture together bevond any question of doubt, you must bear in min 
that the people you are investigating at least think that they a1 
pretty smart. and they have done everything that they can think of t: 
cover up their activities, and they have hidden their money, and they 
have operated through hidden bank accounts, and they have done th 
ind done that, and they tell you nothing. And vou must take t! 
slimmest possible lead and follow if out ton conclusion. You hit 
trace every dollar involved and show that it came into the taxpayer 
hands and that it was not included in his income-tax return: an 
W here there are many, Many huncdreds of such operat lows, each one of 
them has to be run down: and it is a painstaking and meticulous jol 

\s IT say. some of them are fairly simple, the smaller taxpayers: v 
ean get through with them in a relatively short time. And other 
take anvwhere from 1} vear too vears. 

Mr. Kean. I do not want to make any—— 

Commissioner DuNtLapP. In try Ing to find some of those leads, it 
like looking for a needle in a haystack. You might look for month 
and vou know something is there, and you suspect it is there, and yo 
keep digging, and maybe after 2 or 3 or 4 months vou find the on 
little lead that will lead vou on to something else. But it is a time 
consuming operation. 

Mr. Kran. I do not want to make any inquiry and have vou give 
me, in public, information as to the methods of the Bureau in sue! 
investigations: but I do not think that there is any reason why vo 
could not tell me this, and that is. when agents are assigned to on 
of these eases, is this their sole job, and did this agent looking into 
this spend 3 vears, or did he look into this for a while and then do a 
little bit on something else, and then keeping this in the back of his 
head all of the time and trving to smell out something / 

Commissioner Duntar. It is not quite that wav, Mr. Kean, in t! 
case of a special ngent. He is always in charge of one of these invest 
gations, and such an agent may have three or four cases assigned 
him at one time. That is to prevent loss of his time. Quite often le 
is working on one particular case and the man he has gone to see is 
gone for 30 dlavs, and he has reached a dead end. and he is stymied : 
and during that time he turns over and works on another case. Hi 


keeps the three or four cases going at one time. That is, the spec! 
ivent developing the criminal end of it. 

During that time. the internal revenue agent. who is working up 
the tax end of it. not the criminal evidence end of it but the tax end 
of it, keeps digging on the case, and goes right on down the line. It 


is not an easy thing, sir. 

Mr. Kran. So that this 3 vears was not necessarily the full time of 
one of your best special agents in looking into it, and he just had 
this in mind and was working on this while he was working on other 
things, too? 

Commissioner Duntap. That is right, and in other words, he would 
have had under him an internal revenue agent, and if he had five 
probably he would be working with five different internal 


revenue agents, 
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i Mir. IN4 AN. You mentioned the fact that vou did not take action, 


as far as the civil cases were concerned. when vou felt, did I under 


stand vou to say, that the man being investigated had suflicient assets 


o that vou ultimately could get payment if vou had a ease after the 
’ ! minal ease. and that is the general position / 

Commissioner Dr SLAP. That is where we consider the tax Is not 
jeopardy, 

Mr. Kean. The tax oft In jeopardy / 

Commissioner Duntar. Yes: where the man has suflicient assets 
: hat we are not worried about the collection of t e tax. regardless of 


il happens, 
Mr. Kean. But, for the information of t] 


ie committee, what do VO 


n the case of a ma ere 1s a case of several hundred thousane 
irs. anal evict tly t Piel must have asset of a million or so, | 
’ had assets of SOU IO OF S1LOOL000, Wiiat would vou le 4 Wo i! 
put the assessments o1 Us property at the same time that vou are 
rking in the criminal end of it? 
C onimils One) Dy NLAP. Ye : where the Government's hterest are 
jeopardy, we do take aclio to prote t the Grovernment’s terest 
We do not | ke to dot}! it, however, because if hinders the chance of 
getting a successful criminal prosecution. In other words. quite 


few enses, sir. the court has taken the tana, “Well, you asse 
‘se taxes against the man and vou took the money away from h mn. 


} 


d he has pac through the nose, and now vou are persecuting hin 


by making a criminal case against him. What are vou trving to cde 
st nail the fellow to the cross?” 


Chat has been our experience. and so— 

Chairman Kine. Did I understand correctly, Mr. Com 
Mr. Nee. while collector. had no jurisdiction over this ease 7 
(Comm sshoner ay NLAP. None \\ hatsoever, sir. except to Pr) t 
eturns and take them into account. 


Mir. De Winn. NI ( NnMmssioner. In connec 


ise, ordinarily nternal-revenue agent we | heein a 
dit of the returns question. and I think the retum \ 
olved the vears I94Y’ to 19467 
Conn sioner DUNLAP Ye - SIP. 
Mr. DeW IND. Before 1946. ther must have heen a routing or 
vestigation beoun., | \\ ll think. C's) vou tel] from the rece 


ther that was a fact ? 
( omn “One! Dt NI r ar re 1s t letter. and | dm gomgeg to reser 
oht to read only ex erpts from it. and of course, the er 


tilable to vou. but there are some items m there whe 


tire lette) 
h should hot 
publicized under the provisions of section 5d of the Internal Rey 
Code, and it is a letter requesting the oper Ing ofa fraud jacket 
ease, and it gives us all we know about anv preliminary invest 


ion, It reads fs follows “ 


lL so forth and so or ~ and then asks that the « ‘jacketed 
minal Investigation. 

Mr. IK AN. What was the date of that. Mr. Comm ssi 
Commissioner Dunbar. September 23, 1947, 
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Mr. Kran. That is what you already referred to? 

Commissioner Duntar. That is the jacket referred to back on © 
tober 1 of 1947. 

Mr. DeWinp. That would indicate at that date the internal 1 
enue agent’s examination had already been completed. 

Comnussioner Duntar. Yes. They are usually the ones that 

over the evidence that justifies the beginning of a criminal investig 
tion. ; 

Mr. DeWinp. And so, only after the regular internal revenue agi 
feels that there is fraud involved in the case does he ask for a spe: 
agents investigation ‘ 

Commissioner Duntar. That is right, although you understand, 
that a special agent can also initiate those cases, where he discov: 
evidence. 

Mr. DeWinp. What is the routine after the internal revenue agi 
has referred the case for a joint investigation with the special agent 
Does the special agent make a preliminary investigation before 1 
case Is jacketed / 

Commissioner Duntar. Yes, sir; he will go into it with the inter: 
revenue agent who found the evidence indicating fraud might be the 
tnd make such other check as he deems necessary, and then eit! 
recommend that it be made a fraud investigation or send it back f 
its regular civil investigation. 

Mr. DeWinn. Then by September of 1947, not only the regu! 
internal revenue agent’s examination but the preliminary spe 
agent’s examination had been completed, and the case had reached + 
stage of formal jacketing? 

Commissioner Duntar. That is right. where the formal investi 
tion could be had, 

Mr. DeWinp. Now, Mr. Nee, as collector of internal revenue, | 
no jurisdiction over either the internal revenue agent or the spe 
agent: is that correct ? 

Commissioner Dunnape. Oh, no; he had no jurisdiction at 
over any internal revenue agent or any special agent. It was entir 
separate offices. There were three separate offices involved there. 

Mr. DeWixp. Mr. Dunlap, you have expressed the present Bure 
policy on deferring any steps to collect civil liability pending 
investigation of criminal aspects of tax cases. Is that a policy t! 
has appeared to the Bureau entirely satisfactory, or has it posed 
serious problem of ultimate tax collection / 

Commissioner Duntar. That was an ironclad policy, Mr. DeWi 
up until, I would say, the early part of this year. Since that time 
has been decided, after conference with the Department of Just 
that the policy should be deviated from, but only in those cases why 
delay in assessment would jeopardize the collection of the tax 
volved. So the policy has been amended to where we will make je 
ardy assessments where it is apparent that the taxpayer is attemp' 
to dispose of his assets or is losing money in his business, or the 
lection of the tax might be jeopardized by the time the criminal | 
is completed. 

Mr. DeWrnp. Then under that modified policy, the jeopardy ass: 
ments were made against the Dalessio brothers in New York wit 
the past few weeks, while the case was still in the special age: 
office ¢ 
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Commissioner DunLap. Yes, sit 

That is the modified policy upon which all of these jeopardy assess- 
nents are being made in the racketeer drive. There again, I must 
state that all taxpayers are citizens of the United States, and only in 
ases where the Government’s interests are in jeopardy should the 
Bureau or anybody else hazard their legal rights given them by the 
aws passed by Congress. In other words, every taxpayer is entitled 
to his day in court. 

Mr. De Wino. Except for the process of jeopardy assessments, there 
sno way of establishing a tax assessment, a civil tax assessment, with- 
ut try ing the case: and, that is, if the taxpayer W ishes to oppose the 
issessment, vou would have to try the case on the civil basis in order 
o make an assessment, unless you Impose a so called jeopardy 
issessment / 

Commissioner DuNtar. That is right, sit 

Mr. DeWrnv. Mr. Dunlap, at the present time, as I understand it, 

ie Investigative process and the review process involved in the de- 
velopment of a criminal tax case involves a great many steps of review. 
Have you had occasion to consider whether any of those steps of 
review might be unnecessary or should be modified ¢ 

Commissioner Dunnap. Yes; we have studied them for years. We 
have had committees studying them, engineering firm experts, outside 
ittorneys, and it has been the subject of two or three congressional 
committees checking: and while it does look as though the processes 
are long and drawn out, the question of being able to shorten the time 
lag involved and to cut down the number of conferences boils right 
back down to the question of the rights of the citizen involved, his 


legal rights to the proper establishment and handling of his case. So 
[ feel that in these cases, we should extend to the taxpayer a full op- 
ortunity to present his side of the case at each stage of the appellate 


process. 

I think, Mr. Chairman, that if we had followed any other route, 
he Bureau of Internal Revenue would soon develop into a Gestapo, 
ind if we just coset da poliey of saving, “You owe the Government 
$300,000: our investigation shows that you owe this money,” without 
viving the man the nahi to come in and present his side of the case, 
I do not believe the American public would let us stay in business 
very long. I do not believe Congress would stand for any such viola 
tion of the taxpayer's rights. 

Mr. Kean. May I interrupt right there, Mr. Chairman ? 

If you keep a man on the tenterhooks for 4 vears, as you did in this 

ise, whether the man is crimin: ally liable or not, it seems to me that in 

erhaps trving to protect him you are maybe injuring him more than 
f you brought the case up a little sooner. 

OC ommissioner Duniar. Mr. Kean, at any time during that process, 
»man knows he is being investigated, and he can come in and lay the 
ets on the table and lay the ce ards on the table and make a clean breast 

of it, and there is nothing to stop him from it. In these cases where 
ey do not elect to do that, we have no recourse other than to dig it 
out. But where the man comes in and says, “IT have done these things, 

(I here are the facts.” they do not drag out 3 or 4 vears. It is only 

hen the taxpaver himself forces us to go this route that we follow it. 

Mr. Kran. 1 think sometimes in this « country, in our attempt to do 
tice, we have | hnterni inab ly long per iods | erTweelh the time a cl ime is 
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committed and the time that the punishment or freedom comes to t 
man who committed the crime or was accused of conunitting the crim 
Commissioner Duxiar. LT cannot argue with vou at all on tha 
question. 
Mr. Kean. That is not only the Department of Internal Revem 


hut in the courts. as well. 

Commissioner DuNtar. Teannot argue with you at all on that que 
tion, and all of our courts are completely snowed under, and we 
know that. All of our legal processes are far. far behind. But that 
auch bronder question than the Internal Revenue service 

Mr. DeWinp. Mr. Dunlap, could you or Mr. Oljphant just briet! 
outline to the committee the steps that are taken in the criminal inves 


cation oft tax cases. up tothe Prevent of prosecullol 4 | do hot tens 
“nv extel dled wav. Outs miply out! ne the Leps thatare now take) 


& sioner Dunnar. DT will be Happ to. Mr. DeWine. 


In order to understand the picture, vou must nniderstand that fra 


Investigations can originate In almost any oflice of the Bureau of 

il Revenue. A deputy collector may be investigating some k 
of a tax case which would lead him to believe that the taxpaver ha 
fils frandulent returns, and the internal revenue agent mav in | 


that there rs attempted fraud. anda Sper 


exaniimatrotr hind evidence 
mie bump his toe onto something that would micliesnt 


himself 
Any one of them could institute a fran 


lina part cular ase. 
mvesti@ation. 

Now, if it Is done. ana if the nan who ciiscovered evidences 
fraud, and could pin it down to one tax case, Is an internal reve 
avent, he immediately backs off from fis eXaumihation. al ad he —tol 


his Investigation of evil liabil CV. Tk presents hn writing to ! 
superior, the internal revenue avent mh ¢ harge, the eviclences that 


has found indicating fraud. 

Phe internal revenne avent i charge stiles that ev lence, 
refers it. if in his opinion fraud is mdicated, to the speci: 
‘harge, 

n charge then sees if, nh this OPO, it Justi 
>and if it does, he so notifies the internal revet 
ASSIOUS 2 special agent to Ww wk on the case. 
i takes « harge of the ense, after it is torn ally report 
il 1 yeu kete I. itl a | jacket Is merely an authorization to proceed a 


| iment from that time on Is i charge of the mnvest 


) 


nternal revenue agent assigned to the cause Is In chara 


hai 
thal 


developi ” the tax Hi ibility end ol it. Phe spechal uvent is u 
with the developing of the evidentiary side of it. 

Phose men work togvethiel until their cases are con ipole ted and the 
report is written. 

After the completion of their report, they either recommend t! 
the case be recomn ended for prosecution, or they state that im thy 
opinion there is not sufficient evidence to justify prosecution, and t! 
recommend that the 50 percent fraud penalty be assessed, or even 1 
It ero Da k into civil channels for settlement. that is, without the ass¢ 
tion of any fraud penalty. 

When the case reaches that stage, say prosecution Is recommend 
The special agent in ¢ harge then reviews the report ih his office, a 


‘ 


if he Is convinced that it is il prosecution type case. he sends it ov 
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o the representative of our Penal Div iSlon, vel erally the chief coun 
sels representative in that area. 

Now, that gentleman will review the file and extend to the taxpayer 
ind his attorneys the pu. ivilege ot nu conference, That Is the kind of 
onference | mentioned here, which Wits had int this case, They will 
liscuss the pros and cons of the case in that office. The taxpaver Is 
irllowed to present What ev dence he hia ar sire to present. and trv to 
onvince the Government that it Is not Lt prosecuttol ise. nnd what 
ever else he desires to present in that manner. 

At that point, it hay be necessary to send the case back to the spec il 
went for the developn ent of further evidence, as happened th tt 


as a result. possibly, ot lise losures made hy fhe tudtpavel itl al hy ~ 


ust 
ittorhneys, 

After that is done, there is another conference held, 
termined on that level that it isa proses tion type case, the 
hen transmitted to the chief counsel's office here in the Bureau. 


The chief coun se] then reviews the entire file for AhnyVY Wer 


mv be im it. to reael i determination whether. in hy Opinion, 


istifies sending it to th Department of Justice with prosecution 
recommenced, 

At that point, also, if. in the opinion of the chief counsel, it should 
be done. the taxpaver Is ¢ xtended the prin tleve of a conference in his 
office. Atter that conference the clecision ls reached, “is Ila prose 
ecution type case ih our finnl Op lho, or is It hot ” If it is decided 
that it is, the case then transmitted to the Department of Justice. 
vith a complete file, and a letter from us recommending that the case 
be prosecuted, 

The Department of Justice customarily extends the taxpayer and 
IS attorney >the pry ilege of another conference: and after that co 
ference, if they decide that it should he prosecuted, It goes to the 

United States attorney for prosecution, 

Now. during that channel, if atter any of these conferences or 
reviews. it determined that there is hot enough evidence in there to 
convict the man, the case is sent back and the case reverts to civil 
ettlement cl innels. And only after it IS sent ack from the 
riminal channel do you begin the civil settlement chain. 

Mr. IK iN. Acecordnp yy to vour review of the methods in this case, it 
took ove irs to vo through the first three steps, from the agents eXanil 
rent turned it over 


‘ 


nhation—or two steps. in fact. That is, when the a 


to the nternal reveliie agent rh charge, who took mn the Spe inl uvent, 


} 


ind before the Spec ial avent reported to Mr. ( Miphant’s (it partinent for 
the conference, it was from September 1947 to September 26, TID0. 
The files heey not have vathered dust. but they had plenty of time to 
vather dust. 

Commissioner Doextar. They were very, very active during that 
period, Mr. Kean, and I would like to say to vou, and we might as well 
ill know it and there is nothing secret about it. that will be avout the 
iverage time on any major prosecution case. We have done our best 
to shorten the processes, but after all, other departments are concerned 
n this, aa d insist that certain legal procedures be followed, and the 
“Vstell has been worked out over the life of the internal revenue serv- 
ce and It isa pretty hard system to get around, when you sit down 
ind— - 
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Mr. Kran. This is 3 years on those first couple of steps, and i 
3 vears on the entire business. It was longer than that on the enti: 
business, after it reached Mr. Oliphant’s office until they went ba: 
and discussed it further, and later on went to the Department of Ju: 
tice. Those last steps were all accomplished in about a year; from t! 
time it reached Mr. Oliphant, it seemed to move fairly speedily. 

Commissioner DuNtar. They do, once they reach the stage where 
is just a final review involved, and there is no time element, appreciab 
time element, involved. But upto that port the amount of work th 
must be put ov on them just takes that long. 

Now, that has heen a primary source ot study and analysis in t] 
Bureau, to my knowledge, for vears, and there has been no solutio 
reached as to how we can shorten that process and still do justice t 
both the Government and the taxpaver;: and after all, L am charg: 
with the responsibility of not only seeing that the Government rm 
celves its just dues, but seeing that the taxpavers of this country al 
properly treated, also. 

Mr. Kran. I am very glad to know that you feel that way. 

Commissioner Duniap. I do feel it, and I think T have just as grea 
i responsibility- 

Mr. Kran. Some people do not feel that the Government feels th 
way. 

Commissioner Duxrar. I feel T have just as great a responsibilit 
to the individual taxpavers of this country as TI have to the Gover 
ment. We want the Government to to get its fair and just dues, b 
I do not want to see them get one dime more than that. 

Mr. DeWinp. As I see it. at the present time, Mr. Commissioner 
kept track as you went through—I think I added about 12 people wh 
reviewed these cases. and, that is, who pass judgment on a case, an 
there are either three or four opportunities for conference. 

Now. I understand the Imiportance of these tax cases. and the i 
portance of determin hg whether a case shall be prosecuted or sha 
not be prosecuted. Ll wonder, though, whether all of those steps 
review are or are hot hecessary, and whether that matter should | 
reexamined ¢ 

Commissioner Duntar. Well. I gave you the full course, Mr. D 
Wind, that a case Cah go, and na great many cases, of course, SO! 
of those conferences and reviews are bypassed: and it depends up: 
the complications in the case. and how complicated it is, and hy 
simple it is, whether we consider it is just an open-and-shut case « 
whether it involves many. many different ramifications. 

Mr. DeWinp. It is a more lengthy review process, I think, th 
that involved in any other Federal crime, the decision whether 
prosecute any other Federal crime. and tt mia be that that is justifi 
but it seemed to me that there are sufficient steps of review in thu 
to at least raise the question whether some might be eliminated. 

Commissioner Duniar. I make no bones about it. sir, I have cor 
tended for vears that some of those steps of review should be elin 
nated. I repeat again that that is a question bevond the jurisdieti: 
of the Treasury Department. 

Mr. DeWInp. But it is a question that perhaps this committee cou! 
interest itself in. 
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Commissioner Duniar. I think, Mr. DeWind, that it is unques 
mably a very fertile field where you could help us materially it we 
1 work out a system to streamline it. 

Mr. DeWinp. As I understand it. at each of these steps, if a de 
iis made in favor of prosecution, then that is subject to appea! 


of the retaining steps: but if at any pont the decision is ma 


valnst prosecution, that > the end of the atter, and there is 
ocess of appeal by thre Crovernment, so to s ; ohee it iss decideq 
ny given point in this process of review th: » should be 
secution, then that is cut off right there. 
t step or might be at the last step. 
Commissioner DuNLapr. But. of course. the ho cuts it off, « 
ther, the group of men who cut it off. must ate their full case ay 
reasons tor doing It, and they are open files after that. 
Mr. DeWinp. Are the reasons for cutting off prosecution | 
Il formalized, or ere a good deal of discretion wiven to 
rticular official to decide \ hot to prosecut 
Commissioner DUNLAP. would say, Mr. De Wind. that more or 
ss each individual case has evot to stand on its own merits Now. 
ere have been certain fields that are pretty well defined, where t! 
frovernment does not recommena erim nal prosecul1o Le 
For one eXample, it lias been the pole v of the Government not 
rosecute a man if the Public Health Service certifies it might kill h 
o stand trial. 
Mr. DeWinp. That is a policy that applies only to Federal tax 
| think. 
(Commissioner DuNLAr. Sir? 
Mr. DeWinp. I think that that is a policy 
me of tax evasion. 
Commissioner DuNiLAar. That is right. 
\Ir. Dy WINp. Ih no othe! kederal crime is that considered : 
Commissioner Duniar. ‘That is the way I understand it, 
\Ir. KEAN. Whi Is th il policy especially for tax crimes, and are 
nes any less than any other crimes’ Certainly not. 
Con missioner DUNLAP. Mr. Kea . | cannot tel] von whv that ist 
ernment’s policy, but it has been for vears. 
Mr. Kean. Well, that policy, of course, is set. not vonrs: 
policy of the Department of Justice. 
(‘ommiussioner DuNtar. Let us say it 
artment’s policy. , 
Mir. Kean. Well, who decides it: the Bureau / 
Commissioner DUN Lar. The Department of Justice decides whether 
es will be finally proses uted, or decides finally whether ther Will tn 
secuted or not. 
Mr. Kean. But the decision about which Mr. DeWind spoke is not 
ecision Whieh you make in the Bureau. and it is a decision whiel 
e after von refer them to the Department of Justice # 
Mhilisstoner Dt NLAP. Qin policies ] the Bureau have heen cle Te) 
ed over a long period of vears by the period of rejection of cases for 
ecution by the Department of Justice. 
Mir. Kean. Yes; but what I am trving to drive at is: Would vo 
wea decision not to further prose ute the case be ause the Depart 
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ment of Health states that this man has a very bad heart that mig 
cause him to die if you prosecute him or would the Department 
Justice make that decision / 

Commissioner Dun.LAr. We will make that decision because it } 
been the policy handed down to us. 

Mr. Kean. You could change the policy, could you not 4 

Commissioner Duntap. No, sir: we did not make it and we car 
change a 

Mir. Kean. That is not a policy that was made by the Departme 

Commissioner DunvLar. ‘That is right. 

Mr. Kean. Is it by the Treasury Department, or whose policy 
that. and who could change it / 

Commissioner Dunbar. The Department of Justice. 

Mr. IK AN. And vel you make the decision based On the Depa 
ment of Justice ruling? 

Commissioner Duntar. The only decision that we are called upon 
make, Mr. Kean, is whether or not the man’s health would permit | 
to stand trial. In that particular case we must take the word of 
health examiner selected by the United States Department of Pub 
Hlealth. We make that decision because it has been the policy of 1 
Department of Justice not to prosecute a man where they say 1 
trial might kill him. 

Mr. Kean. Now [I have got it clear, and vou make an inquiry 
that matter and it is for us to make it of the Department of Just 
und not to vou. 

Commissioner DunLar. Yes. 

Mr. Kean. Astothe reason for that policy. 

Commissioner Dunnar. That is right, sir. 

Mr. DeWinp. Within the health policy, would ceases of psveliat 
listurbance be considered as grounds for nonprosecution 4 ~My una 
standing is that in some cases that has been considered as reasons 
nonprosecution. 

Commissioner Dunrnar. Of course, that holds true not only of 
ome-tax law, Mr. DeWind, but as I understand, of any other kind 
riminal violation. 

Mr. DeWinp. I wasn’t referring to insanity, but T was referring to 
psychopathic conditions short of Insanity. 

( ommissioner Dy NLAP. ] don't know that tliat is one of the poli 
and I don’t think so, sir. 

Mr. DeWinxp. My impression was--— 

Commissioner Duntap. In that case it would have to stand on ea 
individual case, the facts on any individual case, 

Mr. DeWinxp. | had the impression of some cases in which pro 
cution had been abandoned on the erounds of hysterical neuro 
and I wondered whether there Wis any well formalized basis or pol 
ol psychiatric Cases. 

Commissioner Duntar. No, sir: I don’t think so. 

Mr. DeWinp. Thank vou. 

Mr. Kean. Mav I ask you one more question on that. Are t 
grounds such as Mr. DeWind is referring to set by the Bureau or a: 
they set by the Department of Justice? If these psychiatric eas 
were to be, would it be your ruling or would it be the ruling of th 
Department é 
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Commissioner Duniap. All of those lines, 
the Department of Justice. 

Mr. DeWinp. I was not trying to say that you had created these 
policies, I was just inquiring about them . 

Commissioner DuNLaAp. Yes, sir: I understand. 

Mr. DeWrnp. That is all, Mr. Chairman. I think Mr. Dunlap had 
finished his statement on the Mvers cause. 

Chairman King. Before we get off the Mvers case, | wish to inter- 
rupt and go back a little bit where it would have been in line with 
your bringing us the information with respect to the steps taken 
from the time it was first learned by the revenue agent that possible 
fraud exists on up to the time it is referred to the Department of 
Justice. I made inquiry in the hearings in New York last December 

this connection, and I have been a long time interested. I believe 

answer to my questions in New York last December that cases 
are refe) red to the De partinen tof Justi ice When it has been dec rr led my 
the counsel for the Bureau that the case appare ntly warrants prosecu- 
tion. I want to know as far as you know, Mr. Dunlap, or you, Mr. 
Oliphant, that in the event the recommendation of the Bureau or the 
attitude or feelings of the Bureau is not complied with by Justice, 
and for instance 1f the case is sent over with a recommendation to 
prosecute and the prosecution does not ensue, what method, if any, 
does the Justice Department have in advising vou, formally or other- 
wise, wlhiy they have not sought to prosecute or why they have not 
prosecuted 4 e 

Mr. Oureuanr. Mr. Chairman, we established in the Bureau of 
Internal Revenue a poliey some vears back with respect to cases 
which the Department of Justice rejects, and that is in the main unless 
new evidence is developed or something else is shown by a subsequent 
investigation we do not protest the decision of the Department of 
Justice. Answering vour question as to what we receive from the 
De partme nt of Justice, in every case we rece 5 a long de tailed ey 

wiving the sons whi the Department of Justice has con cluded i 
should not rcs In some of the cases, depending on the irae 
thev are, and what we later develop, we may write a protest letter 
to the Department of Justice. I have seen two or three cases in which 
we have written as many as two or three protest letters. The Bureau 
policy to which I refer is, of course, founded on the fact that th 
man who is going to try the case is in the Department of Justice. and 
while we may differ as to our legal views of the competency of the 
evidence or its sufliciency, we generally do not protest to the Depart 
ment of Justice. We do have a regular channel of doing just that, 
and let me outline the thing to you. When a case is rejected by the 
Department of Justice for some reason, it will come back and go 
bac k out to the re@ion: il hiel« | oflice and the regional field oflice will 
look it over and thev want to protest the case they prepare a letter. 
That is the regional field oflice in the ch ief counsel's ollice. At the 
sume time that office does not be heve it shoul | prote st. it roes back to 
the special agent in charge and the special agent in charge ean take 

, with the regional « rinse] preparing a protest letter. Sut it is 
a set routine we have. te I do say that in terms of what we get back 
from Justice aps Vv rive us detailed reasons, \. B. OF 1), E. io Cr, for 
not proceeding crimin ally 
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Chairman Kine. Well, I note in reading the testimony of tha 
New York hearing that apparently I was misunderstood and the 
answers seemed to deal with appeals. I hadn’t in my mind at tha 
time appeals at all, and I was concerned with what happened 
cases that your men work up, whether it takes a year or two, ar 
then go to Justice and your findings, legal findings or your opinio: 
legally are not agreed to by the men at Justice. But they do repo: 
formally back their reasons for not agreeing with your contentior 
or their reasons for not prosecuting a case that is sent over for pros: 
cution. 

Mr. Outenant. That is correct, Mr. Chairman, and they close thei 
file in that manner. 

Mr. Kean. Have any of these cases ever been reopened by the Di 
partment under your protest? 

Mr. Oxurenant. Some of them have; yes, Mr. Kean. 

Mr. Kean. They have? 

Mr. Ouvreuanr. Yes, Mr. Kean. 

Chairman Kine Now, Mr Oliphant, when a case is referred in th: 
field or from the field direct to the United States district attorney 
and in the event that United States attorney does not for whateve 
reason choose to follow the recommendations of the Bureau, or pros: 
cute, are reports or reasons required in cases of that sort ? 

Mr. Ourenantr. Our income-tax cases as such do not now pass fron 
the field directly to the United States attorney. Personnel actions may 
well pass that way. Whether there is a formal letter back, in eac! 
case, as I understand such situations, the special agent in ch: arge whio 
has referred the personnel action to the United States attorney wil 
consult with him and T am sure that you will find that there may b 
some exceptions to it, but that the special agent in charge has to by 
satisfied that the conclusions of the United States attorney are coi 
rect. There may well be exceptions to that but generally that is th 
pattern. 

Mr. Kean. Would he put a report of those hearings in the file‘ 

Mr. Ourenant. There will be a complete discussion of those. 

Mr. Kean. If there was a discussion between the United Stat: 
attorney and the special agent, would the special agent put the resu 
of that discussion giving the reasons why the United States attorne) 
had not prosecuted, and would he put it so that you would have it i: 
vour file? 

Mr. Ourruant. Yes, sir. 

Mr. DeWinp. In connection with the chairman’s questions, Mr. O 
phant, as I understand the technical situation is this, that if the Di 
partment of Justice decides to refer a case to the United States a 
torney for prosecution after it has come over from the Bureau, th: 
the United States attorney may decide not to prosecute that cas: 
Now, in cases of that sort, does the United States attorney invariab) 
vive reasons in detail for his refusal to prosecute / 

Mr. Ourenant. Well, the United States attorney is answerable | 
the Department of Justice, and we rarely see what their files may co. 
tain in that respect. 

Mr. DeWixp. That is, the Bureau does not receive reasons for fa 
ure to prosecute where the case is dropped in the United Stat: 
attorney's office ¢ 
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Mr. Ourrnant. Oh, yes: the letter that comes back to us from the 
Department of Justice will state what the re: asons are, whether the 
decision was made in the United States attorney’s office or whether 
it was made in the Department of Justice. 

Mr. Dr Winn. In those cases do you invariably receive statements 
of reasons? 

Mr. Ourrnant. I should think we are supposed to. 

Mr. DeWinp. The reason I bring it up, sir, is because I think in 
come material that was submitted to us by your office, there were a 
tumber of cases mentioned where it was stated that no reasons had 
been given for failure to prosecute. 

Mr. Ourenanr. I don’t recall any such case, but you have seen the 
records and you know. 

Mr. DeWrnp. I wondered about that. 

Mr. Ouren ant. Our routine is that the Justice Department will 
advise us In detail as tow hy they will not prosecute. 

Chairman Kine. But, they are the last word, and they usually win, 
if there is a dispute as to whether a case should be prosecuted or not, 
in spite of how much you might disagree or your de ‘partment or how 
much you may protest, they do have the last word in Justice. 

Mr. Ourrnant. That is correct, sir, under the executive powers the 
Department of Justice is responsible for the trial of the case and their 
decision, of course, should be controlling. 

Chairman Kine. | merely wanted to bring that out, as I have, Mr. 
Oliphant, for the reason that a great number of complaints we have 
received in the committee have placed the blame upon the Bureau for 
not prosecuting certain cases, and in looking up just one or two I have 
discovered that they have been referred to Justice and it was Justice 
that should have been criticized by these people rather than the Treas 
iry or the Bureau of Internal Revenue, and that was my reason for 
wanting it on the record in that fashion. 

Do you wish now, Mr. Commissioner, to touch upon the William 
*. Lias case ¢ 

Commissioner Duniar. Mr. Chairman, that case really involves 
four taxpayers. William E. Lias, his wife, the Automatic Cigarette 
Sales Corp.. and Zellers’ Steak House. 

Mr. Kean. What was the last one / 

(‘commissioner DuNuap. Z-e-l-l-e-r-s’ Steak House. a restaurant. 

Mr. Kean. Oh. ves. 

Chairman Kine. A place where you eat steaks. 

L understand Mr. Rothwacks is present and is interested also in 

aking explanation in connection with his association with this case. 
ls that vour understanding, Mr. Commissioner / 

Commissioner Dunnap. | understand so. 

Chairman Kine. Mr. Rothwacks is Chief of the Criminal Section 

f the Tax Division of the Department of Justice, and he may prov eed. 

Commissioner Duntar. There follows a chronological statement of 

ie administrative action taken in these cases. The statutory notices, 

it is, the 90-day letter, written after the internal revenue agent has 
uished his investigation and after they have had their conferences 
the civil liability in an agent’s office and maybe in the technical 
tall. Statutory notices were issued to Zellers’ Steak House for the 
cal vear 1944, on September 11, 1947. They filed a petition in the 
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Tax Court on November 13, 1447. The petition was fully answered by 
the Government. This case is at issue before the Tax Court and ha: 
not been tried. . 

Mr. Kean. That is a corporation or partnership ? 

Commissioner Duntar. It is a corporation. Like action was take 
as tothe Automatic Cigarette Sales Corp. and that case is also pending 
trial inthe Tax Court of the United States. The special agent’s report 
on William FE, Lias was received in the chief counsel's office on April 
13, 1948. ; 

Now, on April lo, 1948, the (Commissioner recommended to the De 
partment of Justice that Lias be prosecuted for willful attempt t 
evade his ineome-tax liability for the vears 142 through 1946. Lia 
was indicted on April 26, 1948. On November 9. 1948, he entered 
plea of guilty to one count of the indictment and on November 24, 
IM4s, he was sentenced to serve 5 years and fined 810,000, 

On January ~6, 1949, Lias’ motion to withdraw a plea of guilty wis 
granted. The Government appealed the court’s granting of the afore 
said motion and the cireuit court denied our appeal on March &, L949 

On July 2, 1949, Lias was found not guilty of attempted evasion of 
his income taxes, 

On July 24, 149, the Department of Justice advised that they had 
closed the Lias case after rejecting a then pending offer of S400.000. 
Statutory notices of deficiency covering 1947 were then issued to Lias 
on January 18, 1950. You must bear in mind that after the tiny 
criminal trial was over, he had his civil appeals through the conference 
section of the technical staff of the Bureau, and a 90-day letter was 
issued. Appeal to the Tax Court was filed on April 17, 1950. Statu 
tory notice against Lias was issued on December 20, 1949, covering 
142 through 1946. The statutory notice covering the year 1948 was 
issued to Lias and his wife on June IS, 1950. An appeal was filed 
on April 17, 1950. Answers were filed by the Commissioner and thes: 
cases are still pending trial in the ‘Tax Court. 

On February 7, 1950, Mr. Dermond Hill, one of the taxpayer's attor 
hevs requested a conference to attempt to settle all civil liabilities. O 
April 18, a conference was held with Messrs. Oliphant, Campbell, 
Uller, Norman, Carter, Reuten, May, Paulson, Cassen, Clark, Kerr, 
Price, and Young, representing the Government. [would say t! 
Government was really represented. The taxpayer Was represented by 
Messrs. Hill, Barnes, and Goldberg. The taxpayer's representative 
made an offer to pay $500,000, one-half down and the balance in in 
stallments, on the proposed liability totaling $2.261,772.62, including 
penalties and without interest. After a general discussion of the «i 
scription of the scope of the taxpayer's operations, Mr. Oliphar 
requested that any offer contain a financial statement of the tax 
payer's. A $500,000 installment offer in compromise, $200,000 to | 
paid upon notice of acceptance, was filed by all of the taxpayers o 
May 10,1950. That offer was settlement of all four of these tax cas 
On June 7, 1950, the chief counsel's office requested the Intelligenc: 
Unit to obtain the usual reports and recommendations on the offe 
In other words, the Government never accepts an offer without chee! 
ing to see whether it can collect more. A Government conference wa 
held on August 14, 1950, attended by Messrs. Oliphant, Uller, Norman, 
Marse, Weinart, Carver, Reuten, Ely, Watson, and Price, for the pu 
poses of discussion of the asset position of the taxpayers. 
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On November 3, 1950, the report Was received from the Intelligence 
Unit, recommending rejection of the offer. You must bear in mind 
that all of this time the trial of those cases pending before the Tax 
Court, and still is. 

On March 14, 1951, a conference was held in which Mr. Oliphant, 
Leemy, Uller, and I orne, represent Inge the Government and Mr. H I] 
representing the taxpayer. Mr. Oliphant advised Mr. Hill that they 
were considering rejecting the offer and making it jeopardy assessment, 
that we believed the liability could be sustained in the Tax Court, and 
that in the absence of working out some sort of a trusteeship, assess- 
ments would have to be made. Mr. Hill stated that he would advise the 
Government what he proposed to do. 

On March 22. 1951. a conference was held in which the Government 
was represented by Messers. Oliphant, Leemy, Shore, Brown, Fein 
baum, and Campbell, and the taxpayer appearing personally and being 
represented by Bailey & Goldberg, Carl Bachman, and.Mr. A. J 
Swaney. The taxpayer was advised of four alternatives, first a jeop 
arcdy assessment. Seconda, the appointment of a receiver, and third, an 
independent trusteest) > \\V theout court action, and fourth, an ae 
ceptable offer in compromise. It having been determined that the 
$500,000 offer was insufficient, Mr. Sweeney requested a 2-week post- 
ponement for consideration of the matter. 

On April 3, 1951, another conference was held in which the Gov 
ernment was represented by Messrs. Leemy, Brown, Fred Bain, Reuten, 
and Campbell, and in which the taxpayer was represented by Mr. Hill 
and Mr. Sweeney. At that conference Mr. Hill stated that he was 


} 


willing to submit an offer of 81,500,000 in cash and the balance in 
nstallments. 

On April 10, 1951, such an amended offer, $1 million was submitted 
and on the same date, transmitted to the Intelligence Unit for recom 
mendations from the field. 

On May 10, 1951, additional information with respect to the merits 
of the tax was request d of the Intelligence Unit. 

On May 14, 1951, recommendation by the agents of rejection was 
received. On May 21, 1951, recommendations of the Chief of In 
telligence Unit and the Deputy Commissioner in Charge of the Income 
lax Unit were requested. 

On June 12, 1951, the Income Tax Unit recommended rejection. 

On August 2, 1951, the Intelligence Unit recommended a jeopardy 
assessment. Recommendations were immediately requested from the 
Chief of the Intelligence Unit and of Mr. Carter on behalf of the 
Deputy Commissioner in Charge of the Income Tax Unit. The Chief 
of the Intelligence Unit recommended jeopardy assessments, and Mr. 
Carter recommended against jeopardy assessments at that time. Mr. 
Carter’s reasons were that they had submitted an offer of $1 million, 
and it was the opinion of the field agents that if they could submit an 
offer of (blank) so much more, it would be given favorable con 
sideration. 

Mr. Kean. Whois Mr. Carter? 

Mr. Ouienanr. He is here. He is the head of our Audit and Re- 
view Division. 

Mr. Kean. Is he one of your men ? 

Mr. Ourpuantr. Yes, sir. 

On August 6, 1951, Mr. Campbell recommended a jeopardy assess 
ment be made. 





S02 INTERNAL REVENUE INVESTIGATION 


On August 23, 1951, an amended offer of $1 million was received, 
which reduced the down payment to $250,000, and on October 4, 1951, 
a full field report containing the information requested on May 10, 
1951, was received. 

After considering that report on October 18, 1951, the taxpayer was 
advised that his offer was rejected, and the files were transmitted to 
the Income Tax Unit with a recommendation that a jeopardy assess 
ment could be made if found warranted. A jeopardy assessment was 
made on October 18, 1951. Liens have been filed in accordance with the 
statutory procedure. The cases are still pending in the Tax Court. 

Chairman Kine. From your personal knowledge, Mr. Commis 
sioner, is it your opinion in going through this case as thoroughly as 
you have that every proper effort was made by the Department of 
Justice to secure a conviction or protect the Government’s rights 11 
this case ¢ 

Commissioner Duntap. Yes, sir, I think so. I know that the De 
partment of Justice assigned one of their best attorneys to this case, 
and that he battled hard for that conviction. 

Mr. Kran. Mr. Commissioner, was it that a speech was made i 
the United States Senate on the subject of Mr. Lias on October 17, 
1951, and that on October 18 you have just testified the jeopardy as 
sessments were placed ¢ 

Commissioner Duntap. I don’t know the date of the speech, Mr. 
Kean. 

Mr. Kean. Here it is. 

(The speech appears in the Congressional Record, October 17, 1951, 
pp- IBSV4-15599: see also October 19, 1951, Ds 3900: said pages being 
here incorporated by reference.) 

Commissioner Duniap. If you have it there, 1 presume it was mad 
on October 17, but you can’t make a jeopardy assessment on October 1s 
overnight, and it takes some time to work up the figures and the com 
putations, and to get those things made. As I testified here, it was 
started on October 12. 

Mr. Kean. It was filed on October 18. 

Commissioner Duntar. It took that long to work it up and get the 
things of record. 

Mr. Kean. But it does seem a peculiar coincidence in both of these 
cases the action was taken practically immediately after a speech on 
the subject was made in the Senate. 

Commissioner Duniap. Action in this case was taken before the 
=peech was made. 

Mr. Kean. Action was taken, you have just stated or testified, on 
the sth. 

Commissioner DunLar. Well, the action—— 

Mr. Kran. ‘The preparations. 

Commissioner Duntap. It went of record on the 18th, but the action 
leading up to it was taken on October 12. 

Mr. Kran. The preparations were made so that the action could be 
taken before that, but it needn’t have been, and you could have made 
your preparations and waited a month or 2 months or 3 months before 
actually filing it. 

Commissioner Duntar. We could have, but that is not our custom- 
ary procedure and once we decide to take the action, we take it in as 
short a length of time as possible. 
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Mr. Kean. These two coincidences rather puzzle me. 

Commissioner Duntap. There are a lot of coincidences going on 
nowadays and I don’t understand some of them. I don’t understand 
how certain people can read my mail and announce things over the 
radio program the day before action is taken in them, and there are a 
ot of things like that that I don’t understand. 

Mr. Kean. I don’t blame you for being annoyed. 

Commissioner Duntap. I will find out before I have been here for 
very long. 

Mr. Kean. In one of these speec ‘hes that I referred to there was a 
tatement made that this taxpayer had given away some of his assets 
luring the period when the case was under investigation. Now, is 
there any possibility that this could occur, and I don’t know what the 

gal question is, but if a man had given away his assets when he was 
facing a fraud case | wonder whether giving away his assets would be 
legal. 

Commissioner Duntar. Well, we don’t think so, and that is why 
your transferee assessment provisions of the statute protect us. 

Mr. Kean. That is what I should think, that it was not legal, but 
the statement was made, as you know, in the discussions that were in 
the United States Senate. 

Commissioner Duniar. That is the way I understood it. 

3 would like to emphasize in this case here again that the whole 

ction le: ading up to the final re je ction of th: at offer was predicated on 
try ing to get this fellow to offer more mone V. 

Mr. Ky AN. I note that in this case vou took action, and the Justice 
Department took action, in what I consider reasonable time. The ease 
ime up in 1948, while in the other case the action is just being con- 

lered in 1951. Of course, maybe this is an argument in favor of the 
osition that you have taken, because in the 1948 case you lost. 

Commissioner DuN LAr. Well, there, again, sir, you bump into the 
problem of the compli ations in any oiven ease, Some of them are 
uch more simple to get the answer im than others are. 

Mr. Kean. Of course, in this whole ease the strangest thing to me is 

e action of the judge, but we are not here to criticize al \ judges orto 

scuss What they think is the proper way of handling justice. But it 
ooks awfully strange to me. 

Commissioner Duniar. Of course, you understand that that is this 

ng that we appealed. And we lost the : ap ypeal., Here is a man that 

found not guilty bv a Federal court of income-tax evasion and 
ien who followed the legal remedies set up for him by law, of his 
ppeal to the ‘Tax Court. And we have merely acted all the way 
rough this case in the attempt to get as much money out of it in set- 

ng if as we poss b ly coul 43 pe nding the time the case 1s he; ara. I 
ive no idea when the Tax Court will hear the case on its merits or 

iat their decision will be. 

Chairman Kine. The committee will recess for 20 minutes. 

\ 20-minute recess was taken.) 

Chairman Kine. Mr. Lamar Caudle? 

Mr. Caudle is the Assistant Attorney General in charge of the Tax 

vision of the Justice Department. 

Please be seated, Mr. Caudle. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean will inquire. 
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STATEMENT OF THERON LAMAR CAUDLE, ASSISTANT ATTORNEY 
GENERAL, TAX DIVISION 


Mr. Kean. Before we get into a discussion of the proceedings in the 
Lias case, could vou explain to us how your Department is set up to 
handle tax cases ? 

There is, as I understand it, a separate department, in which yor 
have an Assistant Attorney General in charge of tax cases. And 
that is all that you do; is that right ? 

Mr. Cavupie. That is right, Mr. Kean. 

Mr. Kean. How many people do you have in that department? 

Mr. Caupir. We have 91 attorneys in the Tax Division. The Tax 
Division supervises all of the tax litigation in the country in the dis- 
trict courts, in the court of appeals, and in the circuit courts, as well 
as the criminal fraud cases, which are referred to us by the Bureau of 
Internal Revenue. Now, this Division is broken down into four see 
tions. 

One section is the Civil Section, which has a Section Chief, Mr 
Andrew Sharp. That is known asthe Trial Section. That is the Civil 
Trial Section of all civil litigation which comes to the Department of 
Justice on the question of taxes. 

Mr. Kean. These are all fraud cases? 

Mr. Caupitr. No, none of those are fraud cases. They are all civil 
cases. About 85 percent of our work is civil litigation. 

Mr. Kran. These are civil cases sent up by the Bureau? 

Mr. Caupie. No, sir. 

Mr. Kran. Where do they come from ? 

Mr. Cavpte. They come from the taxpayers, Mr. Kean. Whenever 
a taxpayer is at odds with the Bureau 

Mr. Kean. These are before the Tax Court ? 

Mr. Caupte. No, we do not appear in the Tax Court at all. 

Mr. Kean. No, I did not think se. — , 

Mr. Caupte. The only thing we do in the Tax Court 1s take the 
Cases on appeal. 

Mr. Kean. These are appeals from the Tax Court to the general 
court ¢ 

Mr. Caupie. No, sir. Just bear this in mind, and I will try to 
explain the thing to vou. We do not appear in the Tax Court at all. 
The Department of Justice does not participate in a hearing before 
the Tax Court. After the hearing is concluded and there is a judg 
ment rendered adverse to the taxpayer and in favor of the Gover 
ment, the taxpayer can note exceptions to the findings of the Tax 
Court and take an appeal to the circuit court, and when that takes 
place that is when the Appellate Section of the Tax Division takes over 
and prepares the brief and follows the procedures in the appellate 
court from that time on. 

Mr. Kean. And there you step in? 

Mr. Caupte. We step in only on appeals from the Tax Court. 

Mr. Kean. You step into the cases when they go to the circuit court? 

Mr. Caupie. Yes, sir. 

Mr. Kran. After appeals from the Tax Court ¢ 

Mr. Cavupie. That is right. And from the district court as well. 

Mr. Kean. Why do you do that in the Department of Justice rather 
than have some of the attorneys charged to Internal Revenue do that, 
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who would be more conversant, probably, with the technicalities of 
the tax law than you would be? 

Mr. Caupte. Mr. Kean, I think that stems from an Executive order. 

Mr. Kean. From what ? 

Mr. Caup.ue. It stems from an Executive order. 

Mr. Kean. You do not know why. That is your job that has been 
given you? 

Mr. Cavupie. That is right. We have an Appellate Section, with 
the highest experts that I think can be found in the country on the 
preparation of briefs in tax cases, arguing these various cases in the 
circuit courts of the country. 

Mr. Kean. From the legal point of view. But they probably are 
not quite as great experts on the finer points of actual tax law as some 
of the others. 

Mr. Cavpie. I don’t know. They have some very, very able at- 
torneys over in the Bureau of Internal Revenue, of course. T think 
they are splendid and fine. But it is the business of the Tax Division 
to take charge of cases on appeal. 

Mr. Kean. And that is 85 percent of the work of your 9] attor hey sf 
You said 85 percent of your work consisted of this Civil Section—— 

Mr. Caupte. No; we were talking about the appeals taken from 
the Tax Court. But the Civil Section supervises all of the tax litiga- 
tion in the district courts, in the United States courts of the country, 
and the Court of Claims. 

Now, whenever a taxpayer is asked to pay taxes which he believes 
he should not pay, he files a claim for refund. If the claim is denied 
within 6 months, the taxpayer has a right to bring a case in the dis- 
trict court of the district where he resides: and the moment he does 
that, by operation of law, it comes to the Department of Justice to 
defend. The case comes to us, 

Then these trial attorneys, these gentlemen in the Civil Section, 
are required to prepare that case for trial and file an answer. When 
the answer is filed, the issues are joined in the various courts of the 
country, and then the issue is thrashed out on its merits, or it may 
be compromised, according to what the Government thinks is In its 
best interests, and the taxpayer's as well. 

Mr. Kean. You will compromise a case just the same way as the 
Bureau compromises a case ? 

Mr. CAUDLE. Mr. Kean, we compromise many civil cases, The Gov- 
ernment can’t win all these cases. 

Mr. Kean. The Bureau has nothing to do with this at all? 

Mr. CAUDLE. Oh, ves. Whenever a complaint has been filed, an 
answer filed, and the issues joined, and there have occurred conferences 
between our trial attorney and the attorney for the taxpayer, some- 
time in betwixt and between the Government has a pretty fair idea of 
its chances to win. The taxpayer likewise knows what his chances 
are. And then offers in compromise are made by the taxpayer to the 
Department of Justice, to the Tax Division. And where we do receive 
those offers in compromise we refer the offer to the Bureau of Internal 
Revenue for an expression, to see whether or not the Bureau believes 
the offer should be accepted or rejected. We also seek their advice 
and seek to learn what their reactions are, although the responsibility is 
upon the Attorney General through the Tax Division. 
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When that is done, if the Bureau gives reasons why they believe 
should be rejected, we still weigh our chances of winning the case, a: 
then recommendations are made by every attorney in the Civil Secti: 
that has anything to do with it to the Compromise Section, which is ; 
independent section in the Tax Division. It is an independent sectio 
It is composed of very able men, skilled in this field, and they wei; 
our litigating chances. 

Mr. Kean. What is this independent section ¢ 

Mr. Caupte. It is a Compromise Section. 

Mr. Kean. You can gather from my questioning that I am not 
lawyer. 

Mr. Cauptr. I was just wondering. 

Mr. Kean. As a layman, I wanted to understand what you a 
doing. 

Now, you have one division, the Civil Section. 

Mr. Caupie. That is the Trial Section. It is a civil trial sectio 

Mr. Kean. And you still say that takes up 85 percent of your tim: 

Mr. Cavupie. Yes, sir. We think so. We have a tremendous ce» 
load there in civil litigation. 

Mr. Kean. Now, what are your other divisions? 

Mr. Cavpie. We only have four. I just mentioned the Comprom 
Section and the Appellate Section isthe third. Whenever we try thes 
cases in the United States courts or in the Court of Claims, if the tax 
payer wins, the Government may appeal: and, if the taxpayer los: 
or the Government wins, he may appeal. Be it whatever it may, if « 
appeal is taken, the Appellate Section of the Tax Division takes oy: 
preparation of the briefs. 

Mr. Kean. And what is your fourth? 

Mr. Cavupie. The fourth is the Criminal Section that handles ; 
the fraud cases. 

Mr. Kean. How many lawyers do you have attached to your Cri: 
inal Section ¢ 

Mr. Cauptr. We have around Li. We ought to have 17. And no 
at the present time, with the resignations and the vacancies whi 
we are trying to fill, we have, I think, 10. We ought to have mor 
than that. 

Mr. Kean. You only have 10 lawyers to handle your criminal case 

Mr. Caupie. Yes, sir. But when we will have filled the vacanci: 
that come from resignations we will have about 15 attorneys. 

Mr. Kran. About 15 attorneys? 

Mr. Caupte. Yes, sir. 

Mr. Kean. And those attorneys handle about how many tax fra 
cases in a year? 

Mr. Caupir. Well, it all depends. In 1951 I think there were 3+ 
fraud cases recommended to the Department of Justice for prosec 
tion. 

Mr. Kean. That year, recommended ? 

Mr. Caupte. Yes, sir. 

Mr. Kean. And these attorneys are the ones who also study th 
cases and decide whether they shall be brought to trial? 

Mr. Caupie. Yes, sir. 

Mr. Kean. And, of these 383 cases, about how many are ultimate! 
brought to trial?’ My memory is that at one time someone from yor 
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Department said about half were usually sent back and not brought to 
trial. Is that right / 

Mr. Caupte. No,sir. You see, we have to go from year to year. We 
have pending cases that are pending when the new cases for the new 
fiscal year come over. And you can hardly follow the number “383” 
all the way through, because we have cases that were pending at the 
time these cases were coming over. So at the end of the fiscal year we 
show how many cases we have prosecuted, how many we have suc- 
cessfully prosecuted, and how many we have lost, and give you the 
true status. 

Mr. Kean. Of the 383 cases, about how many are ultimately brought 
to prosecution ¢ 

Mr. Caupie. It would be impossible to tell you. It varies from 
vear to year. But, if you would lke to have over-all statistics on it, 
we can get them up for you, and we would be glad to give them to you. 

Mr. Kean. I think it would be well for the committee to have 
that. 

Mr. Caupte. We would be delighted to do it. 

Mr. Kean. Who is head of that section ? 

Mr. Caupte. Mr. Mever Rothwacks. 

Mr. Kran. And he has the privilege of coming from New Jersey, I 
believe. 

Mr. Caupte. From Passaic; yes, sir. 

Mr. Kean. And he is the head of the Criminal Section ? 

Mr. Caupte The head of the Criminal Section; that is right. 

Mr. Kean. That is all, Mr. Chairman. 

Chairman Kine. Mr. Caudle, you and Mr. Rothwacks have re- 
quested the privilege of appearing before this committee, 1 under- 
stand, for the purpose of dispelling some rumors that have persisted 
in connection with the proceedings or trials as to the much publicized 
Lias case: is that correct ¢ 

Mr. Caupte. That is correct, sir. 

Chairman Kine. The committee would appreciate hearing from 
you, Mr. Caudle, and you, too, Mr. Rothwacks, as you see fit. You may 
proceed. 

Mr. CaupLe. Mr. Chairman, the rumors we had heard from different 
sources were to the effect that I had sent out to assist the United 
States attorney, Mr. Spillers, lawyers not of the character for such 
in undertaking, and inexperienced, It troubled me when I heard 
the rumor. It is bound to be unfounded. It can’t be true. 

There were two gentlemen of our section who assisted the United 
States attorney in the preparation of this case. They were Mr. Rufus 
McLean, one of the ablest attorneys the Tax Division has ever had, 
a man of initiative, unusual energy, capacity for hard work, never 
complaining of his assignments, and in fact a gentleman who is so 
pes and has such an excellent and splendid record that Mr. James 
McInerney, the Assistant Attorney General in charge of the Criminal 
Division, and who was my first assistant for almost 4 years when he 
was in the Tax Division with me, knew the capacity of Mr. McLean, 
knew his initiative and energy and thoroughness, and inve igled him 
to go down and head one of the sections, where he is chief of the section 
that supervises the enforcement of the OPS regulations. And he is 
there now. 
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Mr. McLean went down with Mr. Rothwacks to assist Mr. Spillers. 
And I want you to know that it is always our policy when cases are 
sent out to the United States attorneys, if they want assistance and 
they ask us for it, that we try our best to do what we can to assist them. 
Oftentimes it means that the cases the gentlemen are working on in the 
office are stopped. They cannot be assigned to others, because they 
have had many conferences on them, and they have followed the cases 
on through. Consequently, Mr. McLean went down there with Mr, 
Rothwacks. 

The reason I came over here today is that I wanted to come. I 
wanted to come because of the respect and the affection and the gen- 
uine esteem in which I hold Mr. Rothwacks, which is mirrored, I 
know, by all those in the Department of Justice who have known him. 

I have been in charge of and responsible for the affairs of the Tax 
Division now for 4 years, I think. I assumed the responsibility, I 
believe, in November of 1944. This gentleman was one of the attorneys 
in the Criminal Section. In my heart [I know that oftentimes | 
assigned to him many hard things which were a great burden to 
him, but without any complaint he would go out into the field wher- 
ever the services of a splendid attorney were needed and assist the 
United States attorney in the trial of cases. When cases had to be 
argued in the circuit court or briefs had to be prepared, he had no 
hesitancy in taking on the assignment. 

As the work of the Division would flow ultimately through my office 
out into the field, I noticed time and again the splendid and the thor- 
ough nature of his work—never asking for promotions, never having 
friends to come to see me for promotions or recognition. 

There came a time when I had my first assistant, Mr. McInerney, 
resign to become Chief of the Criminal Division, and I made Mr. 
Smith my first assistant. And, without any reflection on the other fine 
men in the section, I felt that the honor was deserved by Mr. Roth- 
wacks and that he unquestionably had earned it, and I made him the 
section chief because of his capacity to assume the responsibilities, 
heavy responsibilities, of a very difficult office to perform. 

He has done well. He enjoys the confidence of all of us, the Attorney 
General, who know of him as well as I do; and, when the time came 
that Mr. Spillers wanted a trial attorney to assist him, when this case 
came on for trial after the other indictment was dismissed, Mr, 
Spillers particularly asked for Mr. Rothwacks. 

In the meantime, you see, we had many conferences on the Lias case 
in the Department of Justice. Mr. Spillers was the attorney down 1) 
Wheeling, W. Va. When we send cases out, we know the dilliculties 
the attorneys will have with the case. We try to button up a case as 
well as we can before it ever goes out, but even then, with the assistance 
of the Bureau and the agents, who always cooperate with us, we just 
can’t get facts sufliciently strong to the point where we believe that 
we will win beyond any doubt. 

Mr. Rothwacks went down and was down there with Mr. McLean for 
2 weeks, I believe, and then I think he remained and stayed on and 
assumed a responsibility in the final stages of the preparation of the 
trial. 

He worked night and day. Every night he would call over long 
distance and report to me the progress of his efforts and the progress 
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of the United States attorney, and I have received many compliments 
from the people down there about his work. 

And. Mr. Chairman, after the trial was all over and the Government 
had lost its ease, the trial judge, Mr. Harry E. Watkins, for the south- 
ern district of West Virginia, wrote Mr. ‘Tom Clark, who was the At 
torney General at that time, a letter about Mr. Rothwacks, and I would 
like to read this letter. I think it is fitting at this time, because of why 
I am here. 

DEAR GENERAL CLARK: I have just completed the trial of United States \ 
William Lias, a long and most difficult income-tax evasion case transferred to 
me by Judge William Ek. Baker at Wheeling. Meyer Rothwacks, of the Depart 
ment of Justice, assisted this trial attorney in the trial of tl 

The purpose of this letter is to express my appreciation for the very splendid 
work rendered the Government by Meyer Rothwacks in the case. He was of 
reat assistance in the court, and I do not know what I would have done without 


iis Coseé 


him. He actually worked night and day throughout the trial. I depended upon 
him to furnish me a comprehensive brief on the many different lezal questions 


which arose, and he never disappointed me. His argument to the jury and his 


cross-eXxamination of some witnesses were outstanding 
With kindest personal regards, 
Sincerely, 
Harry FE. WATKINS, 
United States District Juda 

It is rather embarrassing for Mickey, here—we affectionately call 
him Mickey—for these rumors to be about. He didn't ask Ie to 
come over here, but I knew that Mr. DeWind had called him, and I 
knew how he felt about such rumors, and l. unsolicitedly, voluntarily, 
came with him, and | want to tell vou gentlemen and all who are 
listening of my appraisal of this young man and the confidence we 
all have in him. 

Chairman Kina. I t] i k. Mr. Caudle. the record of Mer. Rothwas ks 
and the esteem in which I know he is held by many prominent men 
bers of the Government would be more than sufficient to controvert 
any statement that he was inexperienced or not able. l think his 
record is such that that would be a completely ridiculous statement 
to make. 

Mr. Rothwacks, would you care to say something? 


STATEMENT OF MEYER ROTHWACKS, CHIEF, CRIMINAL SECTION, 
TAX DIVISION, DEPARTMENT OF JUSTICE 


Mr. Roruwacks. Mr. Chairman, I would like to talk about the facts 
of this case. 

Chairman Kine. Very well. Proceed. 

Mr. Roriwacks. This case was referred to the Department of 
Justice on April 15, 1948. It was considered by Mr. McLean, to whom 
the cise Was assigned. It wis also considered by Mr. Slack, who is 
now head of the Appellate Section and one of the oldest men in the 
Department of Justice in terms of service and one of the avlest men 
In terms of experience. 

The reconunendation of the Commissioner Wits concurred in. The 

ise was forwarded to the United states attorney several days later. 
As you know, in subsequent proceedings, Mr. Lias entered a plea of 
guilty to, L think, the 1946 count of a four-count indictment before 
Judge Baker in W hee line, W. Va. Judge Baker sentenced him to. 


| think, a term of 5 years Impt isonment, 
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Thereafter, Mr. Lias through new counsel moved to withdraw hi 
plea of guilty. The Government, through Mr. Lee Spillers, vigorously 
resisted that motion. And when I say “vigorously” I mean vigor 
ously. Because although we advised Mr. Spillers, and it is still my 
opinion, and so sustained by the Court of Appeals, that we had abso 
lutely no legal basis to contest Judge Baker's permission to Mr. Lia: 
to withdraw his plea, Mr. Spillers insisted on going ahead before the 
Court of Appeals, and he did. And I say for the record that he did 
that although it was my opinion, stated in the record, that we had n 
legal basis for going ahead. And the Court of Appeals confirmed 
my suspicion in that regard, because, as I recall, they announced thy 
decision from the bench, a very unusual procedure. 

Mr. Kean. May I ask you a question at that point, Mr. Rothwacks ’ 

Mr. Roruwacks. Yes, sir. 

Mr. Kean. As I said before, I am not a lawyer. But is it not a 
very unusual situation where a man a couple of months after trial and 
sentencing is allowed to withdraw a plea of guilty? Is that a com 
mon practice / 

Mr. Roruwacks. Well, to my knowledge, if your question is, “Doe 
it happen very often?” the answer is “No.” But the legal warrant 
for such action on Mr. Lias’ part comes from the rules of crimina! 
procedure. A defendant has the right at any time now, I think even 
after sentence, to withdraw a plea of guilty if he can demonstrate to 
the court that the plea was entered for one of several reasons, one of 
which would be some misrepresentation or misunderstanding in con 
nection with his entry of the plea. And to my recollection, although 
I was not familiar with the case at that point, I think it was Mr. Lias’ 
contention that he had been assured by counsel that he would not get 
any jail sentence in that case. And, as I say, the result of the argu 
ment on the motion was that Judge Baker, who did the sentencing, 
permitted Mr. Lias to withdraw his plea of guilty on the representa- 
tion that Mr. Lias had entered the plea on representations made to 
him through his counsel that he would not be sent to the penitentiary 

Mr. Kran. Is that a usual legal proceeding for someone to be 
promised that if he pleads guilty before a trial gets under way he 
not going to be sentenced to prison ? 

Mr. Roruwacks. Mr. Kean, I can only speak for myself and sa) 
that I would not presume, as a lawyer, to divine the judgment of 
court in a case. 

Mr. Kean. Not being a lawyer, I can tread on ground where ange! 
fear to tread. 

Mr. Rornwacks. But whatever the facts are, it is clear that M: 
Lias made these public representations to the court that he had bee: 
given assurance p peor his counsel that he would not be sent to jail, 
and that that was the reason why he entered the plea of guilty. Now, 
I am basing that on my recollection, and I would want my recollectior 
to be corrected by what the true facts are. I think that is substar 
tially correct. And Mr. Lee Spillers, then United States attorney, 
now no longer United States attorney, insisted on taking the case up, 
even though we felt sure he had no legal basis to do it. 

The court of appeals overruled the Government, and the case we 
to trial before Judge Harry E. Watkins in Fairmont, W. Va. 
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Now, I am not going to comment on the conduct of the case. I 
think the transcript of the record will speak as to that. I think if you 
ventlemen are at all concerned about the conduct of the case by Mr. 
Lee Spillers, who was the counsel in the case, or Mr. Paul Camelotti, 
or myself, the record will tell you what we did. 

And, incidentally, may I digress for a moment to say something 
which I want to say ¢ 

I have been in the Criminal Section of the Tax Division for 10 years. 
| have worked with special agents all over the country in many im- 

tant cases. I have never seen a group so diligent, so capable, so 

mscientious, so eager for a conviction, in this case in which a convie- 
tion Was roundly deserved, in my opinion, than the special agents who 
were assigned to this case, under Mr. Carl Watson, who is special 
gent in charge in that Division, and I speak particularly of Mr. 
Jimmy Price, who was the chief special agent in this case. I think 
the public should know from someone who is not a member of the 
freasury Department, as I am not, that these people, no matter what 
is being bandied around now and said and publicized, these men, all 
over the country, are in truth unsung heroes, because they work and 
labor and are conscientious and are diligent, and no one knows of the 
valiant efforts which they put into these cases as much as the attorney 
who is there trying the case and working with these fellows. And I 
want to take this opportunity to put into your record, gentlemen, my 
statement that you will not find anywhere in any governmental agency 
any group of men more qualified to conduct an investigation than the 
men who handled the Lias investigation. 

Now, the Lias case was bitterly fought. It was a bitterly contested 
case. The Government tried it on a very difficult theory, because it 
was the only theory that we had available to us. 

[ would like to illustrate that theory to you. In general, there are 
two methods of proof in these criminal tax cases. The first method we 
call the direct method, or direct proof. For example, a storekeeper 

ikes certain sales to X, Y, and Z. He keeps books, but he doesn’t 
put on his books the receipts which he gets from X, Y, and Z. The 
agents go to X, Y, and Z and get the proof that they paid over to the 
torekeeper these amounts. We use that evidence in the file. That 
s direct evidence of unreported income. That is something that a 
jury can understand, something they can sink their teeth into, some- 
thing they can almost see. 

Now, there is another method that the Treasury Department and 
the Department of Justice are forced to use because no other proof is 
ivailable, and that is the indirect method. And that is what we used 

the Lias case. It is this: 

We established that over the period from 1942 through 1946 and, 

‘identally, we established this so clearly that counsel—and I may 

iv that there were at least 8 or 10 or 15 counsel of record in that case: 
ere must have been 6 at the trial table all the way through—counsel 
sisted all the time that the Government was wasting its time, that 
ey were willing to stipulate all of this testimony to the jury. It was 
ought out that Lias spent in this period $1,500,000 of his money for 
rious expenditures, buildings, businesses, race track, gambling 
ouses, et cetera, et cetera. 
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Now, of course, proof that you spent money doesn't prove that yi 
earned it mg the year in which you spent it. I think that is obvio 
to all of us. So in order for the Government to establish a crimi 

ase, we hi a to have proof that as of the beginning year, and this ye: 
it would be 1942, Mr. Lias could not haye had and did not have enoug 
money to account for his expe nditures in the taxable years, If he d 
not, and if the Government could prove that, then the jury under t 
law, established by the Supreme Court in the Johnson case, cou 
draw the inference that the excess of expenditures over reported 
come in those years constituted his unreported net imcome. 

And we had what we thought was cogent evidence of the fact t} 
Bill Lias did not have that much money or anywhere near that mu 
money to account for the expenditures which he made in these taxa! 
years. 

kor example, | W il] vive vou just ohe piece of evidence which con 
to mind. Lias owed taxes going all the way back, I think, to sor 
time in 1950. Tle was paving for it on the installment plan, as I r 
member. Shortly prior to 1942. which was our first prosecution ye 
a wrote a letter to the Trea ISU Lh partinent, which was imsisti 

ithe payment of this tax, stating in effect : “I cannot pay this mone 
rl “A not have it. 

It wasn't very much, gentlemen. It was a relatively small amou 
of mol ey. “LT am so broke.” in effect. he suid. not quoting him. th 
“Tean’t afford to send my accountant to Washington to see you on this 
thir 7 And there was other evidence of the same nature. And if 
Government was confident that on that evidence it could reasonal 
‘ Xpect a conviction, 

Now, the jury acquitted him in a long 6-week trial, from 9 o’clock 
the morning until 6 o'clock at night. and I think we did have sor 
Saturday sessions: Tam not sure. The jury was locked up all duri 
that trial. The case terminated on Saturday night at about 10:: 
July 2. The jury brought in its verdict 2 minutes before midnight 
Julv 2.a verdict of acquittal. 

Now, lf «do not eriticize the pury. We have the jury system. \\ 
presented the facts vigorously, completely, and [think diligently. ‘I 

‘ense Was a strong one and acapable one. The — ided in fay 
of the defendant, apparently because it did not believe that Mr. L 
did not have monevs left over from lis bootlegging vr venture bac *k i? 

hties wha early thirties with which to account for the expe! 
that he made in the taxable vears. 
ould talk to vou about this case for hours, because it Was a le 
drawn out, fascinating case. I< “wn pont out to you one reason whi 
nk il jury might ay heel persuaded to acquit. And I don’t thi 

is improper for me to do this. There was evidence in the case, f 
example, that during these taxable years there was some kind of 
arrangement between Mr. Lias, who, incidentally, was the owner 
some 14 or 15 businesses, and the city of Wheeling, W. Va., where! 
the city of Wheeling would collect, or would fine him periodically, 4 
niintainine al dl operating slot machines. My recollection, I th 

that there was evidence to that effect by city authorities. 

Now, gentlemen, that is a sue — trinl hazard. Because a ju 
vho sees that one agency of the Government enters into an arrang 

1 pepe wilh reby he Is enabled really to earry on his ille: 
Il think Nasty he loath to convict him if another arm of 
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Government, which the juror may not be so prone to distinguish 
from the first, seeks to tax him on the very moneys which the municipal 
agency permitted him to make and obtained fines from. 

| could fo on for hours, There ure other bits of evidence in t! 


Case, | make ho e@ACUSeS, The Government iis ho ipologies to otler 


for the record of the prosecut! n the Lias case. ] 
viction that the test HON 
was strong, very strong 
expenditure « ises 
to have Wis the Li: 
sorry tl the jury 
Now. one more ti 
tlogyv. He didn’t te! 
ive deterred limi if 


I want tosay tl 


' vest of their eff 

Chairman Kine. Very well. As fat 
Mr. Rothwacks, [am satistied that vo 
pletely unfounded rumor. And I wil 
l record such as Vours ims to dete! 
Justa sad travesty On just eanei: 
ible Government sery 

| Wihtt to sayvea { t ih iit 

nded and m: 
If that is all. may step down, 


ibcomumittee 
= SO) acl 
Withess, 


today 


ommittee will mw stand recess on Ca 


(Whereupon, at 4:55 p. m.. Tuesday, October 


is recessed, subj { } enll of the chairman. 
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THURSDAY, OCTOBER 25, 1951 


House or Representatives, SUBCOMMITTEE 
~ ADMINISTRATION OF THE INTERNAL Revenue Laws or 
rue COMMITTEE ON Ways anv MEANS, 
Washington, DD. @, 


The subcommittee met at 10:45 a.m., pursuant to call, in the main 
earing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King, Doughton, O’Brien, and Kean. 

Present also: Adrian W. DeWind, chief counsel to the subcommit- 
tee; Bruno Schachner, special counsel; Stanley S. Surrey, special coun- 
sel; Charles S. Lyon, assistant counsel; Donald Schapiro, assistant 
ounsel; Joseph H. Flom, assistant counsel; and James W. Dowling, 
hief investigator. 

Chairman Kine. The subcommittee will be in order. 

Commissioner Dunlap, will you come forward, please ? 


STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF INTERNAL 
REVENUE 


Chairman Kine. Mr. Commissioner, press reports over the last 12 
or 14 hours have indicated, and the speech you made yesterday before 
the Press Club, first, that the impression was, at least, that this sub- 
ommittee should probably draw back from its inquiry into the affairs 

the Internal Revenue Bureau in consideration of preserving or 
rotecting the revenue of the country; further, that the subecommit- 

e has developed or uncovered little, I believe, or nothing other than 
vival the Bureau has had previously under investigation. In other 
ords, the impression gained by many from the press reports, Mr. 
Commissioner, was that what this subcommittee has done or accom- 
plished has been largely because of the information furnished by the 
Bureau, and that independently or above that we have uncovered or 
leveloped nothing. 

[ believe that the subcommittee is looking for an expression from 
vou in clarification of your statement, and I believe you, yourself, are 
ntitled to have it explicitly understood exactly what you meant and 
| believe that the public, too, is entitled to have a clarification. So 

ui may proceed in your own f: ashion, Mr. Commissioner. 

Commissioner Duntar. There are some things that you should un- 
erstand about that talk vesterday. In the first place, I was talking 

newspapermen whom I understand are considered the outstand- 
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ing newspaper people in Washington. In the second place, I was tol 
that it was an off-the-record talk. In the third place, only late ves 
terday afternoon did I learn that there had been a recording mad 
of it. 

In answer to vour first suggestion there, Mr. King, that I suggeste: 
this subcommittee pull off from its work, any such interpretatior 
of course, is entirely erroneous. Little excerpts from any talk, tak 
by themselves, are misleading. You must go back to the backgroun: 

Prior to that, [ was talking about the headlines that appeared 
the papers, Stories that have appeared in the papers as a result o 
comments made in California by the Kefauver committee and t] 
California Crime Commission, which the Bureau could not answ: 
because it had investigations then under With. | made reference t 
certain remarks that had been made in the Congress, which tf] 
Bureau could not answer and which received a great deal of pul 
licity, and which your subcommittee has since given me the oppo! 
tunity to answer. 

| appentled to those heWspaper peop le. to vou, ancl to every bod. 
else present, to stop and think, and dr: aw back, and take a look at th 
picture as to what was being created in the minds of the public by 
stories printed throughout the press which the Bureau could 
enswer and which made our officers look as though they had bee 
derelict in their duty, when in reality they had not been. 

There was ho snevestion and ho intended sugvestion that thi 
subcommittee should pull back from its work: none whatsoever. 

My exact words, after laying that predicate as to some of the stori: 
that have been printed—and I do not think the newspapers can ceas 
from making available to the public the news as they receive it, 
certainly some of the people who make such statements conte nd wit 
them when they know the truth themselves : 

So IT submit to you the propositon that I think the time has come when all « 
us, and | include Mr. King in that. we all of us had better draw back and think 
the consequences that you are going to pay and that IT am going to pay if we a 
not think a little more deeply and realize that when this next filing period com: 
if people have no contidence in your internal revenue service, this country is going 
to be faced with very serious crises 

I meant that, but I repeat to you that if you take the talk as a whole, 
and do not take little excerpts from it, you will find it was an appe: 
to new “paps : people to be fair in the stories the ‘V printed about t! 
bureau. and to all of us to be certain that the statements we mace we 
fai to the Bureau. 

If there is any suggestion in those remarks that your subeommitt: 
cease Its Operations, lam SsOrry, because It Was not inte nded. 

As to the other question that you asked, the second part of it. I - 
net mean to imply that this subcommittee has not developed \ 
important and very factual information. It certainly has. 1 would | 
the last one to say it has not, 

In many instances you have taken things that have happened a1 
built them up into the final and true picture. This is a cooperativy: 
thing, and it must continue to be, and I want to again say that insofa: 
as the Bureau is concerned, you have our full and complete coopera 
tion, and you will continue to have it, and we are just as anxious to 
get the truth of these matters as you are. I do not think that an) 








INTERNAL REVENUE INVESTIGATION S17 


quibbling about how it is arrived at is material. What we are after 
is the answer to the big picture. 

I intend to get it, and you intend to get it, and everybody else in- 
tends to get it, and I cannot see where there is any room for misunder- 
standing on a subject we are all working on night and day. 

Certainly, I realize what you are doing, and I know what you are 
doing, and I think the public knows what you are doing. 

Chairman Kine. Mr. Kean will inquire, Mr. Commissioner. 

Mr. Kean. Mr. Commissioner, the impression given by the article 
that I read in the press—I was not at the meeting and I did not 
hear the actual speech—was that the Bureau would have developed 
these cases and carried them to the conclusion of vetting rid of any 
persons in the Department who should not remain in the service, if 
the subcommittee was not in existence. Is that so? 

Commissioner Duniar. Any such implication placed on my re- 
marks by the press is their own implication, and it is entirely erroneous. 
We, of course, as you know, constantly are digging into those cases, 
ind we are t ry ing constantly to take corrective act lon. Nobody knows 
that better than your subcommittee, Mr. Kean, and I feel that since 
| became Commissioner, that has been clone \ igorously and will con- 
tinue to be done vigorously. There was no implication in there, and 
none was Intended, to that effect. 

Mr. KEAN. Well, mi Opinion is that before Vou became Commis- 
sioner, the Bureau was dragging its heels somewhat on many of these 
eases which it had some information on, information sufficient for 
them to be suspicious of what was going on in certain areas. It may 
be true that the Bureau had the infor mat ion about many of these cases, 
but until this subcommittee started its work they did nothing about 
most of them. 

Commissioner Duntap. All I can sav to that is that I know that 2 
years ago, the Secretary of the ‘Treasury cirected the Commissioner 
of Internal Revenue to dig in and get rid of any rotten spots that 
he found in the Bureau, and that he prodded him up about it many, 
many times and that it was the assumption that that was being done. 
I know it Is being done since I have been there, but I hesitate to say 
anything about what may have gone on before I came there. 

Chairman Krxe. Very well, Mr. Commissioner. I merely wanted 
to have this matter of record. 

I clo not know. Iv) DhN experie) ce here, of a committee which has 
I iffed itself any better than the committee staff presently employed. 
lt is very diligent and, under considerable difficulties, 1 have always 
felt was doing the job just as it should be done. And I was much con- 
cerned, Mr. Commissioner, over any interpretation that had been 
placed upon your remarks that would have indicated that this sub- 
ommittee, and particularly its staff, was not performing an excellent 
job. 

Commissioner Dunnar. May I ask you a question, now, sirf Is 
your committee satistied with the cooperation that you are receiving 
from the Bureau ? 

Chairman Kine. Excellent. There has never been a question, Mr. 
( ommiussioner, since you have been on the job. 

Commissioner DuNnLar. Do you feel also, Mr. King, that both of us 


re doing evervthing we possibly can / 
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Chairman Kine. Quite so. 

Commissioner DuNtar. To better the internal revenue service / 

Chairman Kine. That is correct. 

Conmunissioner Dunuar. | think that that is the important thing 
and IT cannot see any reason why anybody should get excited abou 
details. In other words, you are after the best internal revenue ser 
ice possible, and I am after the best internal revenue service possib! 
and L think very highly of you personally and of every member on yor 
subcommittee and on your staff, and L hope you have a fair opmion « 
me, at least. And I just want to assure vou that that is the way \ 
want to operate, and we will continue to operate, regardless of wh 
may appear in the papers. 

Chairman Kring. Very well, then, Mr. Commissioner, you may st: 
down, and the subcommittee appreciates the statement you have ma 
here today to the subcommittee. 

Chairman Kine. Mr. Marcelle; Mr. Joseph Marcelle, will you con 
forward, please? Please be sworn. 

Do you solemnly swear that the testimony you are about to give w 
be the truth, the whole truth, and nothing but the truth, so help y 
God ¢ 

Mr. Marceuie. I do, sir. 

Chairman Kine. Please be seated. 


TESTIMONY OF JOSEPH P. MARCELLE, FORMERLY COLLECTOR 0! 
INTERNAL REVENUE FOR THE FIRST DISTRICT OF NEW YORK 


Mr. Marcector. Mr. Chairman and gentlemen; at the outset, 
wanted to tell you how sincerely sorry I was, and am, if I caused yo 
any inconvenience yesterday. Very frankly, about 2:30 I talked + 
Mr. DeWind’s office, and then about 4:30, and then about 8 o’elock t] 
roof fell in on me. I had not eaten until that time, and I say thu 
honestly, and I went over and I saw a dish another person was having 
and I was befuddled and bewildered and upset, and I ordered it, and 
became rather sick around 2 o’clock. And as I understood it, M 
DeWind told me that he wanted me to be available, and at all tiny 
in New York I came whenever they wanted me; and I intended to ¢ 
it, but when I did become ill, I thought that my understanding w 
that I could go home or await further orders, because I felt the conve 
sation with Mr. DeWind was that | would not positively be called. 
felt I wanted to get home. 

It may sound unfortunate, and I am terribly sorry, and I wish 5 
would accept my apology. I became twice as ill when I saw the new 
papers in New York, and immediately called Mr. Lyon here, and tri 
to reach Mr. DeWind, and I called and they told me to get Mr. Dowling 
and I got him and I immediately went to his office, and ‘I did everythi1 
that I thought that I could to erase, and won’t you please accept m) 
apology? It was never intended. 

Chairman Kine. Your failure to appear did cost the subeommitt 
some inconvenience, but your explanation and your apology is accepte 

Mr. Marcetir. Thank you, sir. 

Mr. DeWinp. Mr. Marcelle, on October 23, 1951, it was reported t] 
you had resigned as collector of internal revenue for the first distr 
of New York; is that correct ? 

Mr. Marcetze. That is correct, sir. 
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Mr. DeWrnp. That resignation was reported to have been submitted 
by you at the request of the Treasury Department. 

Mr. Marcetxie. That is correct. 

Mr. DeWrnpb. Mr. Marcelle, when did you first hear from the Treas- 
ury Department regarding vour requested resignation 4 

Mr. Marcetir. It must have been around 5 o’clock, and I had re- 
quested a social call or I intended to make some suggestions to the 
Secretary of the Treasury, and I had an appointment for 2:30, and I 
was told that both the Secretary and tlie Commissioner would see me at 
1:30. And I went to the office at 4:25, and I was admitted to Mr. 
Dunlap’s room, I think about 5 o’clock. That was the first I heard 
of it. 

Mr. DeWinp. Do I understand you to say you had requested a con 
ference with the Secretary ? 

Mr. Marcet.e. Yes, sir. 

Mr. DeWrxv. When did you make that request. Mr. Marcelle ? 

Mr. Marcetier. I had made that request some 2 or 3 weeks ago, and 
on a Thursday, about a week ago, I had attempted to take the 7:15 
plane, and they were grounded, and my appointment with the Secre- 
tary then was for 11 o'clock, and I wasn’t able to make it because of the 
grounding of the planes. And I called a Miss Kelly, I understood to 
be Mr. Snyder's secretary, and explained, and I was told then that an 
appointment would be made when I was down here for the meeting 
with the members of the Bureau, the collectors and agents. 

Mr. DeWrnp. Well, did you request the meeting on October 23, or 
did the Secretary request you to come to the meeting ? 

Mr. Marcetxe. I called up when I arrived here, and asked Miss 
Kelly, or I told Miss Kelly I was here, and if the Secretary would see 
me at his convenience, I would hold myself available. 

Mr. DeWinp. All right. now, who was present at the conference at 
t:30 on October 237? 

Mr. Marcetier. Well. the best recollection—I don’t recall now if the 
girl was present, or at any time, but just Mr. Dunlap and myself. 

Mr. DeWinp. And where did that take place / 

Mr. Marcetie. In Mr. Dunlap’s office, I assume. I had never been 
there before, and I assume that that room was his office. 

Mr. DeWinp. It was in the Bureau of Internal Revenue? 

Mr. Marcetie. Yes, sir. 

Mr. DeW inv. What time did that meeting begin / 

Mr. Marceiir. About 5 o’clock. 

Mr. DeWinp. When was it ended ? 

Mr. Marceie. It may have ended by 6 o'clock. At that time I had 
not resigned, because I couldn’t find out the real reason, and I asked 
for a little time, and I wanted to call my home, and I didn’t want 
whatever decision I made to be struck at home without my at least 
calling my wife and talking with her, which I did. And I went back 
again about 8:15 or 8:30 and told them that I was going to go along 
with his request, and I wanted to give them the cooperation. 

Mr. DeWtnp. Now, was anybody else present during your confer- 
ence, in addition to the Commissioner ¢ 

Mr. Marce.ie. I insisted that I be heard by the Secretary, since 
iy appointment was with him for suggestions, as I said, I wanted to 
make; and the Secretary did see me in Mr. Dunlap’s presence, and I 


Lid. “Now— want 
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Mr. DeWinp. You said you insisted upon the Secretary coming: 
is that what you said ? 

Mr. Marceie. I insisted that I be given an opportunity to talk and 
see the Secretary ; and Mr. Dunlap, I believe, went in to see the Secre 
tary, and the Secretary said he would be glad to see me, as I under 
stood it, and I went in and I said, “Mr. Secretary, you know my office, 
and you know something about me, and——” 

Mr. DeWinpn. Just a minute, Mr. Marcelle. I just wanted to get 
the circumstances straight. ‘The Secretary saw you with the Commis 
sioner in the Commissioner’s office ? 

Mr. Marcetie. No: in the Secretary ’s office, and we went around, 
and Mr. Dunlap and myself went around to the Secretary's office. 

Mr. DeWinp. Now, at what time was that, Mr. Marcelle / 

Mr. Marceusie. It was between 5 and 6 o’clock, because when T left 
the Bureau, I left from the Secretary’s oflice. 

Mr. DeWinp. Then between 5:50 or 5 o'clock and 6 o'clock, yor 
and the Commissioner and the Secretary conferred together / 

Mr. Marcetie. Yes, sir: I didn’t have a watch or I wasn’t looking at 
the time. but I know it was between that hour. 

Mr. DeWinxv. Approximately at 6 o'clock that conference wa: 
terminated / 

Mr. Marcense. It is possible, very possible; ves. 

Mr. DeWinp. Now, at that time, vou had been requested to sub 
mit vour resignation, is that right? 

Mr. Marcetie. Yes, sir. 

Mr. DeWinp. Who first asked you to submit your resignation ? 

Mr. Marcetie. The Commissioner. 

Mr. DeWinp. Did the Secretary of the Treasury repeat that re 
quest 4 

Mr. Marcetir. Yes, sir. 

Mr. DeWixp. Now, when did you accede to the request ? 

Mr. Marcetie. About 8:30 that evening. 

Mr. Dy WIND. Between 6 and S: 00, the conference had been 
terminated ¢ 

Mr. Marcetie. That is right, sir. 

Mr. DeWinxp. Where were you, or did you go back to the Treasury 
By partment ( 

Mr. Marceuoie. Yes. 

Mr. DeWinp. To the Secretary ’s office ? 

Mr. Marcenie. Yes, sir: and I went to Mr. Dunlap’s office. 

Mr. DeWrnp. At the Bureau of Internal Revenue ?¢ 

Mr. Marcenie. Yes, sir. 

Mr. DeWixp. And who was there when you returned? 

Mr. Marcenne. Just Mr. Dunlap, and I think outside, there was a 
centleman cdlownstairs, there was a chauffeur, and that is ny best 
recollection now, and I didn’t take much notice. 

Mr. DeWixp. Now, when the Commissioner first requested your 
resignation, Mr. Marcelle, were reasons cviven for that request ? 

Mr. Marcenie. They were not. I asked him very frankly, and I 
said, “You know, [ have been proud of my office, and I think it is 
the best-run office in the country, and is there anything wrong with 
me or my office?” And he said, “It is your personal activities,” 
and he said, * Your office is in good shape, and we have nothing against 








INTERNAL REVENUE INVESTIGATION 82] 


your office, and nothing against vour conduct in the running of that 
office. but it is your personal activities.” 

And, well, that is when T really made up my mind that T had pretty 
well better resign, heeause mV person: il: ivities after I had devel- 
oped the efficiency of this office, and I re eiukel him—— 

Mr. DeWrnp. Just a minute, Mr. Marcelle. For the moment I 
merely want to get at the reasons. Now, what reasons were specifically 
given to you? 

Mr. MARCELLE. My perso al activities outside of the office. 

Mr. DeWinp. What activities we ” mentioned to you 

Mr. Marcetrir. I couldn't recall, T don’t recall them ever giving me 
any specific activities, and frankly, I fv t know vet. 

Mr. DeWrnp. Did you not ask what activities ? 

Mr. Marceiie. Yes, I did. and he did—when IT sav “grumble.” for 
vive me for the use of it. but we were arguing back and forth. or I 
was, and there was ee that | recall, 

Mr. DeWrnp. Well, now. come. Mr. Marcelle. you were requested 
to resign, and you must ” ive wanted to know why. did you not ? 

Mr. Marce LLE. We tT. J he said the agents had made al investigation 
of my pe rsonal life. and they had found some things— - 

Mr. DeWinp. What things? 

Mr. Marceiie. They didn’t like, something about my tax returns, 
or some people I was supposed to have consorted with. eall it what 
you like, and that was about the size of it. Mr. DeWind. We didn’t 
dwell on it very much, because I was dwelling on the question, “What 
is wrong with me, and what did I do in my office?” And that is—and 
permit me to continue the answer, because I am trying to give vou 
the actual 5 ype and I said, “Isn’t it true that your supervisors 
have testified vear after vear th: at under my stew: irdship that office 
developed in efficiency each year?” And he said he 7 ul no complaint 
with mv office. And I said. “Well, that is a different story. 

Mr. Di Wimp. Then what was said about your soaiiate il action 
You say your tax returns were mentioned ? 

Mr. Marcetzir. He mentioned something about the suit. the specia 
agents making some report about my associations, and my tax reports 

Mr. DeWinp. Did vou ask for details about your tax report and 
your assoc lations ? 

Mr. Marcetir. No, I did not. 

Mr. Di WHuUND. Well. did you feel you didn’t have to ask about 
those ¢ 

Mr. Marcenrr. No, I was sort of, as I said. befuddled and_ be- 
wildered, and I wasn’t thinking very clearly, and I was indignant 
and angered, and I wasn’t thinking clearly: and had I been given the 
slightest indication when I came to these meetings. 1 would have 
probably had an opportunity to think a little more clearly, and that is 
why, probab ly. | didn’ t go into it or insist upon the cet: ils. 

Mr. Kean. You had no indications, then, at any time before this 
meeting, the a: ay before vesterday at 6 o'clock, that anythi Ing to do 
with your work or your income taxes or your personal friendships 
and associates, would cause a snes — for your resignation 4 

Mr. Marce..e. None whatsoever, sir, because I had come down with 
the express—and I asked Mr. Ralp h e petien and I said, “I- may want 
to take 2 weeks, and l am running a drive for the Boys’ Town of 
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Italy, and I would like to devote my time to it, and I have about 
weeks coming,” and up to then I hadn't the slightest indication; an 
also, because they had not completed with my accountant in Ne 
York the examination of my tax returns, and I heard nothing abou 
it, and I was waiting to hear, and I hadn’t the slightest indication. 

Mr. Kean. But you did know that this committee had been inquir 
ing into your activities on account of the fact that you had bee 
called into conference by representatives of this committee on severa 
occasions ¢ 

Mr. Marcenie. Yes; and also that the Bureau had long ago—ar 
1 want to be fair with them, too—had called me in about certa 
information that they were seeking as a result of a card, I think 
was told, and this is my best recollection, sir, that came from t! 
Kefauver committee to the King committee, and from the King con 
mittee to the Bureau, and from the Bureau to Mr. Baradel, and th 
is What started that, and that was a way back. 

Mr. Kean. This was merely in reference to some testimony broug! 
out by the Kefauver committee, and had nothing to do with you 
personal income tax? 

Mr. Marcetre. I was asked first, sir, by Mr. Baradel, to submit 
net-worth statement, and I said I would be glad to do it, and I sul 
mitted it. But I believe that my recollection is that that was ask 
for by this committee. 

Mr. Kean. By this committee ? 

Mr. Marcetie. Yes, sir, and I believe that; and, of course, I don 
remember, Mr. Kean, whether or not that is so, but my impressio 
was very strongly so. 

Mr. Kran. And the chief of investigation of your work and your 
connections was made by this committee ? 

Mr. Marcetite. That I don’t know, because the first call I got wa 
from the Bureau, sir, and I didn’t know how that came about, sir. 

Chairman Kina. Proceed, Mr. Counsel. 

Mr. DeWinp. Isn't it a fact that you have learned that you wer 
under investigation as early as December of 1950? 

Mr. Marcetie. I believe so, and I don’t recall the date, and I didn 
take it seriously when I heard what the charges were. 

Mr. DeWinp. You said vou were not concerned about this invest 
gation ¢ 

Mr. Marceiitr. Not the one when they told me about my associat 
it was a joke to me, and T wasn’t concerned at all, and I was hap 
to have them make that investigation, and the shoe was on the ot! 
foot. 

Mr. Kean. Mr. Chairman, mav I develop that ? 

You said that in this December 1950 investigation, you were 1 
worried about it when vou heard what the charges were? 

Mr. Marcetie. Yes, sir. 

Mr. Kean. And the charges at that time were merely those in cor 
nection with the work that had been gotten out by the Kefauver cor 
mittee ? 

Mr. Marcete. The Kefauver committee and a certain card that h 
gone to the Bureau or to the Kefauver committee, trying to link 1 
with gangsters; and because of my record, I was very happy to have 
them make that investigation, so T wasn’t concerned, and T was very 
happy. And as a matter of fact, it was months later when they 
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nitted to me, at least, that their investigation showed the shoe was on 
he other foot. And what I mean by that, this gentleman who, in the 
Kefauver committee, started it. 
And incidentally, I was told by Mr. Baradel that the first investiga- 
on Was purely political. You see, gentlemen, in 1950 and the early 
part and the middle of this year, 1 was mentioned very seriously as a 
undidate for a judicial post, and these things seemed to act, naturally 
appened, and poison pen letters, and what not. 
Mr. Kean. You say the investigation was purely political? 
Mr. Marcette. Yes, sir. 
Mr. Kran. In other words, you were told by Mr. Baradel that the 
vestigation in December of 1950 was caused by your political elh- 
1eS / 
Mr. Marceitie. Yes, sir 
Mr. Ki AN. Who were those political enemilt s¢ 
Mr. Marcetite. You see, I never got anything detinite from Mr. 
Baradel. 
Mr. Kean. Were they politicians in the Democratic Party, you be- 
eve, or were they politicians in the Republican Party? 
Mr. Marcenie. Oh, I believe it was those that were seeking to get 
ie out of the way in the Democratic Party, and when they had suc- 
ceeded in that, they grabbed the candidacy or the plum, as vou want to 
Ul it. It was a group, I believe, in my own party, the Democratic 
Party. 
Mr. Kean. In your own party, in Brooklyn, there are more than 
ie faction in the Democratic Party, and it was the faction that was 
pposed to the group that were friendly to you that you believe caused 
s Investigation / 
Mr. Marcetxe. I believe it, sir, but I wasn’t given anything specific 
her than I said, “Well, Mr. Baradel, in substance, what did} 
* And he said, “Well, that first Investigation was political,” and 
didn’t pursue it; and I said, “I expected that.” 
Mr. Kean. Mr. Baradel must have information, therefore, that the 


eople who requested the investigation were doing it for merely polit 
| reasons. 


Mr. Marcenre. He didn't know that, I assume, when he got it, but 
Vas insisting this was politi al, and you see, In many Instances, with 
Baradel and others, I wanted to get this thing finished up, because if 

y got through with it in time L probably may have still been nomi- 
ect. 

Mr. Kean. Was it you who suggested to Mr. Baradel that it was 
tical, or was it Mr. Baradel who said to you that it was political 

Mr. MARCELLE. | believe at one of the nieetings with him, | first 

egested it: and when I saw him again, he said, “That investigation 
political,” in his opinion. 

Mr. DeWinp. Are you referring to Mr. Joseph Baradel, the spe- 
went in charge of the Intelligence Unit in New York ? 

Mr. Marcet.e. That is right: that is correct. 

Mr. DeWinp. You are saying that Mr. Baradel informed you that 
nvestigation begun in December of 1950 was political? 

Mr. Marcetie. Don't pin me to a date. It was the first investiga- 

n that I knew I was being submitted to, and I don’t remember. 

Mr. DeWinp. You do not remember the precise date, but it was 

ng about that time / 
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Mr. Marceiie. I assume so. 
Mr. DeWinp. What you are saying is that Mr. Baradel, on tl 
second occasion that he saw vou, informed you that that was a politi 


investigation / 

Mr. Marcetir. No. He informed me that he thought that tho- 
that had made the charges were political, and it was political, t] 
charges, and [I didn’t pursue that. 

Mr. DeWinp. Then, you said, if T understand you correctly, M 
Baradel said, “We are not going to do anything about this invest 
vation” / 

Mr. Marcerie. Oh, no: I didn’t say that at all. sir. 

Mr. DeWinp. Or pay no attention to that investigation, [ thi 
vou said, 

Mr. Marceuse. I said I didn't pay ans attention to it. 

Mr. DeWinp. I think vou said that Mr. Baradel said they were nm 
paying any more attention to It. 

Mr. Marcetie. I didn't say that at all. Did Tsay that / 

Mr. DeWinxp. In any event, Mr. Baracdel did not tell you that, th 
they would pay no attention to it / 

Mr. Marcettr. He didn’t tell me that they weren't paying any at 
tention toit. Hesaid it was political, he thought. 

Mr. DeWinp. Now, did I understand you to say you asked M; 
Baradel to get this over with quickly Y 

Mr. Marcerie. I told him many times [ was anxious to get it co) 
cluded, because if it didn’t, I most likely and definitely would lose t 
chance for the nomination that seemed to be coming my way. 

Mr. DeWrnp. In fact, Mr. Marcelle, didn’t you speak to a numbe: 
of people and ask them to get the investigation stopped ? 

Mr. Marcenie. That is not true, and the only person [ spoke to w 
a Mr. C. B. Allen, and that was the result of an innocent conversatior 
We are both members of a club. 

Mr. DeWixp. Who is Mr. C. B. Allen? 

Mr. Marcetie. He was formerly a Deputy Commissioner of I 
ternal Revenue, I think, and he was also an agent in charge at on 
time, and I wasn’t in the service then, and I don’t know. We general|\ 
met on some Monday nights. 

Mr. DeWrxv. Don’t you know, Mr. Marcelle, that Mr. Allen v 
the internal revenue agent in charge in the upper New York divisi: 
during part of the time that you were collector of internal revenw 
in Brooklyn ? 

Mr. Marceie. I never visited him, and I don’t recall it, and | 
recall correctly, I thought he went to Washmeton as a Deputy Co) 
missioner, Mr. DeWind, and you may have better information th 
I have. 

Mr. DeWrnp. He did later. 

Mr. Marcetie. Because I never had any contact with him while | 
was collector of internal revenue. 

Mr. DeWrnp. But you went to speak to him about this investig 
tion? 

Mr. Marcetie. I did not go to speak to him. As I told you, wi 
met, and he said, “I read in the papers that you are probably going 
to get out of the Bureau.” And I said “I would get out one way o 
the other,” and “I expect to be nominated.” But T said, “There is a 
investigation going on,” and I said, “It is a vicious one. If they cat 
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vet me out, I will lose it.” And I said, “I wish I could get that over 
with. one wav or the other, so I know where I stand.” And he said 
ie knew Mr. Baradel. And the exact conversation from then on, 
we were playing gin rummy, and it went on that way, and there was 
othing, and I paid no great attention to it, and as I said, 1t was inno- 
ent conversations, and these were personal friends, and these were 
ssoclates and members of the New York Athletic ( lub. fellow miem- 
bers; and in a conversation in a card game, and when you are drawing 
for cards and trying to make a gin rummy, you don’t pay an awful 
lot of attention. You just talk glibly with whatever is on your mind. 
And so, the full conversation, I do not recall. 

Mr. DeWinp. Were you in the habit of talking glibly, without 
thinking, about the fact you were under lvesti@ation, all arow a New 
York ? 

Mr. Marcetie. To me, it was a joke, Mr. DeWind. 

Mr. DeWrnp. Well, I wasn't asking you that. Were you in the 

ibit of discussing it freely wherever you went ¢ 

Mr. Marcecre. It all depended on how I felt. 

Mr. DeWunp. How did you feel ? 

Mr. M ARCELLE, It all depended on how I felt. 

Mr. DeWinp. Sometimes you felt like discussing it ? 

Mr. Marcenxie. If I felt the way I did that night, I discussed it; 
and if I thought they were close friends, I would say, “This thing has 
gone on.” and what was going on continually, they were congratu- 
lating me on this nomination months before I received it, and | would 
say, “There is an investigation going on, Mister: they will never give 
me that nomination if they don’t get through with it,” or something 
likethat. That is what I call “glibly,” Mr. DeWind. 

Mr. DeWinp. Would it have surprised you if Mr. Allen had called 
Mr. Baradel and asked if the investigation could be terminated or 
postponed ¢ 

Mr. Marcetxie. I don’t know what his conversation was with him, 
Mr. DeWiind. 

Mr. DeWinp. If he did call Mr. Baradel and make that request, 
would it be authorized by you that he should ¢ 
Mr. Marcenite. No. sir. it wasn’t authorized in that parti ular at all, 
iat was authorized. and I suggested that he get this over with so that 
snow where I stood, and 1 could make my fight for the nomination. 
couldn't make it while I was under investigation. 

Mr. DeWinpb. Are you saying that if Mr. Allen called and asked To 
ive it postponed, that he was acting in direct contradiction with the 
views you had expressed ¢ 

Mr. MARCELLE. It wits, from what I said. l don't remember the 
xact conversation we had at the card table, but I know it was his own 
sugvestion and not mine. 

Mr. DeWInp. Mr. Marcelle, do you recall an appearance before 
iis subcommittee on August 14, 1951 ? 

Mr. Marcenue. I do, sir. 

Mr. DeWrnp. I think that was the first occasion on which vou 
appeared, 

Mr. Marcetie. That is correct, sir. 

Mr. DeWinp. Do you recall this question that I asked you: 


} 
] 
i 


I 
I 


Lid yo speak to Mh Allen about it? that is, about the investi 
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And your reply: 
Yes, I talked to C. B. Allen at the New York A. C, 
And I asked you: 


What did you say to Mr. Allen about it? 
And your reply was: 

I told Mr. Allen, I said, “You know they have asked for my returns, and wh 
not,” and I said, “It is a damn shame; if they could only wait until after Se; 
tember, I would know whether or not I was going to be nominated for the § 
preme Court or not.” He said that he didn’t see what he could do, and I sa 
“You know me, and Joe Baradel doesn’t know me, and you know more about 1 
than he does, and you ask him to hold it.” 

Mr. Marceiier. I may very well have said that, and I gave you n 
best recollection then; and now I am giving you my best recollecti: 
how. 

Mr. DeWrnp. Well, Mr. Marcelle, I would suggest you had bett: 
be very careful about best recollections that are in sharp conflict. 

Mr. Marcetie. Well, I don’t intend or expect to in the least avoi 
but again, you must appreciate that I can give you only the best ree« 
lection now. 

Mr. DeWinp. What is your best recollection, after hearing that 
Did you ask Mr. Allen to intercede for you with Mr. Baradel ? 

Mr. Marcet.e. I remember the conversation, but the exact conve: 
sation IL do not recall now, and I told you how it came about, and 
was the result of an innocent conversation while we were playin: 
cards, I may have said just what you have quoted, sir. 

Mr. DeWtrnpb. This is your definition of “innocent conversations” 

Mr. Marcewrie. It is, sir, in this particular case. 

Mr. DeWinp. All right, now, is that the only time you request: 
that this investigation be postponed ‘ 

Mr. Marceie. I didn’t request it to be postponed, Mr. DeWind. 

Mr. DeWinpb. Did you on any other occasion request it to be po 
poned ¢ 

Mr. Marcenre. I don't recall. 

Mr. DeWinxp. Do you recall having a conversation with the Cor 
missioner of Internal Revenue, George Schoeneman, in February 
1951 ¢ 

Mr. Marcetie. I certainly do, and I think it was at the dinner dow 
here. it was the Jackson Day Dinner, if Iam not mistaken. 

Mr. DeWinp. What, in effect, did you say to Mr. Schoeneman ‘ 

Mr. Marcetie. I wanted to know what he knew about this, and 
said, “Nothing.” 

Mr. DeWinp. Mr. Schoeneman said he knew nothing about it / 

Mr. Marceie. Nothing about it. 

Mr. DeWinp. Then what did you say to him ? 

Mr. Marceiie. I don’t recall, Mr. DeWind. 

Mr. DeWinv. Did you ask him to have it postponed ¢ 

Mr. Marcentie. There were many people around, and I didn’t 
to his office, and I didn’t see him privately, and we were walking | 
and down the aisles, and I don’t remember the exact conversatio 
Mr. DeWind. 

Mr. DeWrinp. Do you recall that you asked him to see if he cou 
not get the investigation postponed ? 
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Mr. Marcet.r. I may have asked him that, and I was very much 
concerned about this nomination, and I had worked for some 25 
years — 

Mr. DeWrnp. You were unconcerned in December, but you were 
very concerned in February ; is that right ? 

Mr. Marceiie. It was drawing closer, and every month it was get- 
ting closer to the time when choices were going to be made. 

Mr. DeWinp. Mr. Marcelle, did you ever ask Mr. Baradel to hold 
up on the investigation ¢ 

Mr. Marcetrie. Oh, there were several conversations with him, and 
[ don’t just remember what I said, and I do remember telling him 
frankly that I thought this was horrible, and I thought it was done 
definitely by someone, someone that was concerned in getting me out 
of the way. 

Mr. DeWrnv. Well, lam not directing myself to that. 

Mr. Marcetie. I don’t recall the exact conversations, and, if 1 told 
you anything, you can refresh my recollection; and, if I told you, I 
vill assure you it was my recollection at that time. 

Mr. DeWinp. Let me try to refresh your recollection a little bit. 
Do you remember saying to Mr. Baradel that, if he would hold up on 
this investigation, you would give him your resignation within 30 
days if you got the nomination and within 60 days if you didn’t ¢ 

Mr. Marcetie. That isn’t the way I said it at all, and I said, I 
ntended—— 

Mr. DeWinp. You are sure you didn’t say that / 

Mr. Marcetie. Please, Mr. DeWind, you are a lawyer, and so am I, 
please 

Mr. DeWtnp. As a lawyer, I should think you would be quite 
precise. 

Mr. Marcecie. I am trying to be, but you are not giving me an 
opportunity to answer the way you frame your questions, and you are 
inswering it for me, and you are answering it in your own way. 

Mr. DeWinp. Mr. Marcelle, I simply asked you if you did or did 
not make that proposition to Mr. ie uel, and nothing could be 
simpler. 

Mr. Marceuie. In those exact words: no, sir. 

Mr. DeWinv. All right; you give us the exact words you put it in. 

Mr. Marcetie. That is, the best recollection is all I can give you, 
nd I told him this, that I had been in line for this nomination for 
ome years, and that if I didn’t get it—I didn’t say to him I was going 
» give him the resignation: I was going to quit within the next 60 
lays and go into the practice of law. And that was the gist of that 

nversation, Mr. De ‘grope 

Mr. DeWinp. Well, as part of the gist of that conversation, did you 
k that the investi Ivat ion * post poned ¢ 

Mr. Marceine. I don’t recall just what said. 

Mr. DeWtnp. Is it possible that you did ask him that ? 

Mr. Marcenie. What investigation are you talking about / 

Mr. DeWtino. The Investigation that had been initiated that you 
id learned about sometime around December of 1950 or January ol 
ay : 

Mr. Marcentre. I wanted it terminated, and I wanted it over with, 
d you may eall it adjourned or gotten over with, and accept that 
heing adjourned. 
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Mr. DeWinv. Did you ever speak to Mr. Joseph D. Nunan, J 
about this investigation ¢ 

Mr. Marcentte. [may have several times. 

Mr. Di WuNpb. Well, did you ever ask him if he could do anythi: ‘ 
to have it postponed ¢ 

Mr. Marcetnie. Not to have it postponed, sir. I was still trying | 
find out—the Commissioner of Internal Revenue told me he knew 
nothing about it, and I thought he should know. And I thought a 
Commissioner he should have sent for me and that I should have be« 
told. Idon’t recall these conversations now. 

Mr. DeWinb. But you do recall that you brought it to the Con 
missioner’s attention personally in February of 1951¢ 

Mr. Marcence. That was accidental, and if L hadn't met him coming 
up the aisle at this dinner | probably wouldn't have talked to him, 

Mr. DeWixp. When did you speak to Mr. Nunan about it ¢ 

Mr. Mancenie. I don’t recall, sir. 

Mr. DeWinvb. Well, it must have been before February of 1951. 

Mr. Marcetir. It may have been before or after. 

Mr. DeWinpo. Well, but after February of 1951 you could not have 
said to Mr. Nunan, “the Commissioner ought to know about it.” 

Mr. Marceitie. I don’t remember when I saw him. 

Mr. DeWinv. Well, just a minute, Mr. Marcelle. Let me give my 
question, and then we will get your answer. 

[ understood you to say that you told Mr. Nunan that the Commis 
sioner ought to know about this invest igation. 

Mr. Marcetie. You see, Lam not definite about that. 

Mr. DeW inv. Well, can you be more definite about it / 

Mr. Marcense. It is not definite in my mind now, and I don’t ev 
remember now if I did talk to him, and 1 don’t recall that, and if I 
did I would tell you. 

Mr. DeWinpb. These conversations, if they took place, occurred 
the early part of this year, did they not ¢ 

Mr. Marcetie. They may have. 

Mr. DeWinpb. Is your memory generally so shaky ? 

Mr. Marcetir. On some things: yes, sir: and some things sta 
out, and | forget sometimes what L said or did vesterday, and otl 
times | can remember what I did 10 years ago; and I am 52, and 
those things happen how, 

Mr. DeWixnp. Now. coming back. then, to the conference with Con 
missioner Dunlap that vou had on October 25, did you give any reas 
to Mr. Dunlap why vou felt you should not be asked to resign ¢ 

Mr. Marcenie. Oh, ves: very definitely. I told him I didn’t wa 
to resign and that I ought to be given an opportunity to be heard, 
and I told him detinitely that “You know the character and conduct 
if my office: and, if it is anything personal, it is pretty much my ow: 
business if I haven’t injured anyone or I haven’t done anything th 
s improper: and why don’t you give me an opportunity to be heard 
first ¢ 

*“Wel].” he sail, he told Tle. “Yes.” that I would probably be ealle 
today. And, “Well.” [T said, “why don’t you wait unti! I am hear 
and why don’t you wait until the investigation that you are making 
s completed and then let me know’ And [ said, “I deserve to kn 
what T have done, if anything. and how far I have gone, and w! 
have Ldone wrong, and T should be given an opportunity to be hear 
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and I insisted upon that many times, and I said, “I will tale a leave 
ot absence, and | will tiarke it suspelis Oh ah cl Wall until i gel he sara.” 
Mr. DeWINp. You said that you were going to be heard before this 


committee on the folloy Ing morning, did vou not ¢ 
Mr. Marcecie. I didn’t say that I said it. I expected to be, he 
knew that, because you called, I think it was one of his a stants that 


spoke—when I saicl “vou, they had a message from your office, and I 
think a Mi Hearn, of the ce lle tors’ met Ling, una evervbody seemed 
to know that Mr. DeWind wanted me to eall him rround 2 o clock 
or 2:50, sir. Do you recall that I called then? And I assumed that 
they must have reported that to Mr. Dunlap, and I was wondering why 
Mr. Dunlap took the speed then. 

Mr. DeWinv. Didn't you state, Mr. Marcelle, to the Commissioner 

on 2 


that you were going to appear here the following morning? 
g Y o 


Mr. Marcenie. I said that I was told, Mr. DeWind. | sald that 
“Tam not sure, but it is most likely”; and, if you recall, you must have 


had the message at Z:5o0 whet I talked to your office—] elieve I could 
not ti ilk to you, and [talkedtoa lacy. 

Mr. DeWinp. I am not—— 

Mr. Mar ELLE, Please let me get through. And she asked mie to eall 
back at 4:50, 

Mr. DeWinpv. Will you excuse me if I interrupt you there? That 
is not the matter that we are talking about, but I was asking you, Did 
you indicate to the Commissioner that you expected Lo test ry Detore 
this committee on the following morning ¢ 

Mr. Marcetie. And he incicated the same to me, s 

Mr. DeWinpb. All right, sir. 

Now, did 1 4 nderstand yo also to say om you requested that the 
matter of your resigi ation be pi itover untl after you appeared here 

Mr. Marcetie. Yes: I wanted some time, and I said, “A week or 2 
weeks or 2 days or bday : vive me some time to be heard.” 


Mr. DeWinp. What did the Commissioner say about the necessity 


for speed 4 

Mr. Marcecee. He said that he was taking action wherever he 
thought it was necessary immediately in all cases, something to that 
effect. and ne Wis tak ne act mh ith this Case, And ] did tel] him: 
I said. “I don't blame vou. You have got a job thead of you, and ] 
don't li incl coo veratil o, but | lon't like the Wit) t I> done: Chiat is all.” 

Mr. DeWtnp. When did you decide that you would not appear at 
10 oe] ion ‘k on veste rday morning ¢ 


Mr. Marcetie. When I got pretty sick about 2 o’clock in the 
morning. 

Mr. DeWinn. When did you-—— 

Mr. Marcecie. As a matter of fact, I had intended, if I could have 
gotten a plane ba k, even then, out of here, and everybody Was annoy 


Ing me, and the collectors t] tl were around here at a heard about it. 


and people that | knew around here and people in the serv ce. and it 
got pretty impossible, and if | hack 't grottel sick and even had left Ol 
that plane, you can res assured if I Was capable of coming DaCK l 


would have come back here vesterday, and I dislike ve ry much to vio 
late a promise or not to keep an appointment, and I never did that 
New York. and vou know it. 

Mr. DeWunp. I was not trving to resurrect that matter again, Mr. 


Mar ell 
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Mr. Marcetir. But I told you I did get pretty sick, and I told you 
what my thought was; and frankly, I did, and my wife has bee: 
delightful through the years, and we have been married close to 3 
years, and I thought I ought to talk to her, and I was sick more about 
her than anything else, and when this food I had and everything - 
threw me right into it, and I had a trip-hammer headache, and | 
couldn't think, if I had stayed here, I assure you gentlemen 1 would 
not have been able to testify yesterday morning, and I would have had 
to request and beg for an adjournment. 

Mr. DeWinp. You said a little while ago, if I understood you 
that you did not ask the Commissioner to el: iborate on the reasons fo; 
requesting your resignation ¢ 

Mr. Marcenie. No. At the time, as I recall it, I was more con 
cerned trying to convince him to hold off, and I was very much i 
the mood to say, “No; under no circumstances; no.” But I felt thai 
he is under a terrific strain and, if it is his policy and that is the way 
he is going to work, I really should. It was conflicting thoughts, but 
I was really more concerned, not about his reasons when he said 11 
wasn’t my office and it wasn’t the conduct of the office by me, I didn’t 
care much about what else he thought; I was more concerned then 
about having him not insist upon this resignation at that time. 

Mr. DeWinv. What about the statement you said that you had 
made earlier to Mr. Baradel that you would resign within 60 days? 

Mr. Marceuie. I was pretty much heated up. The last 10 years | 
was the nominee each year, and I was supposed to be nominated, and 
something would always happen, the county leader would die or 
somebody else would die, or there would be a change in the organiza 
tion. And I said, “This is the last time, and if they don’t do it I am 
going to get out of the service, Federal service, and go back into prac 
tice.” That had been my intention long before December of last yea: 

The chances are I would have been nominated last November if ther 
hadn't been a fight between Mr. Cashmere and Mr. O°’ Dwyer, and M: 
O'Dwyer and I didn’t get along. Something happened, and we had « 
new leader, and a new machine was set up, and that is the story. And 
you gentlemen know something of politics, and that is when I had de 
cided, and it was before December, but I was given an indication that 
“next year.” And so I said, “Well, 1 will take another 1 year.” That 
is What happened. 

Mr. DeWinp. Has anyone else, in addition to the Commissioner and 
the Secretary, advised you that you should resign ¢ 

Mr. Marcenie. No, sir; I didn’t see anyone else. They were t! 
only two in that office, talking to me. 

Mr. DeWinv. When were you appointed collector of internal rev: 
nue ¢ 

Mr. Marcetie. In May of 1944. 

Mr. DeWinp. Prior to that time, Mr. Marcelle, what had your ex 
perience been, if you would start back when you first went into a bus 
ness or profession, and what was your first business or profession / 

Mr. Marceuie. Oh, I think I must have been around 14 or 15 year 
of age, and I went into supplying dental laboratory supplies, pai 
ticularly in artificial stone, the compound that labor: atory technica! 
used; and, of course, I went to work when I was about 8, to begin wit! 
and I have been working since, if that is what you mean. I worke: 
at everything from a glass picker in a shoe factory, to owning an 
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running my own business on two or three occasions, until I decided to 
study law, when I went broke in the shoe business, around 1925. 

Mr. DeWinp. Could you pull those microphones toward you, if 
you wish to sit back, so we can hear you? 

Mr. Marcenie. I don’t mean to be disrespectful. 

Mr. DeWinxv. When did you become a member of the bar, Mr. 
Marcelle ? 

Mr. Marcetxer. In the June term of 1951. 

Mr. DeWinpv. After that, did you practice as a lawyer ¢ 

Mr. Marcetnir. Yes, sir; I did. 

Mr. DeWinp. Did you ever associate yourself in a firm, or did you 
practice by yourself ¢ 

Mr. Marcette. I practiced by myself, and then organized the firm 
of Marcelle, Turkus & Perlman, the advisers of the so-called Murder, 
Incorporated. 

Mr. DeWinp. Was that in 1936? 

Mr. Marceie. The exact date, I don’t remember now. It must 
have been. 

Mr. DeWinp. While you were practicing law, that is, after 1936, 
did you hold any other office ¢ 

Mr. Marcetie. I don’t know, while I was practicing law, but I 
didn’t practice individually while I held the other offices, although the 
firm still maintained my name, and I was a member of it, and I as- 
sume if you were, you are practicing. I had been secretary to Judge 
Nova, around 1938, I guess, and it was from there that I went into the 
collector of internal revenueship. 

Mr. DeWrnp. Before you organized the firm of Marcelle, Turkus 
& Perlman, you were undersheriff of Kings County ¢ 

Mr. Marceuie. I was undersheriff of Kings County; and before that 
I was secretary to Joseph L. Pfeifer, former Member of Congress. 

Mr. DeWtnp. At the time you organized the law firm, you were 
serving as undersheriff of Kings County ?¢ 

Mr. Marcetie. It was before that, 1 think, or after, and I don’t 
remember exactly. 

Mr. DeWinp. I think the record is that from July of 1935 on, you 
were undersheriff of Kings County, and you organized the law firm 
n 1936. 1 ; 

Mr. Marcetie. It may have been that, sir, and I don’t recall. 

Mr. DeWinxp. Then you became secretary to Justice Nova in Febru 
iry of 1938; is that correct / 

Mr. Marcetir. Yes, sir: but I had been secretary to Joe Pfeiffer, 
Representative Pfeiffer, before that, and, 1 fact, I was responsible for 

s nomination and election. 

Mr. Kean. Could [ask a question on that? You say you were Con- 
vressman Pfeiffer’s secretary, and were you down here as his secretary ¢ 

Mr. Marcetie, Oh, no; not down here. A Miss Hart was his secre- 
tary down here, Miss Antoinette Hart. 

Mr. Kean. He had an office back home ? 

Mr. Marcetnr. Yes, sir. 

Mr. Kean. To help take care of his constituents / 

Mr. Marcetnr. Yes, sir. 

Mr. DeWrnp. You said you had been responsible for his nomina- 
tion ¢ 

Mr. Marceiie. I said I was a great deal responsible. 
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Mr. DeWitwnp. In what capacity had vou been responsible for } 
nomination 4 

Mr. Marceutie. | was preparing for a fight for the leadership, a 
we were working on first candidates, and he was one of them: a 
with him, also. was an assemblyman and an older man, and T thin! 
elected the three of them. And then l bearme lender, and I won tl! 
next fleht. 

Mr. DeWinp. Leader of what ? 

Mr. M WRCELLE. The State committeeman of the nineteenth ass 
bly district of Kings County, sir, which was the one district, it w 
one of the three districts that made up our congressional and Sel 
torial district. 

Mr. By WHuINp. What were thee reubostances that led you to seek t| 
oflice ¢ 

Mr. Marcetie. The leadership ? 

Mr. DeWinp. Yes. 

Mr. Marceiie. The circumstances, as I recall pretty well, I w 
studying law at St. John’s Law School, and seated either in front o 
me or behind me was the then member of the assembly who, after t 
death of | Mr. Hammell, succeeded to the minority leadership, al 
invited me to Albany: and when I came back a fight had broken o 
in the district where I was then residing, between a Mr. Hassenth 
and a Mr. Ambrose. Mr. Stein asked me to make a speech, becau 
the district at that time was becoming predominantly Italian, and 
felt that most all of the Italians were for racial reasons probabl 
supporting Mr. Hassenflug’s opponent. 

In appre iation for his kindness to me. and I had never been to t 
legislative board before and knew much about it, and I told you | 
Wwol ked since I was o, afternoons and evenings and since 12 regularly 
I knew nothing about it, and T said, “I will make a speech, but the 
people don't know me,” And he said, “You do Yi And | GO « 
and made the =peech, and I, fortunately, I have to admit now theo 
are the things that sometimes stand out in your mind, but I don’t re: 
whit lhaapopn ned vesterday- -but I went out and made this speech, al 
I did not remember the man’s name that I was supporting. and it 
Hassen-something, so rather than make an error, [ got up and talk 
upon in unity there was strength, and there was no room in Amet 
for racial discrimination. And we were the people that should 
attempt in any Way to support any discrimination. And I went 
and asked them, “Who does your daughter work for, and who «: 
your son/” And I knew most of them did not work for Italians, a 
I made that kind of a speech, And my wife had been ill at the tin 
and when I came home I was told by her that someone called upon hh 
and told her that he Wis representing Ambrose. she didn't now 
name, and she would have to go in mourning. And that is the day | 
made up my mind I would chase him out of that district, and I wi 
after him, and that is how I got into politics. 

Mr. Ky AN. Excuse mie, ] did not vet that. Somebody stopped 
see vour wife, and—— 

Mr. Marcentte. While I was inaking the speech, and told her 
made another speech against this fellow Ambrose, that she would 
in mourning, and that was—— 

Mr. Kran. She would go in mourning if you made any 1 


speeches in the campaign; and then you decided 
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Mr. Marceitnie. That is the night 1 went out after them. 

Mr. Kean. And vou decided you were going to continue in poli- 
tics, andl you Were not ¢ to surrender to that threat / 

Mr. Marcenitr. Yes. And I say this, sir, maybe boastfully, but with 
come pride: The first fight that defeated me, I didn’t think that I had 
three or four men on my side, even to stand up on the corner, and I 
think five of us started a fight, the son of a former leader, and a former 
“eDntor > anal if | had the people, | thir kk. at t | 


nat time. even to help 
| } } . . , , ; 
ount the votes, | would have won that first feht, because t ie people 


FOU 


really were aroused. 

Mr. IK AN. You heheve t] al they counted thre votes in orrectly at 
that time / 
Mr. Marcensce. The only reason I could believe that, sir. is that I had 


obody tO than most of the polls, a] ad these were paper ballots. trict 


‘vy sure could have a field dav, and they didn't know me, and they 
» knew the other fellow. , ; 
< KEAN, Under the laws of New York, vou did not | ive anvbody 

watching at the polls ¢ 

Mr. Marcenir. As many places as T could. sir, but in many places 
| didn’t. and whoever T got were inexperienced, and I was inexper! 
enced myself: and that first fieht. I went into it and I did learn. And 
the second fieht Wits all eas Victory, 

Mr. Kean. You were defeated in the first fic) t. and then the 
vear you came back again, and that time VOur man won / 

Mr. Marcenir. Not only my man; I, myself. also won. 

Mr. Kean. The next vear you ran for leader? 

Mr. Marcenre. For leader, that is what it ommonly known as, 
ind it is a member of the State committee. You are elected directly. 

Mr. Kean. That ndled in the Democratic primary ¢ 

Mr. Marcensr. In tl 1) : ves, sir. 

Mr. Kean. Well, I woul ather from the talk or from the state 

ents vou have made, that the strict in which you were workn or at 
hat time was what ar , \ pretty tough district. 

Mr. Marcenie. It w: very ugh district in that particular, 
It seemed to be. But rned to be a very, very lovely distri 


thin a few vears rm eadership. I think that 
b } 


! } 


hought thev were tough, at vy didnt know w were to Go: 
eveloped many, not 1 on = avenues of recreation for the youn 

> ancd most of the Ha | s, without interference or police ac- 
tion, were cleaned Ips { le elections Were run as quietly and as 
leasantly as thev could b s room now, which had not been 
the situation prior to my leadership. 

Mr. Kray. In other words, you felt that prior to your leadership 
there were racketeers in your area; and after your leadership there 
were not ¢ 

Mr. Marcenir. I wonder if they were really ras keteers. 

uns, sir. 

Mr. DeWtnp. The first time vou ran for leader, 

e organization support: 

Mr. Marcetie. That 

Mr. DeWiyp. Did vou have the support the second time you ran? 

Ir. \IARCELLE. I woul Su I had what you would eall the anxious 
pport of the organization, because the organization candidates were 

VY opponents, 
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Mr. DeWinp. Now, what do you mean by that? 

Mr. Marceitie. Well I mean by that that Mr. Kelly, who was thx 
the county leader, had been insulted and threatened by this Mr. An 
brose, and he was very anxious that I win, and he would do ever 
thing that he could; but I don’t believe he could give me—and I d 
not recall just what happened—the organization staff, because t] 
members of the election board were, 1 believe—they belonged to, 
they did while I was leader, to the then leader. And so, while I ha 
the top of the organization in my corner, my op pone nt was really t! 
organization candidate. But in view of the conduct of my oppone: 
and his assdeciates, the organization was very anxious that I win. 

Mr. DeWinp. Now, who were his associates that made the orga) 
zation anxious for you to win? 

Mr. Marcetxie. I only knew vaguely, and when I say that, namy 
that later became prominent meant nothing to me at the time. I did: 
—_ who his associates were: I didn’t. 

. DeWrnp. I understood you to say that Mr. Frank Kelly d 
and “ was disturbed about those associates, and he wanted you to wil 

Mr. Marcetie. We didn’t know them. They were hoodlums, a: 
when they threatened people or tried to impose themselves on peop 
voting, I didn’t know them at that time, any of them. And, late: 
I found many of them were Just boastful hoodlums that you cou) 
chase by just— : 

Mr. Kran. Hoodlums do not enter into their activities unless the 
have some direction, usually. 

Mr. Marcetie. Definitely under the direction of my opponent ar 
his supporters. 

Mr. DeWinp. Now, what support did the organization give you 
your second campaign ¢ 

Mr. Marcetxe. I think it did everything possible to help me wh« 
ever it could, and here is the support they gave me: When Mr. Ke 
sent for me one day and told me that he was roing to enjoy this he 
and wanted me to have this fight, at first I thought he was going 
ask Ine to shake hands with Ambrose, and | didn’t vo back to t} 
and my recollection isn’t very clear, and I said, “Don’t ask me to | 
that, because I have made a promise, and I am going to keep it.” A) 
when he told me what I wanted to do, I said, “He is undersher 
and if vou fire him they will know who you are with, and appoint ) 
and if you don’t do that, this kind of help and support and perso 
support you are coing to give me is going to be for nothing.” or sor 
thing to that effect, and please don’t hold me to exact wording nv 
And he opposed it and he said he couldn't do it because Mr. Ambr 
then had the organization. But I said, “You will either have to fi 
or cut bait, and Iam going to fight him: and if I lick him. I am 
going to be on your side of the fence, I am going to be opposed 
everybody that is with him.” 

And 2 davs later, whatever happened, Undersheriff Ambrose \ 
ousted, and I was appointed. 

That is what I thought was the right support, and that is wha 
insisted upon, because then we had definite action as to where | 
organization stood, and otherwise, with him in that office, and st 
with the organization, they couldn’t very well let it be known that t! 
organization was favoring me. 
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Mr. DeWinp. Before the election, your opponent was removed 
undersheriff, and you were appointed in his place ¢ 

Mr. Marcetxie. That is right. 

Mr. DeWrinp. What other support did you get ? 

Mr. Marceitite. My own crowd, my father helped me wherever he 
could, and my brothers did, and my sisters did, and they formed an 
organization, and—— , . 

Mr. DeWinv. What organization support did you get? 

Mr. Marcetie. Well, I could not remember the names, but what 
did happen in the district particularly, these local clubs started to fall 
n line, one after the other, and at least half of the local clubs fell 
nto line, and some of the Italian societies in that district. They were 
part and parcel of that community. 

Mr. Dy WiInp. What help was that to you 4 

Mr. Marcetie. Well, I believe it was a great deal of help, because 
they all had members in the organization, and families, that surely 
heir vote helped me to be elected: and. in other words, it gvave me 
nlaces to speak. 

Mr. Kean. May I ask a question, Mr. Chairman ? 

Running these campaigns in a hot fight like you had there must have 
cost money, ana where did you get the money to finance these two 
campaigns ¢ 

Mr. Marcetir. Well, to begin with, I used most every dollar we 
had saved, and there were contributions made, and in the main, this 
was asmall district. Forgive me, sir. 

Mr. Kean. Hlow many people in that district ¢ 

Mr. Marcenie. We only had 9,000 registered Democrats, and that 
was the total, it was so small: and most of the workers with me were 
volunteers, and you didn't need hostesses to any oreat extent, and it 
vas a personal appeal, and it was corner talking, and members, and 
we needed very little mon ev. 

Mr. Kean. What year was that / 

Mr. Marcetie. In 1936, sir. It was that vear I won. 

Mr. Kran. It is true that the political worker in 1956, which was a 
epression year, did not have the same iileas as to what he ought to get 
for easoline or for helpiu a people at the polls, that he seems to have 
t the present day. 

Mr. Marcerur. Yes. bi ie unusual thing there was, sir. that most 
f the businessmen and the professional men all supported me, and 

ey didn’t need any money: and for instance, a greater number of the 
octors. and there are 

ere, West Cove Hi L 

ere we have many doctors. They were for me. The businessman 

is for me. The crowd started to follow me, and we didn’t need it. 
lo finish with, we only needed 24 men altogether to man the district. 

Mr. Kean. Twenty-four men at the polls ¢ 

Mr. Marcertur. Yes, sit 

Mr. Kean. And those watchers were paid, probably ¢ 

Mr. Marcetie. Most of them were not paid, sir. 

Mr. Kean. Did the organization, when they supported you, make a 

ancial contribution / 

Mr. Marcetyir. I am sur at one of the contributions came from 
e organization; yes, s! 


a vreat number, 1 d we have two hospitals 
hits 


ind we have St. Catherine’s, and right in 
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Mr. Kean. When they did not support you, when you said yo 
spent your own WOneY — 

Mr. Marcetie. Most of it was my own, sir. 

Mr. Kran. And the contributions that you did get to help you 
were all small, and therefore you do not remember any outstanding 
contributions ? 

Mr. Marcetie. No outstanding contributions, sir, because it really 
wasn't necessary, 

Mr. DeWinp. As I understand it, then, in your first effort, you did 
not have organization support, and you were defeated; and in your 
second effort you had organization support, both financial and moral, 
and they fired your opponent as under-sheriff and put vou in his place 
and vou were elected ¢ 

Mr. Marcenie. That is right. 

Mr. DeWinp. Now, were there any changes in the organization bi 
tween the first time and the second time. or was it just a change in 
support ¢ 

Mr. Marcetie. Oh, ves, 1 think there was a change. 
char ve came about beeause when Tih opponent before that- and, now, 
don't hold me, again, and I will vive my best guess Mr. MeCooey, the 
late Mr. MceCooey was the leader; and when I won, Mr. Kelly was the 


I think that a 


leader. 

Mr. DeWinp. Mr. Kelly was not the leader at the time you ran thi 
first time / 

Mr. Marcetie. T believe he was, and I think that they had a trium 
Virate, or something, and they didn't decide it on the one county leader 
»T hadn't gone near them, 


at the time: and that was vague to me. because 
and I made this personal fight. 

Mr. DeWinp. It is fair, then, to say that the secret of your success 
the second time around was that the organization that opposed you the 
first time sw itched over and supported yous 

Mr. Marcetie. No. 1 believe the secret of my suecess was the 
eourage nm the first fieht, and the people saw the kind of a hight that 
I almost won, and—— 

Mr. DeWinp. I don’t intend to disparage your personal quality, but 
the organization, for whatever reason, moved over from your op 
pol ent to vou and mace the difference / 

Mr. Marcentne. It didn’t hurt, but surely IT can’t give it the fu 
credit, Mr. DeWind. because the first fight Mr. Ambrose won very 
closely ° al cl so the clistrict I could see it I started to vet support, 
and even after the morning | was defeated: and instead of them walk 

ng away, my own organization started to grow in membership, a 
though I had been beaten. And so, I say it was the courageous fight 
that I made, and that is the way they put it to me, that gave me mo! 
of the support than the organization. 

Mr. DeWinp. You became district leader, then, in 1936? 

Mr. Marceuur. Yes. 

Mr. DeWinp. From 1936 on, you were secretary to Justice Nov 
shortly thereafter you became secretary to Justice Nova, and yo 
were district leader, and that continued until your appointment a 
collector ? 

Mr. Marceiue. That is correct, sir. 

Mr. DeWinv. Now, when did the matter of your appointment 
collector of internal revenue first come up 
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Mr. Marcexe. I believe it first came up, or it came up immediately 
upon the appointment of Mr. Nunan as Commissioner. Mr. Nunan 
was a resident of Queens County, and Kings County felt—and now, 
you must remember at that time I am a district leader, and I am on the 
inside councils, and when I am talking now I am talking in a little 
different vein, and we were anxious to secure the collectorship for 
Kings County, it being the largest voting Democratic county in the 
city. At the same time, there was a reapportionment going on. I, 
having won, and my adjoining districts being the small districts, under 
the reapportionment they would be consolidated, and two leaders 
would have to be naturally left out, There only could be one, because 
of that reapportionment. IT was anxious at that time, having had the 
fight. the district had hecome it Sunday school, and there Wis ho more 
trouble in it, and I was being kept broke being leader, and so I was 
anxious to get out, my self: and IT think that the first man I talked to, 
well, | don’t remember just who it was, it was one of the judges or one 
of the leaders, and vot in touch with Kelly, and they all thought it was 
a grand idea, and Mr. Kelly thought it was a grand idea, and the name 
was then submitted to the then Members of the Senate, Senator Mead 
and the late Senator Waener. 

Mr. Dre WINp. At that time. did Mr. Kelly indicate to you that there 
had been any understanding that when Mr. Nunan resigned as col- 
lector, that it would come back to Brooklyn / 

Mr. Marceiie. No; it hadn’t been in Brooklyn, we hadn't had it in 
Brooklyn for years, and we hadn't had it in Brooklyn for years, and 
Queens and Nassau had it. And Nunan succeeded, I think, Mr. Ras- 
kon. and he came from Nassau. J don’t recall before that. ‘That is 
some years ago. But Brooklyn hadn't had it for a long time. 

Mr. DeWinp. Was there an understanding that it was Brooklyn’s 
turn ¢ 

Mr. Marcenie. It wasn’t an understanding. We inthe organization 
were Goiny afte) it for Brooklyn. Nobody knew what thie President 
was going to do, and it had been out of our jurisdiction so long, but we 
were going after it. 

Mr. DeWinxp. Was there opposition to your nomination ? 

Mr. Marcenie. Yes, there was very definite opposition, but it most 
ly came trom and | assiume that Is what you ure Gong to ask me 
Mr. Nunan and Mr. Olson. 

Mr. DeWinp. You say there was opposition from Mr. Nunan and 
Mr. Olson / 

Mr. Marcetie. Mr. Olson was a very, very serious candidate, and 
Mr. Olson had been Mr. Nunan’s assistant collector, and Mr. Nunan 
naturally was for Mr. Olson, and I knew him just a little more than 
casually. 

Mr. DeWinp. That was Mr. James B. E. Olson ? 

Mr. Marcetie. That is right, sir. 

Mr. DeWunp. He was a resident of Queens? 

Mr. Marcetie. He was also a resident of (Jueens, and I hope he 
wasn’t Nassau, but it wasn’t Kings, anyway. 

Mr. DeWinp. All right, now, you say that Mr. Nunan was pushing 
the nomination of Mr. Olson ¢ 

Mr. Marcecie. That is what I was given to understand, and that 
was the only opponent lL understood I had. 

Mr. DeWrnp. How was the matter resolved ? 
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Mr. Marcetie. It was resolved that Mr. Kelly, I think, succeeded 
not only did he support me, but my information was that the fiv 
county leaders supported me. That took, I think, everybody els 
out of the picture, in the five counties. 

Mr. DeWrnp. Well, at our hearings in New York, Mr. Olson testi 
fied to a meeting that occurred at Toots Shor’s restaurant in New 
York, at which you were present, and he was present, and I think 
some others were present. 

Mr. Marcetie. I don’t believe he knew I was present, and the 
reason I say that, when I came in, I met Mr. Kelly and we were 
friendly. 

Mr. DeWrnp. When did this take place / 

Mr. Marcecitr. Maybe in February or March, and it was a littl 
be vet May, and I don’t recall, or it may have been in May, it may 
have been pretty close; and I said to Mr. Kelly, “This is your prob 
lem, and not mine,” and I left. And the next thing I heard or un 
derstood was that Mr. Nunan and Mr. Kelly talked at that meeting; 
also, IT understood Mr. Hannegan was there. And Mr. Nunan was 
advised that it was Marcelle, and Mr. Nunan advised Mr. Olson that 
it was Marcelle. And not long after, it was Marcelle. 

Mr. DeWrinp. Who had arranged that meeting? 

Mr. Marcetxe. I don’t know that; that wasn’t any meeting, be- 
cause it is a popular midtown restaurant, and I do not believe there 
was any arrangement. In my opinion, I think—and I say this, 
it was definitely accidental as far as Mr. Kelly and I were concerned, 
because at that time I don’t believe that Mr. Kelly had met Mr. Hanne- 
gan, and I didn’t think from what I know, he didn’t know him at 
that time, and this was purely accidental, and it wasn’t a meeting, 
because if Mr. Kelly wanted to see Mr. Nunan, he would have sent 
for him, and he wouldn’t have gone looking at any restaurant. 

Mr. DeWrnp. It was at that time the decision—— 

Mr. Marce.ie. It was at the restaurant Mr. Nunan was told defi 
nitely it was Mr. Marcelle. 

Mr. DeWinp. The word was given then that the matter was de 
cided ? 

Mr. Marcetie. And I don’t know what was the real thing. 

Mr. Kran. Who did you go to the restaurant with? 

Mr. Marceiie. Mr. Kelly, the late county leader, but that was 
accidental, and I think it was some political affair, either at the 
Waldorf, and we walked down there, and there was no meeting, you 
see- 

Mr. Kran. Mr. Hannegan was with Mr. Nunan? 

Mr. Marcente. And with Mr. Olson. 

Mr. Kean. The three of them. 

Mr. Marcetir. And I left immediately, because I knew that there 
was a great feeling for Mr. Olson between these men, and I didn’t 
want to get into any personal controversy at all, and I left. But when 
I learned later, and it seems to be borne out by everybody, is that Mr. 
Nunan was told then as Commissioner, “It is Marcelle.” 

Mr. Kean. But the reason he, was told at that time was that a meet- 
ing had been held before, of the five borough leaders; is that right ? 

Mr. Marcee. The county leaders, and, well, we have one borough 
in the same county, but they are called county leaders, sir. | 

Mr. Kran. The five county leaders? 
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Mr. Marceie. Yes, sir. 

Mr. Kean. They had met, and in an official meeting had agreed that 
you would be the candidate ? 

Mr. Marcetir. They had chosen me, yes, as their candidate. 

Mr. Kean. And that is the normal way, in your area, that a collector 
would be chosen ? 

Mr. Marcetie. At that time, but it is not the normal way, and I 
must correct that, it isn’t the normal way. but it is the normal way they 
recommend to the President, you see, and they don’t always have their 
way, and it was the normal way todo it. First one district is fighting 
the other, and then they come to a decision to support one man, or 
support one of two, and those names go up, and then the choice is made. 

Mr. Kran. Of course, you were not at the meeting where the thing 
was decided ? 

Mr. Marceiie. Oh, no, sir, I was not; and IT was told about it later. 

Mr. Kran. And they probably got together, and Mr. Kelly probably 
said, “We feel that Brooklyn is entitled to this,” and they looked over 
the record, and the other members said, “Yes, probably Brooklyn is 
entitled to it”? 

Mr. Marcetie. I don’t know. Mr. Kelly advised me that the five 
leaders were going along with him. 

Mr. Kran. And they “all came out showing a unanimous front ? 

Mr. Marcetie. That is right, you see, but they never permit an 
outsider to that meeting, sir. 

Forgive me for talking to him; he is my brother, and naturally 
concerned. 

Mr. DeWrnp. Mr. Marcelle, why did you Want the job as collector 
of internal revenue, or did you want it? 

Mr. Marcen.e. To begin with, I did want to give up che leadership, 
as I said, and it had become quite an imposing position, and, of course, 
I didn’t want to quit polities that way, or district politics, and a Fed- 
eral job would do it gracefully because the Hatch Act would prohibit 
it, and you sort of went down as an undefeated champion, and that 
was the real reason. I suppose I would have accepted any one of the 
substantial Federal posts, and it was only that the collectorship was 
the vacancy at the time. 

Mr. DeWinp. You wanted a Federal job to get out as district leader ? 

Mr. Marcette. That is right. 

Mr. DeWinpv. Under the Hatch Act, of course, you would have had 
to resign from your political activity, and that is what you wanted 
to do, and the Federal job would permit you to do it? 

Mr. Marcetxie. Yes. And more than that, I want to add, Mr. De- 
Wind, we were very loath, no matter who the man was or how fine he 
was, to put on the bench any acting district leader, and it was under- 
stood between Mr. Kelly and myself that the opportunity for a nomi- 
nation to the bench would be greater several years later if you got out 
of your politics entirely and established yourself both as a lawyer and 
in your community, and you get away from district leader association. 
The reason we were very loath to do it, I don’t believe in my leader- 
ship that I backed a leader for the bench, and we were not doing it as 
a result of the then Tammany trouble they had, so we would choose 
other men. I was only interested in getting on the bench some day, 
like every lawyer probably was. So it was a plan in my mind, and a 


helpful one for Mr. Kelly. 
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Mr. Kran. A district leader has to really get down-to-earth, tough 
polities, and Fe at is what you wanted to get away from so that you 
would be regarded as somebody who was active in political lines but 
not so much the down-to-earth work 7 

Mr. Marcetie. Yes. You see, in that district, and because of the 
poorness, in the days of WPA, it was not uncommon to see me carry- 
ing some coal up, and these were mostly cold-water flats, and bringing 
some of them food, and distributing food: and then after that. when 
you didn’t have enough to supply, then they came to you anyway, and 
it became a pretty burdensome and hard thing, and it would have been 
a lovely job for a man with a lot of money, and we could have done 
a world of eood to these people that needed it, and it wasa tough thing. 
And seriously, sir, the record of the district there showed its improve 
ment. We got away from all intimidation at the polls, and no more 
of it, and it wasn’t necessary to keep fighting. My only fight was to 
keep him out, to be honest with you, and when he had been beate 
n couple of times by me—because | beat him more than once, | beat 
his candidates—and there was nothing else, and then 1 was seeking 
my own personal advancement. 

Mr. KEAN. Well, the he Ip tl iat you were able to five to the people, 
coal and food and such, did that come out of the district leader’s own 
pocket, or did the organization do it 4 

Mr. Marcentie. In most cases, you know how it came out, you are a 
lawyer, and that is why I had to get out. They would come in, and I 
didn’t hesitate when a grocer came in to me and he had a problem, 
whether it was a will or the reading of a notice, or something, to say, 
“Well, here, what will you do to help these people m the district? 
And instead of paying me a fee, will you take a number of families 
and supply them’’—being Italian, in many cases, we said macaroni, 
because it was cheaper, and it went further, you see. We would do it 
that way, and whatever he could supply, it went in association with 
my organization. And I established a sort of a welfare club, where 
we would investigate those in need that came to us for help, and in 
some way gave them that help. It was everywhere, from hospitaliza- 
tion to coal. And in fact. we organized the Young Ladies Coal So- 
eely, and it was mostly from the Jewish population, and they were 
able to establish funds for those things. 

Mr. Kean. You did not, then, take this job because you thought 
you were qualified for the job or because Vou wi anted to do a food job 
is collector of inte Thi al revenue, but only beeaus se vou considered this 
job a possible stepping stone to a job which you really did want? 

Mr. Marcertir. That isn’t correct. sir, and I thought it was a chal- 
lenge, and that I would prove my fitness for further advancement in 
pub lic office. J thought my conduct of that office would establish me 
ii any position that might be open after that. 

Mr. Kean. But you were not especially interested in that job; you 
just were willing to take any Federal job that you thought—— 

Mr. Marceure. And IT was taking it with the same idea, that I 
would make a record that would stand out, and I had to make a 
record to be promoted, because T had to get away from district leader, 
as they were being called then, as a result of your fall of Tammany. 

Mr. Kran. But it seems to me that the method of choosing a col- 
lector of internal revenue, who knows nothing about the job or taxes, 
because he wants to establish himself in a position where he can get 
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a higher job, certainly reflects on the method that has been used 
in the past for trying to get the best possible man to do this very 


highly important job. 

Mr. Marceiie. Yes, sir; but I had proven in several particulars 
that I was a good administrator and a good leader, I proved that in 
this job, also. 

Mr. Kean. But there was nothing in your past expe rience as a 
lawyer and as a district leader to show that you could han dle taxes 
nan eflicient way. 

Mr. Marcette. A good lawyer, sir, doesn’t give answers without 
looking up quest Obs, ana he could look at the law: nl a il he has, 
in my mind, a moral responsibility and an administrative ability, and 
has a legal education, then he can handle that job better than any- 
one else could. 

Mr. IK \N. Legal training does not necessarily vive vood exper! 

e for administration 

Mr. Marcetir. No, sir; it does not, but I had previous experience, 
sir; as I said, I have been in business twice myself, and I had had many 
people under me be fore. aul d I — in the leadership cement d the clis 
trict together, an d I | had b roug it people together more harmoniously. 
And the administration ear more or less along the same lines in 
every particular, and I had proven that I had ability to organize and 
to administer, because you don’t do the detail work as a collector of 
internal revenue, and vou do none of it. It is administrative, and 
policy, and it is direction, and you don’t handle it: the clerks handle 
it and the deputies handle it and the orderhes, and you never go into 
that. If vou do, it is whe n questions may come directly; and if you 
have the sense that I thought I had. I would look it up, " ' 
sure I was, before I gave the answer. 

Mr. Kean. Do you think Mr. Kelly thought when he appointe d you 
that vou were the best man with the most administrative ability in the 
area who, naturally, they wished to reward because he had helped 
poli tic: ally ¢ ¢ 

Mr. Marcetir. If you knew Mr. Kelly’s history at all, if he didn't 
believe you could do the job, he would never recommend you, ho matte 
who you were; and if he thought you couldn’t do the job, you would 
never cet his recommend: ition. 

Mr. Kean. You understand why Iam asking these questions because 
the committee is lookin: Y into, serie yusly, recommendations as to how 
collectors should be amelie’ in the future and whether the present 
method is the best one. 

Mr. Man ELLE. | apprec ate that, sir. al d T und rstand it. ar d nat 
urally ] take ho offense in the wavy vou are asking the questions, and 
I want to be helpful. But I at least must be honest and tell you how 
it was done, and I must emphasize that the character of the man was 
such that he wouldn't make a recommendation anywhere, even a clerk, 
if he thought ea make } } t. and he gave me support whil >] was 
there: even when he suggests, if he made a sugeest i li. he wou ld nevel 
Sav to vou, and he never said to me, “You put this man in that spot.” 
“Put him in only if he is capable and if he ean do the’job.” And so 
he was that type and that character of a man. 

There were many others that wanted to be collector, sir, but he felt 
that I had the best ability for it: and if he didn’t think I was the best 
of the crop that he had at the time, he would never have supported me. 
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And I must be fair to his memory and to his character because that 
the way he acted. 

Mr. DeWrnpv. Had you received an earlier commitment from M: 
Kelly that he would support you in any position you wanted to seek ‘ 

Mr. Marceuie. I felt 

Mr. DeWinp. At the time you defeated Mr. Ambrose, did you not 
receive assurances then of support later ‘ 

Mr. Marcette. In my opinion, he was anxious to support me at 
every op portunity he had, as a result of that. 

Mr. DeWinp. This was before your tenure as district leader was 
begun, and as soon as you were elected you got a promise of future 
support ¢ 

Mr. Marcete. I had his support once L was elected, and he was my 
county leader; but because of this particular job, 1 had the definite 
assurance that any way he could aid me, he would aid me. 

Mr. DeWinp. Now, what you wanted, then, as you just said, was 
to get a Federal job? 

Mr. Marcerie. I didn’t say that. I said what 1 was seeking was 
the bench. 

Mr. DeWinpo. But—— 

Mr. Marceuie. And it developed into the time that 1 could be ap 
pointed. 

Mr. DeWinv. You were seeking the bench, and in the meantime 
there was a policy that district leaders were not nominated to the 
bench, and so you wanted to get a Federal job which would get you 
out of the local politics, and from that point the district leaders could 
nominate you for the bench ¢ 

Mr. Marcettx. Not only could nominate me, but I could prove 
myself and get away from that. In other words, there weren't many 
lawyers, and I don’t believe there was another lawyer that was a dis- 
trict leader, and I wanted to get out of that category. There was more 
than one concern, and don’t pull me. The idea, of course, definitely 
was that: How can I establish myself in the eyes of my community 
and my profession to be regarded and rewarded for the bench? And 
now, | never would do that staying in there as district leader and 
running around primary fights and selecting candidates every year. 

Mr. DeWixv. How long had you planned to hold the job as col 
lector at the time you went inf A year or two? 

Mr. Marcenie. | thought that I would have gotten a bench withi: 
about 2 years. 

Mr. DeWinp. Did you have some sort of indication to that effect ’ 

Mr. Marcenie. Yes, I had an indication that I would probably 
within the near future get the job, and I think then Mr. Kelly died, 
and that is what caused that situation to come up. , 

Mr. DeW inp. You had an arrangement with Mr. Kelly 

Mr. Marce.ite. There was no arrangement. 

Mr. DeWinv. Just a minute, Mr. Marcelle, and let me finish what 
Lam saying. If 1 understand what you say, you said there was an 
understanding with Mr, Kelly that within a year or two, if you held a 
Federal job ahd wrapped ) yourself up in the Hatch Act, he would be 
in a position to nominate you to the State courts, the State suprem 
court! 

Mr. Marcetie. As a practical proposition, that, you could 
was true, but not just in those words. 
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Mr. DeWinp. As long as it is substantially that. 

Mr. Marcente. Substantially that. 

Mr. DeWinp. Now, I assume that when you entered upon the job 
of collector, that the first thing you w: anted to do was to become a 
well-informed collector, is that right f 

Mr. Marcetie. I was anxious not so much about well-informed, 
but well-informed about my job and the office, and how 1 could elevate, 
if it was necessary, the efficiency of that office. 

Mr. DeWunp. We Ih, did you proceed to become thoroughly informed 
about the operations of your office, and what the problems of the 
ollice were ¢ 

Mr. Marcenie. Yes, I did, working in closely with the supervisors 
who had been there, and made them responsible to me to bring to my 
attention all of the facts that they could, so that I could make my 
decisions as to the administration of each department. 

Mr. DeWtnp. Did you consider it necessary to become familiar with 
the organization and work of the office and the taxes that were col- 
lected, and the problems of tax collection, the technical problems that 
were presented ¢ 

Mr. Marceiie. No, I was interested in each department becoming 
current in its work, and I was interested in administering those depart- 
ments, and I wasn’t interested in the technical ends because I estab- 
lished eventually a head of each department to handle that technical 
end, and I didn’t feel that that was the way I could develop the office. 
I could develop it by seeing each department was administered prop- 
erly, and the technical men were men trained in taxes and in the laws 
of taxes, and those were the men that L was putting in charge to run 
that department. 

In other words, I wasn’t going to make out tax returns, they have 
490 to do that; and I wasn’t going to answer the telephone, they had a 
staff to do that; and I wasn’t going to handle the field, the tield deputy 
would have to do that. 

It was developing each department that I went after, and I suc- 
ceeded in doing it. 

Mr. DeWInp. Now, what sort of condition was the office in when 
you took it over? 

Mr. Marceiie. Well, I only can say what the supervisor said, and 
he said that as late as 2 days ago—a Tom Scanlon was then the head 
supervisor, and I think there was a "Mr. Eaton, a Mr. McDonald, and 
maybe a Mr. Brownwood—and he told me as late as 2 days ago, re- 
minding me that when I came into that office, he said it was ina pretty 
messy condition. 

Mr. DeW inp. Had he just become the supervisor there 

Mr. Marce ie. I don’t know, sir, and I don’t know id was super- 
visor, but he was the first supervisor that I met immediately upon 
taking oflice, and how long he had been supervisor there, I don’t know. 

Mr. DeWixv. He had just been named as supervisor. 

Mr. Marcetie. He may have been, I don’t know. 

Mr. DeWtinp. Now, you said you found the office in bad sh: ipe ¢ 

Mr. Marceptnte. The supers isor so re porte “ll. 

Mr. DeWinp. What did you find ¢ 

Mr. M ARCELLE. |] hrough the Supers isors, th: it is wh: at l found. 

Mr. DeWinvb. Well, did you Inquire Into it vourse If. or did you just 
re ly on What he told vou! 
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Mr. Marcenxe. I investigated after he brought it to my attention, 
and they are the ones making the investigation of each individual, Mr. 
DeWind. and the collector doesn’t do it, and he examines each indi- 
vidual’s work, and whether he is doing the work he is supposed to do, 
and the work he is paid to de, and is the work being done in the 
particular department, and so on. 

Mr. DeWinxpv. Did you personally look at any of these things ¢ 

Mr. Marcetie. They would bring them to my desk, sir. 

Mr. DeWtnp. Who are “they”? 

Mr. Marcenie. The supervisors, and we would discuss the ways 
and eas, ana it would he 1hi\ decision is to whit we would do in 
the departmet t. anc TP dickn't vO down there and make the investi- 
vation. 

Mr. DeWrinxp. Didn't the supervisor in and tell you what 


to do? 


Mr. Marcenie. No, sir. 

Mir. DeWinp. How did you know hine about the oflice, and 
whit should be done / , 

Mr. Manrcrure. By the super ors bringine all of their informa- 
tion to mv desk. 

Mr. DeWinp 
were, vourse fo and did vou know anything about it ? 

Mr. Marcetoe. I couldn't know what the problems were, and I got 
the problems Irom the tipervisors md therr Investigations, Mr. 
DeWind 

Mr. DeWixp. You got the problems and the recommended solu- 
tions? 

Mr. Manrcri Yes: t *\ nied » recommendations. 

Mr. DeWinp. Did von just adopt their recommendations ? 

Mir. Marcente. In most cases; ves. 

Mr. DeWinp. Well, let us sav in ever ‘ase ? 

Mr. Marcenir, No: Lcouldn't say in: cnse 

Mr. DeWinp. Did vou ever overrule the supervisors on any impor- 


/ 


Well. did you know what the problems of the office 
‘ 


tant recommendation 
Mr. Marcerce. I didn’t overrule them; I made suggestions and 
they would go along with me. Many time I would go along with 
them. 
Mir. Dr Winp. What ‘ u know al he oflice 1 order to make 
igvestions f ; 
Mir. Moat é 
i! gy about the mer nal tl Ir reputation ay heir ability. 
Vir. DeWinp. | 0 pemda lot of time learning about the office ? 
Vive. Miarernns a 
Viv DeWixp i. f time lear wr about the office ? And you 
rit ait wa nha ver had sl pe vhen vou came in. 
Mir. Marcrnuce. As each problem came in, I took care of it. and they 
lidnt all praopp cat me one afternon, und | didn’t have to make a dec! 
\. Mr. DeWine. and as each problem came up these super 
; wok them time, nied each time -and certainly | couldn't 
yeveryvt! rin one afternon., The only thing I could say to vou is 
that the sup sors said at that time that it would take superhuman 


l 


efforts and Hperhuibean by ings to put it in proper condition: and in 


Pop) they te tified threat | had done a whale of ‘1 ob. and every depart 


ment was current 
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Mr. Di Winn. Mr. M: ircelle, we are trving to get down to just what 
the job was, and who did it. At the time that you came into the office, 
did you demand an audit of the office 7 

Mr. Marcentie. Pract ically sand they made it—from the supervisors. 

Mr. DeWinp. Of whom did you demand the audit ? 

Mr. Marcent.e. From the supervisors when they came in. 

Mr. DeWixp. Did you speak to Mr. Nunan about it ¢ 

Mr. Marcentte. Afterward: and Mr. Nunan was the Commissioner, 
and my supervisors, when they brought the matter to my attention, 
then I brought the matter to his attention, and he wave me every 
cooperation, ; 

Mr. DeWinp. Did vou ever I ak to Mr. Nunan about the difficul 
ties and did you ever te ‘ll Mr. Nunan the office was in a mess when you 
took it over é , 

Mr. Mancenite. As we went along, the first mess we found was the 
method in which the cashier’s oflice—an d I must ask you not to pin me 
to it, because L have all of 1 ny notes, and L would have to probab ly 
revise myself—and Mr. Nunan, I asked to see him, and he: used to 
come to New York once in a while. and he came in. and I said. “Here. 
this cashier’s division is In an awful mess.” 

Mr. Kean. Mr. Chairman, may I inquire? 

Do you mean to say that when you took over that office, you found 
it was in a mess, and that the man who had been responsible for thi 
mess was appointed by the President of the United States as head of 
the entire Bureau of Internal Revenue? 

Mr. Marcriie. I don’t say he was responsible, sir. I am only tel 
Ing you what the supe rvisor said to me then, ai d tol ly as late 
% davs Ivo right herein W ashington. 


Mr. Kean. You must have known that it was in a mess. beeaus 

usaid you went through there. 

Mr. Marceiie. In my opinion, I was taking, as I said before, thi 
supervisor's advice, and there wasn’t harmony b et ween the employees 
nl ad they were n't teu! he togeth er and t he ‘\ weren t work ne toge +t] er. 

i 


} } 


and there was discontent in the 
| went out to—e— 

Mr. Kran. The responsibility for that was the collector’s respon 
sibility, was it not. and vou corrected that, and you are statin 
that you corrected that? : 


Mr. Marcerxue. I corrected all of that. 
rs since have been running very well ? 


ferent departime nts, and that is w] 


rnow 


‘ 
- ss 


Mr. Kean. And thing 

Mr. Marceniir. Very well; yes, sir. 

Mr. Kean. The thu or Tame ni} phasizin vis that in spite of the fact 
that the previous collector had run the oflice evide ‘ntly so ae that 
the President of the United States decided that owing to that he should 
he Thi ide C ommiussioner of Internal Ri venue over all tax men, whiel 
isan amazing thing to me 

Mr. Marcemne. It would azing to me, and you woul 


Mr. Ky AN. You Sah a ; u. a ‘ollector,. ire respol 
efficiency of the ofhice. : ; ure TAK ne credit fo. 


, 


ne toa COT [ that. mt ki wh the cireumstances w 


now In Brooklyn 
Mir. Marncreniu 


> eer * rit 
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Mr. Kean. And in the same way, the responsibility for the previou 
inefliciency of the office before you got there must have been on thy 
collector ¢ 

Mr. Marceiie. It must have been; but, sir, if you find that offic 
ineflicient now, it would be Joe Marcelle that is responsible. 

Mr. Kean. And the fact it was ineflicient before, Mr. Joe Nuna: 
was responsible for; and having made it inefficient, he was rewarded 
by being made head of the whole Department ‘ 

Mr. Marcenie. I would rather have the supervisors answer that 
question, sir, 

Mr. DeWinpv. Mr. Marcelle, do you know it to be a fact, or was it not 
a fact, that the office was in a mess / 

Mr. Marcetie. I said that is what they brought to me. Mr. De 
Wind, when the workload was not being carried, let me tell how 
that 

Mr. DeWinp. I just want to know—— 

Mr. Marceiie. Let me tell you what I mean. 

Mr. DeWinp. What I want to know, Mr. Marcelle, is: Did you 
know it to be a fact that the office was in a mess when you took it over / 

Mr. Marceiie. No, I didn’t. 

Mr. DeWinp. Did you talk to Mr. Nunan about it later and tell 
him it Was in a mess ¢ 

Mr. Marceuie. Yes, sir. 

Mr. DeWinpb. Was he surprised about that ? 

Mr. Marcetie. Very much, and he didn’t think so. 

Mr. DeWinp. He hadn't thought it was in a mess? 

Mr. Marcetie. He didn’t think it was in the mess that I thought it 
was, and we weren't getting the work done, and the workload wasn't 
being carried out, and gradually we took care of that. 

Mr. DeWinv. Did you tell Mr. Nunan you were going to demand 
an audit of the whole office 

Mr. Marceuie. Yes, 1 told him that. 

Mr. DeW inv. Did Mr. Nunan say to you, “Do you want to get me 
fired ¢” 

Mr. Marcetie. Something like that, kidding me. When I say that 
1 think we were having some jocular talk, because 1 didn’t know, | 
didn’t know much about the office. 

Mr. DeWinv. You were having a jocular conversation about what 
a mess the office was in ¢ 

Mr. Marcetie. I said about being fired, jocular, and I don’t remem 
ber that, and 1 do not remember the wording, sir. Lam trying to giv 
you my best recollection, and many things may have been said, and 
I do not recall them exactly. But I do know this, that in each depart 
ment, wherever I wanted his support, and particularly in the cashier's 
department, he sent down one of the Deputy Commissioners, and the) 
gave me every support, every help. In other words, whatever he 
could do to help me, he was giving it tome. 

Mr. DeWinp. Now, you did not know what the conditions in your 
ollice were ¢ 

Mr. Marcentie. Of course I didn’t. 

Mr. DeWinpv. Well, did you undertake to learn what they were, 
personally ¢ : 

Mr. Marcense. I said I learned from the supervisor, department 
by department, 
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Mr. DeWinp. You see, Mr. Marcelle, the situation is this: Mr. 
Scanlon testified earlier before this committee, and testified as to 
the trouble-shooting job he did up in Boston when that office got in 
a mess, and how he was able to put it back on its feet again; and 
I was wondering if that was the situation here, if he came in and 
put your oflice back on its feet ¢ 

Mr. Marcetze. In Boston, he did not have the situation that we 
have in Brooklyn, and we had a collector here in Brooklyn, and he 
was working and was working with him, and we worked together. 
And, sure, I must give him the most credit for it, and he was the one 
that was finding out things for me, he and his staff. 

Mr. DeWinp. Now, Mr. Scanlon would bring problems to you and 
make recommendations to you, and “you do this and that” ¢ 

Mr. Marcenie. And we would discuss them, and we would decide; 
and sometimes my recommendations were partly or wholly taken, 
and sometimes his were. 

| would take his recommendations, sir, as to who was most capable 
in each department, because he would find out from their ios. 

Mr. DeWinv. How could you possibly make any recommendations 
about the personnel or the organization when you didn’t know either ? 

Mr. Marcenite. He would discuss them with me, and there was not 
only one man he would choose, and he would give me the qualities 
of maybe three or four. 

Mr. DeWtnp. Mr. Scanlon would come to you and make recom- 
mendations and proposals, and you didn’t know the office, and you 
didn’t know the organization, but you did know that you had a strong 
supervisor, and you carried out his recommendations, isn’t that what 
it comes out to? 

Mr. Marcetie. As much as I possibly could, and if I felt they 
were good—IL had a mind of my own, Mr. DeWind, and you are try- 
ing to make me say here, and you won't accept my answer, but you 
are trying to make me say that he came in and said, “He re,” and that 
was the end of it. We naturally discussed it, and I wanted to know 
more about it and, of course, 1 took mostly his recommendations: and 
not only his, but the members of his staff, also. 

Mr. DeWinp. If you wanted to know more about it, then over 
a period of time you would have learned all about the office, would 
you not? 

Mr. Marcetxe. I say again, we carried it up, by my direction, to 
the point of the present efliciency, Mr. DeWind, and let me say that 
1 gave the supervisors every cooperation and help, and I didn’t stand 
in their way. 

Mr. DeWrnp. But what I was saying, you said you wanted to 
understand the oflice, and you wanted to make your own directions; 
and I assume that if you did that, that sooner or later you would 
have learned all about the office, and did you ‘tonne about your 
office ¢ 

Mr. Marceiie. Mostly, and some of the things. And some, I don’t 
even remember what I learned. 

Mr. DeW inv. Would you say that you are now thoroughly fa- 
miliar with the organization of the collector's office, its method of 
operation, the problems, and so on ¢ 
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Mr. Marceure. Mr. DeWind, if I have a head of a department 
audit, income tax, miscellaneous, tax, chief field deputy, and thei 
problems—— 

Mr. DeWItnp. Llow do you know whether they are doing a good 
job or not ¢ 
~ Mr. Marcennr. iv the reports that must be submitted to me and 
are submitted regularly by the department heads, and particularly 
by the supervisors, 

Mr. DeWinp. So. as late as 1951, you are still waiting to find out 
about vour office from the supervisors / 

Mr. Marcenie. The supervisors are the ones, yes, sir, that are the 
wate hidlows ot each department in the office. 

Mr. DeWtxp. How many hours a day does it take to be the ex 
ecutive in that ollice 7 

Mr. Marcenie. It all depends, and T was available at all time 
when it was necessary, and I never had any hours, and I was in and 
out of the office: but there every day, unless I was on annual leave 
or sick leave. 

Mr. DeWinxp. Now. T remember Mr. Olson testified in our hear 
ings in New York that he was always available for his office, but he 
actually got into the oflice about 2 hours a day, and was that about 
your situation, too? 
~ Mr. Marcenire. No. it wasn’t. because I have even said. maybe | 


would he there an hour and maybe | would be there 10 hours, and 


you couldn't walk into mniv ollice but before you got through wit! 
the secretary's telephone calls and the liens that you had to file, and 
the q iestions that the assistant collector wanted to ask you, or some 
other department head, hours would go by and it would be lunch 


hour or it would be anything. And many days you wouldn't hav: 
that situation, and it would be very slow, and you acted accordingly 

Mr. DeWrxp. Day in and day out, when you were in Brooklyn and 
not away on leave or sick leave, would you say your average time i 
the office was about 2 hours a day ? 

Mr. Marcenie. It was much better than that, and here recently it 
has been 8 and 10, and IT have been in there nights, and I have been ir 
there Sundays. Two hours a day, my dear fellow, you can’t go in an 
take your hat off and hang it up in v hours unless vou cu k in and out 
the baek door. 

Mr. DeWinp. Well, vou would say vour average time in the offi 
wis a oe od deal more than Zz hours a day over this period ¢ 

Mr. Marceiie. If you gave me the average, ves, sir, because it may 
he once or twice a week that vou may go out oft the oflice less thar 
7 or 8 hours a day, and you never rushed out before the employees 
Man va time I have stood there and left at 6 o’clock or 6:30, dependn go 
upon what IT wanted to do. 

Mr. DeWinp. Well, if vour secretary should testify that the aver 
age time you spent in the oflice would be about 2 hours a day, would 
vou deny that / 

Mr. Mancenie. Well. IT think she would be mistaken. 

Mr. DeWixp. Would vou flatly deny that that was right ? 

Mr. Marcentie. I would flatly deny it. 

Mr. DeWisp. Would it be 3 hours, maybe? 


Mr. Marcenie. I don’t know how many hours, sir, and I put— 
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Mr. DeWinpv. Were you a part-time collector or a spare-time col- 
lector ? 

Mr. Marcetie. No, sir. I am a collector; and, as I understood it, 
sir, I was to be available at all times it was necessary, and I was. 

Mr. DeWinpb. How did you know when it was necessary to be there ? 

Mr. Marcette. Whenever they wanted me, and I always kept in 
touch with the oflice, whatever—— 

Mr. DeWinp. Where were you when you kept in touch with the 
office ¢ 

Mr. Marceurr. It all depended on where I would go, and I don’t 
recall where | would go, and I may be down in a restaurant, and I may 
have been over in the club taking a rub-down, or I may have been at 
alunecheon. And, incidentally, most of our time is taken by local func- 
tions and demands that are made upon you. You are obliged to 
attend them, and most of the time that is where you are. It is either 
the Red Cross drive or the Boy Scout drive or some civic organiza- 
tion or some local luncheon club, and the ‘Vv are continually coming, and 
the *y come fast and heav y. 

Mr. Kran. Along that line, did I understand you to say that most 
of the time of a collector is taken by outside activities which he must 
have. like Red Cross drives, and =O On, which he must enter into he- 
cause he is a collector / 

Mr. Marcenite. No. I say most of the times that he is out of the 
office, those things are happening. 

Mr. Kean. And the reason— 

Mr. Marcetite. Not most of his time, but most of his time 
is away from the oflice is taken up with that. Maybe 1 how 
and it may be 2 hours and it may be an hour and a half, and i 
214 hours, that may take his time. 

Mr. Kran. And you feel that a collector must engage in that tvpe 
of activity because he isa collector, or because he isa food citizeh, 
or what / 

Mr. M ARCELLE. Because he isa rood citize Nn, and ¥7) it is eood pub- 
he relations. and you eet to know these peop lle, and if they have unis 
proble ms they have a chance to talk to you, and if you are at the busi 
nessmen’s association luncheon and you talk there, you naturally are 
called upon to talk about the collection of taxes, or m ike some refer 
ence to it. and you cet their sugvest ions, and you wet the benefit ( f 
how they feel, and there is a better understanding between your office 
and the public through those means, and I do very much encourage 
it, because you get to the public through them, and particularly the 
civic and business leaders, to understand you and your office and your 
problems, and you theirs. I think it is good public relations. 

Mr. Kean. Is this your own idea, or is it a policy that you have been 
given by. the Bureau, that you should enter into those types of 
activities / 

Mr. Marcenie. It is my own idea, wholly, sir: and along that line, 
I have advocated, since the second year that I was collector, that there 
should be a public relations office connected with each oflice of the col- 
lector, men that are trained to handle the people, so that when a tax 


payer comes in and has any complaint, a collector cant see them all, 
and he doesn't want to overrule the reports of his deputi s be nuse it 
embarrasses him and it would embarrass me now if I ever had done 
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that with deputies: but if we had public-relations men who were in 
terested in the public; and interested in seeing that they were give: 
decent hearings, and immediately, so that you wouldn’t have to g: 
to them and tell them this, that, and the other, before anything wa; 
done, and you would come in and talk to me as a public-relations mai 
and bet ween the office and the public there would be a better and close; 
understanding. 

Mr. Kran. Wasn’t there somebody in your office to whom the publi 
did go or meet with when they had tax troubles ¢ 

Mr. Marcetie. Yes, but who did they meet with? Forgive me, 
probably I haven’t made myself clear. They met with the man that 
awvas out to get the taxes. You see, they met with the deputies, sir, 
or they met with an auditor. Well, they are trained to collect the 
money. And I say, meet with the fellow that is interested that both 
the auditor do a good job and the taxpayer be heard, and the taxpaye: 
could be wrong as anything, but would go out with a better feeling. 

Mr. Kean. I am interested in your suggestion, because we are inter 
ested here in all suggestions to improve the service, and that is what 
we are trying to do at these hearings. 

Mr. Marcente. I am sorry, sir; I have advocated public relations 
a great deal, and that is why I said that while I did take advantage 
of every civic and business organization and charity organization 
invitation, in spite of what may be said about me, of my oflice, it was 
helped a great deal by the feeling toward me and the office by the 
community. You will find all complaints and poison pen and what- 
not, but in the main I enjoy one of the most beautiful relations with 
the taxpayers, and I have never been blank in the past several years 
particularly, and I believe because they have seen me more, and | 
have let them be able to talk to me more in groups, and I believe that 
their inquiries into my office, while I did not answer questions, I 
made sure that the head of each department, if they asked an excise- 
tax question, that the head of that department knew it, so that the 
taxpayer would get immediate answers. And with each one, in that 
way, I created what I think was a good relationship, one that should 
be developed between the public and the tax-collecting offices. That 
is what I mean by public relations, sir. 

Mr. DeWrnp. Is that what you meant when you said you were avail- 
able at restaurants or at the club, or wherever you were / 

Mr. Marcetie. Yes. And in the main, Mr. DeWind, many a time I 
went out to a ball game, and even then it was work; or I went out to 
the race track, and even then in many instances it was work, or under 
my jurisdiction. 

‘Mr. DeWixv. What kind of work were you doing at the race track ? 

Mr. Marcetie. Mr. DeWind, when I say “work,” we assign men 
there from the tax oflice, and you drop in once in a while and you see 
them, if they are on the job at the gates, or whether they are betting. 
And you judge them by that. 

Mr. DeWrnp. Is that what you were doing when you went to the 
races? 

Mr. Marcetie. Most of the times, and I made a bet, too, every time 
I was there. 

Mr. DeWinp. Did you find checking up on the deputies took all 
afternoon, or you could drop by and get away ¢ 
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Mr. Marcetir. I very seldom stayed all afternoon. IT hated to be 
caught in the rush. But many Saturdays I have gone out, until I 
decided golf was healthier, and then I have only gone to the track once 
or twice in the last year. 

Mr. DeWtnp. Did you ever find that some of the deputies at the 
track were not on the job, or they were over betting ? 

Mr. Maxcetxie. I didn’t find them; no sir; and when I say that, I 
wouldn't let them go down, and we were pretty careful who we sent 
down there. 

Mr. DeWrnp. But you felt you had better go over and see how it 
was going along? 

Mr. Marceuie. | think it is a good idea, at a place where temptation 
is, at the best, to be around. 

Mr. DeWinxp. When you got over there, you never found any 
trouble? 

Mr. Marcetir. No, sir; and I have never had any trouble with any 
of them there, or any that I have assigned there. No man I have ever 
assigned there has been in trouble. 

Incidentally, Mr. DeWind, it is a matter of public record, and it is 
a matter of fact, I had never gone to the race track in my life until 
I received a telegram from the then Secretary of the Treasury that we 
were having the war-bond drives or the war-fund drives, and it was 
necessary for a checking, and it was necessary for one of the higher 
officials to be there, or I probably would never have gone to a track. 

Mr. DeWinpb. Was that the reason why you were making trips down 
to the Hialeah track and the Atlantic City track ¢ 

Mr. Marcetie. The Hialeah track was after I had been collector 
several years, and my first trip down into Florida. 

Mr. DeWinp. Well, now, as a matter of fact, to leave that for just 
a moment, on all of these public appearances that you referred to as 
developing good will for the office, weren’t you in fact out furthering 
your own political career and your appointment to the bench ? 

Mr. Marceie. I believe so, and I think it is incidental to it, and I 
still insist it was good business for the office. 

Mr. DeWinp. At least, you had mixed motives, and didn’t you say 
at an earlier appearance that “being collector took me into a different 
atmosphere” ¢ 

Mr. Marcetie. Yes, sir. 

Mr. DeWrnp. And, “Whatever public or speaking engagements I 
have now didn’t have the chance of the rant of a political rally, and 
it either had a civic message to be delivered or a charitable message or 
a national message.” You said, “It was designed to give me stature 
and to build me up, very frankly.” 

Mr. Marcetie. I think so; yes, sir. 

Mr. DeWinp. Was that your interest? 

Mr. Marcetir. We were talking then about my ambitions, and we 
weren't talking about my office, and don’t let us confuse the two. 

Mr. DeWrnp. By a happy coincidence, you could further your own 
ambitions and the office? 

Mr. Marcetie. Definitely. 

Mr. DeWinp. Now, what is the busy season in the collector’s office? 

Mr. Marcenie. In our office, we are pretty busy most of the time. 
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Mr. DeWtnp. Well, what is the busiest season / 

Mr. Marcetie. Around March 15, the periods now, the quarter! 
periods, 

Mr. DeWinv. Weil, now, from January through to March 15, is tly 
very busiest time of the year, isn’t it‘ 

Mr. Marceiie. No, sir: 1 don’t find it that way. We were ab! 
to take the work so well now, and we have for the last 2 years, that 
we don’t have any people on the street, and prior to that you had big 
line-ups, and it is pretty well organized, and I think we have a pretty) 
equal workload regularly, sir, except March 15 when that great ir 
flux of taxpayers come into the office, and that is when you have you 
greatest period, 

Mr. DeWind, vou know Lam not the collector now, and so it mak 
no difference what I think about my office. 

Chairman KING. You ria step down how, Mr. Marcelle. and the 
subcommittee will now recess until 2:15 this afternoon, and you wil! 
return at that time. 

(Whereupon, at 12:55 p. m., the hearing was recessed until 2: | 
p.m., of the same day.) 

\FTER RECESS 


Chairman Kine. The subcommittee will be in order. 


TESTIMONY OF JOSEPH P. MARCELLE, FORMER COLLECTOR OF 
INTERNAL REVENUE, BROOKLIN, N. Y.—Resumed 


Mr. M ARCELLE, Mr. Chairman ana vent lemen, there were two que 
tions that I didn’t complete the answers to, as it occurred to me afte: 
[ left here. I think you will appreciate that it is hard sometimes to 
complete them. One was that lL was asked whether the fact was that 
after L received the organization support I was successful, and wasn’t 
it because of that that Il was. 1 want to make this statement, that 
I had received in that fight the support of every chureh and enforce- 
ment ageney, and particularly the press. I beheve that had I not re 


ceived the support of the press I might have heen seriously physically 
hurt. They were a greater source of help to me and courage than ever 


the police, 

There was another question. Pardon me. I am trying to think. 
Oh. ves. I was asked: Definitely wasn’t it a fact that the supervisor 
made the suggestions and I carried them out? I just felt that they 
had supervisors before I came there. Can't we assume that I at least 
supported their program and in a small measure was somewhat re- 
sponsible for the development of the efliciency ot the ollice ¢ 

Thank you very much. 

Mr. DeWinp. In that connection, Mr. Marcelle, the supervisor who 
came in was a new man who was a trouble-shooter for the Bureau, 
wasn’t he? 

Mr. Marcetie. Mr. DeWind, I didn’t know who he was. 

Mr. DeWinxp. Do you now know that he was a trouble-shooter for 
the Bureau ? 

Mr. Marcenie. No, sir, I do not know, but I will take your word 
for it. 

Mr. DeWinp. Mr. Marcelle, how many returns are filed in the 
Brookly n collection district ? 
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Mr. Marcenie. Over 2 million of all types. 

Mr. DeWinp. How much money is collected by the office 4 

Mr. Marcecie. Right offhand, IT don’t know. About 83 million a 
vear, I would say. 
~ Mr. DeWinp. About 83 million ? 

Mr. Marcetie. About §3 million, ves. 

Mr. DeWtinp. You don’t mean that. do yout 

Mr. Marceuir. In some years. ves. We have 2 million returns. 

Mr. DeWinp. You say you had over 2 million returns ¢ 

Mr. Marcetir. Yes. I don’t know the exact figure. IT wouldn't 
want to guess. Now, it is a guess. Tam very vague in my mind. 

Mr. Kean. Mr. Chairman / 

Chairman King. Mr. Kean. 

Mr. Kean. Did Vou say only S53 million / 

Mr. MARCELLE. I should have sri closer to a billion 
meant to say that. Iam sorry. I am still thinking. 

Mr. DeWinp. Is that about the figure, a billion / 

Mr. Marceitrr. Yes: | would sav close to that. IT don’t know. Six 
hundred seventy-five to—S5,.875,000, something like that, close to a 
billion dollars. 

Mr. DeWinp. Was that what vou collected this vear? 

Mr. Marcetie. I don’t remember the fieure. DT wasn't prepared for 
that today. I remember giving the press a release, and for the life 
of me I ean’t remember what it was. 

Mr. DeWinp. How many people worked in your office / 

Mr. Marcetie. Twelve hundred. 

Mr. DeWinp. That ineludes all the branch offices 7 

Mr. Marcensie. Yes, sir. 

Mr. DeWtnp. Now, between January and March of each year, most 
of those returns are filed: is that right / 

Mr. Marceuie. Oh. I think most of them are filed. You see. many 
of them are on the fiscal vear, and it may be anv month of the year. 
and most of the business people operate on a fiscal vear. 

Mr. DeWinp. The heavy load comes between January and March ? 

Mr. Marcenie. I think the heavy load comes just in March. 

Mr. DeWinp. Is that right? Don’t many people have refunds, 
overpayments, and don't they file their returns right after the first of 
the year, sO that you have il very heavy refund program up to about 
March 15? 

Mr. Marcetie. We always do have after March 15. 

Mr. DeWinp. Well, before March 15, between January and March, 
aren’t vou loaded with refund claims? 

Mr. Marcenuir. I haven't noticed that. 

Mr. DeWinp. You haven't noticed that. 

Mr. Marcetir. Not that it was heavy between January and March. 
I noticed it after March. In fact, most of them that come in asking 
about their returns come about May, June, and July. 

Mr. DeWrnp. Isn't it true that the Bureau has a program of trying 
to get out refunds on overpaid returns that are filed between January 
and March before the March filing date / 

Mr. Marceiie. Yes; as many as we possibly can. 

Mr. DeWrnp. So there is a heavy emphasis on refunds. 

Mr. Marceuie. I don’t know what you mean by “heavy.” I find it 
heavy, because since last March we haven’t completed our refund pro- 
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gram, and that has been, to my mind, the result of the program bein 
heavier after March 15. 

Mr. DeW inp. Well, do you know that it is part of the Bureau pro 
gram to try to complete as far as possible the payment of refun 
claims on overpaid returns which are filed between January an 
March before the balance of the returns are filed in March? 

Mr. Marcetie. Not only then but always. 

Mr. DeWinp. Mr. Scanlon testified here the other day that he ha 
been able to get the refund program completed within 2 weeks after 
the filing date by expediting it through the period from January t 
March. 

Mr. Marcecite. What district was he talking about ¢ 

Mr. DeWrnpv. He was talking about the Boston district. I assum 
you have the same problem, don’t you ¢ 

Mr. Marceuie. I don’t know what their problem is. 

Mr. DeWinp. Are the taxpayers so different in Boston ? 

Mr. Marcetie. The conduct of the office in Boston or the method 
of their procedure in Boston may be different from the one in Brook 
lyn. 

Mr. DeWinp. Do you try to get refunds out before March 15? 

Mr. Marcecite. As many as we can, and as many returns as we re- 
ceive. 

Mr. DeWinpv. Now, in 1950, Mr. Marcelle, were you absent from the 
office for any substantial part of the period between February 1 and 
March 15? 

Mr. Marcetie. Yes; I think I was away between February 4 to 10, 
to around March 5 or 6, I don’t recall exactly. 

Mr. DeWinv. What was the cause of that absence ? 

Mr. Mancecie. I don’t recall right now. The biggest thing was 


that I had got pretty sick. And, incidentally 

Mr. DeWinv. Could you sit forward a little? I can’t heat 

Mr. Marceuie. I said, incidentally, I tried to take winter vaca- 
tions instead of summer vacations, because the heads of my staff 
all take the summers, and we are short of someone in real authority 
there, so I take them in the winter. And in that time the office is 
well staffed, and it is of little concern whether I am there or not at that 


time. 

Mr. DeWinp. Is that true, that whenever your staff people are 
there, it is of little concern whether vou are there are not? 

Mr. Marcetie. Well, it isn’t of little concern. I am sorry I used 
that term. But it is sufficiently staffed so that they can handle it. 

Mr. DeWinp. Do | understand that you took a winter vacation 
in 19504 

Mr. Marceuie. No, sir: I was ill at that time, I think. I suffered 
with a strep throat, and IT have got part of it now. And you may 
have it examined. I have had that now for 6 or 7 years, so much so 
that it has become somewhat inadvisable to operate until it is healed. 

Mr. DeWinp. So you were away sick with a strep infection— 

Mr. Marcetie. The hot climate helps me. I am in pretty good 
condition 

Mr. DeWinp. Where were you? 

Mr. Marcetie. In Florida. 

Mr. DeWtinp. You were in Florida on sick leave, then 

Mr. Marcetxie. I believe so. I have no records here. 
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Mr. DeWinp. From early February until early March? 

Mr. Marceuie. I believe so. And it is believed that I had earned 
it and was entitled to it. 

Mr. DeWinp. I assume that during that period you would not have 
been absent unless you were seriously sick. 

Mr. Marcerze. Not unless it was on advice of my doctor, too. 

Mr. DeWinp. Now, what was it you just said about winter vaca- 
tions ¢ 

Mr. Marcetie. I said I have always preferred to take winter vaca- 
tions. 

Mr. DeWinp. Oh, you would be away during that period even if 
you were not sick ¢ 

Mr. Marceiie. I don’t know if I would. This year I don’t think 
o, because if I hadn't been sick I think I would have planned other- 
Wise, 

Mr. DeWinp. It was getting to the heavy work part of your year, 
and I just wondered whether you thought that was a good time to be 
away. 

Mr. Marcetire. Mr. DeWind, I must go back to something else. 

Mr. DeWinp. Don’t go back. Just answer the question. 

Mr. Marcetie. No: 1 wanted to get to Europe this year more than 
1 wanted to get to Florida. I mean in 1950. 

Mr. DeWinpv. But you desired to go to Florida? 

Mr. Marceiie. Because I was ill. I went to Europe also, I think. 

Mr. DeWinp. Well, while you were in Florida in 1950, did you 
find a good bit of opportunity to go to the race tracks down there ¢ 

Mr. Marce.tr. Yes, sir 

Mr. DeWinv. How often did you get out to the tracks while you 
were there? 

Mr. Marcetie. Oh, I don’t recall. I think I played golf most of 
the time. 

Mr. DeWinp. Now, you said you wanted to get to Europe in 1950, 
Did you go over to Europe in 19502 

Mr. Marcenie. I think it was in 1950. Am I mistaken about that? 
You must have some record. I am wondering whether it was 1949 
or 1950. The Holy Year was 1950. That is it. 

Mr. DeWinp. Was that the purpose of your trip to Europe? 

Mr. Marcet.e. No, sir; it was not; not in the main. 

Mr. DeWinpb. So you goon to make a trip to Europe in the 
summer of 19504 

Mr. Marcetie. Even earlier if I could have. 

Mr. DeWinp. Well, what was the purpose of the trip? 

Mr. Marcentie. I had an interest. There are certain notes due to 
me in the sum of $20,000 by Mario Caruso, who had purchased my 
stock and my wife’s account. His accountant, Mr. MeGowan, called 
on me and told me that business was pretty good and that he had 
hypothecated in Europe everything that he possessed. If he went 
broke. I would lose my 320.000. 

I had also collected some $80,000 for the Boys’ Towns of Italy. 
wanted to visit that project and bring that money over. 

I was somewhat selfish. I wanted to see what I could do about Mr. 
Mario Caruso’s claim for war damages against the Italian Govern- 
ment. That was one of the chief concerns, plus the charitable concern. 
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Mr. DeWinpv. Do you go there representing Mr. Caruso, or on yo 
own behalf? 

Mr. Marceuie. I had talked to his son, and, as I said, after I talke: 
to Mr. McGowan. I talked to a Mr. Jackson, who was the attorney 
of record who had been substituted in my stead. 

Mr. DeWrnp. Can we avoid getting into a lot of detail of that 
kind ? 

Mr. Marcetxie. I can’t do it, because it is Important, when you ash 
whether I was representing him or not. 

Mr. DeWINp. Let me withdraw that question, then, and put it te 
you this way: Were you requested to go by Mr. Caruso ¢ 

Mr. Marcetie. I received a letter from him, that IT think vou ar 
familiar with, that I have not been able to find, that IT think you 
found in the files, in which he made some ridiculous request for me 
to bring over certain things to him. 

Mr. DeWixp. But prior to your going to Europe, did he ask you 
to vo for him? 

Mr. Marcenue. I told him I was coming over, him or his son, and 
what I was coming over for, and he wrote me and asked me to bring 
certain things over so that | could help adjust this claim if pos 
sible. 

Mr. DeWinv. Now, during the vear 1950, vou were in Florida a 
period of about » weeks in February or March ? 

Mr. Marcenur. T think so. 

Mr. DeWtxp. Then were you away from the office after that for 
another period of 6 weeks ? 

Mr. Marcenie. Yes, sir. 

Mr. DeWinp. So that mn the vear 190), vou were completely out 
of the oll e for 1] weeks / 

Mr. \ ARCELLE. That is eorrect, sir. ] beheve that 1s correct. 

Mr. DeWixp. Now, you mentioned a little while ago that vou liked 
to take winter \ reations, When did you take winter vacations? 

Mr. Ml ARCELLE, Well. | had never heen to Florida. but when | was 
envaged in that business | went to Florida the first time chiefly for 
that, and I believe that it was around that time. 

Mr. DeWtnp. Around what time? 

Mr. Marcennter. 1946, 1 believe. 

Mr. DeWinxp. That is when you began taking winter vacations? 

Mr. Marcetir. I believe so. I haven't got my records here. 

Mr. DeWixp. You say your purpose was business ? 

Mr. Marcette. When I first went to Florida. in the main it was. 

Mr. DeWtnp. It was business? 

Mr. Marcenir. Yes. 

Mr. DeWinp. What business was that? 

Mr. M ARCELLF. The Eastern Electric Vending Machine Corp., of 
which my wife and T owned 50 percent of the stock, and which I was 
the president of. 

Mr. DeWinxp. Now, did you go to Florida on the business of the 
company in 19467 

Mr. Marcennr. I don’t recall whether it was 1946 or 1947. Mr. De 
Wind. I am taking whatever help you can give me from whatever 
records vou have. TI haven't the records. I don’t recall just when the 
emergency arose, in my mind, for ne to get there on business, and when 
I went there on pleasure. 
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Mr. DeWinv. Well, the records indicate that you were away from 
the office in February and March of 1947, but they did not indicate 
you were away on business. 
~ Mr. Marcense. | may have been in California in 1946. That is 


what I don't recall, So 1 will accept your help in refreshing niy 


memory, Then it was 1947, sir. 

Mr. Di WiuNnb. Did you 2o to Klorida Ol} busine =s: Wus that it 4 

Mr. MARCELLE. In the ma nh; yes; while | was on leave. Avalh. that 
was leave that I had earned. 

Mr. DeWinpv. Now, when did this vacation occur? You called ita 
Winter vacation. 

Mr. Marcetxe. I called it a vacation, but I combined business with 
pleasure. 

Mr. IX AN. Mr. ( hairman. 

Chairman King. Mr. Kean. 

Mr. KEAN. Sometimes that is the kind of vacation that a Congress 
man vets. 

Mr. MArcette. That is right, sir. I could do both things, pal 
ticularly when the weather was good, 

Mr. DeW Np. Well, were you ill in 19474 

Mr. Marcetie. I don't recall. [have had a strep throat, and L have 
been bothered with it continually for the last 5 or 9 years. I don't 
know of a year that I didn’t get laid up with it. And incidentally, 
for the record, when I testified in New York, Ll had a strep throat and 
torn ligaments in the right arm and an infection in the right leg. and 
I came to every one of the hearings, And I made that pretty clear, 
that I was coming from a doctor’s office many times to testify. And 
then I would forget about my right arm and even pound the table— 
and suffered for it. And 1 wish you would appreciate that in some 
matters IT have a better recollection now than IT had then. 

Mr. DeWINp. Well, how, does your recollection vO back to LO4T, 
when you wrote to the Commissioner a letter on January 27 of that 
year in which you said: 


Some time ago while I was in Washington I talked to you about my physical 


ondition. During the past month I have had a couple of scares as a result of a 
colitis, and therefore I am making a request for sick leave beginning February 
3 to or about March 5 and submit herewith my doctor's certificate for that 
purpose 

I trust this meets with your approval, and, with every good wish to you, I am, 


Sincerely yours, 
JosepH P. MARCELLE. 

Mr. Man ELLE. Yes; here is what happened, and it is a matter of 
public record. 

Mr. DeWinp. Just a minute. Mr. Marcelle. As I understood vou 
a while ago, it was a business trip and pleasure trip. , 

Mr. Marcetre. I said I combined it, sir. 

Mr. De Winn. Now tisb isiness, pleasure, and illness ? 

Mr. Marcen.e. Yes: I can do that, too. 

Mr. D1 WIND. While vou were down there on business, pleasure . ye 
illness, were vou also able to attend the tracks reoularly 7 

Mr. Marcetzie. Not regularly, Sir. I have rone there once in i 
while. 

Let me Sav this, that as a matter of record T came back on the V) 
cania from Europe, I think, in 1946, and some 300 of us were poisoned 
W ith poisoned beef. Several deaths took place. We beeame very sick 


, 
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with that colitis. It is something that is a matter of record even today 
if you look into the morgue of these newspapers. And I had that 
condition. And it wasn’t helping me any around here with th: 
weather. 

Mr. DeWinpv. That was January of 1947, when you asked for sick 
leave in February and March. On January 27 you wrote that letter 
Do you recall that on January 28 of 1948 you wrote a letter to the Com 
missioner in which you said that for quite some time you had been i: 
poor health and, acting on the advice of your physician, you wer 
requesting sick leave for an indefinite period beginning in Februar) 
of 1948? 

Mr. Marcetie. Yes. It was a combination of everything. And |] 
was advised to get into something else, to do something else. 

Mr. DeWinv. And then on January 26, 1950, do you recall writing 

Deak COMMISSIONER: I have been suffering from a cold and strep throat for 
some time, which I am unable to shake off, and my doctors advise that I go away 
for a complete rest. As I was not able to get away all last year, and things ar: 
in such shape that I think I will be able to leave, I hereby apply for ieave for 
an indefinite period beginning—— 

Mr. Marcetie. Yes, sir; and I extended that courtesy; but, so that 
I may help you and clarify this, the usual procedure is that if you 
want to take sick leave and you had earned it you just took it. But 
I thought it proper not only to ask for it but also give them a doctor's 
certificate. It was purely voluntary on my part. 

Mr. DeWinp. For those 3 years you took a 5-week vacation? 

Mr. Marcette. I call it both. Whatever you want to call it. But 
I want the record to show that that was all time that I had earned 
and was entitled to. 

Mr. DeWrnp. You earn sick leave and are entitled to it? Is that 
right? 

Mr. Marcetie. You earn sick leave; and if you are sick, you are 
entitled to take it. 

Mr. DeWinp. Well, are you entitled to take it if you are not sick / 

Mr. Marcetie. I don’t think youshould. I never went into whethe: 
you are entitled to it or not. 

Mr. DeWinv. Aren’t you quite sure that you are not entitled to claim 
sick leave unless you are sick ? 

Mr. Marcetie. I agree with you on that. 

Mr. DeWinp. It is an additional vacation with pay if you are not 
sick. 

Mr. Marceiie. It may be, but it is still time you earned. 

Mr. DeWrnp. Well, in 1948 would you say you were absent fron 
the office about 10 weeks? 

Mr. Marcetie. In 1947? 

Mr. DeWrnp. 1948. 

Mr. Marcetie. I don’t recall that. 

Mr. DeWixv. You took 5 weeks of annual leave and 414 weeks o! 
sick leave? 

Mr Marceiie. If I did, that is true. I don’t recall it exactly. 

Mr. DeWrinp. In 1947, about 7 weeks? 

Mr. Marce.ie. That is probably true. 

Mr. DeWrnp. And then, in 1950, 11 weeks? 

Mr. Marcetxe. Yes, sir. 

Mr. DeWinp. What about 1951? 
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Mr. Marcetite. Oh, when I injured my arm. That is the only 
time I took. I didn’t go to Florida. And the arm I still have, and 
it is open to examination by any doctor you would want to choose. 

Mr. DeW xv. How long were you away from the office? Do you 
recall ? 

Mr. Marcetie. I must have been about 3 or 4 weeks, or 314 weeks. 

Mr. DeWinv. Well, now, this sickness that you refer to, it wasn’t 
exactly a pressing emergency, was it ¢ 

Mr. Marcetyie. Other than it was the doctor’s advice. Sometimes 
it is good, and sometimes it is bad. 

Mr. DeWinp. Well, I have noticed that in the 3 years involved 
here the illness apparently affected you on January 27 and Janu- 
ary 25. 

Mr. Marcetxie. It was the time I suffered most. Right now, when 
I have a bad day, both my leg and my arm, when the weather is 
bad, it does affect. And when I have weather as nice as today I don’t 
seem to have that effect. And in Februry and March I seemed to 
have the worst time. 

Mr. DeWinp. That is entirely a coincidence, then, that vou took 
time off in that period ¢ 

Mr. Marcetie. I don’t think it is a coincidence. I believe it is 
my physical condition, due to the elements. 

And incidentally, Mr. DeWind, I am no longer collector. Does it 
matter any more what time I take? 

Mr. DeWInp. Mr. Marcelle, when vou became collector of in- 
ternal revenue, do you recall what your net worth was when you 
became collector in 19347 

Mr. Marceuie. 1 would have to look at that. I don’t know. 

Mr. DeWrnp. Well, did you have about $2,500 in the house ? 

Mr. Marcetie. I will get my figures here. 

Mr. DeWrnp. Do you recall giving the special agent who spoke 
to vou at the time of your appointment a financial statement ? 

Mr. Marcecte. Yes; I gave them financial statements. I assume I 
did. 

Chairman Kine. Who is this young man you have with you? 

Mr. Marcenie. He is my accountant, sir. IT should have asked your 
consent. But in the anxiety to answer—They have had all these 
papers since early August. I haven't looked at them or seen them. 

Chairman Kine. You did not say he was your counsel? 

Mr. Marcetie. No, sir: an accountant that has been preparing and 
working out these finance ial statements that they asked for. 

Chairman Kine. Very well. 

Mr. DeWrixp, At that time you stated to the special agent that you 
hada net worth of approximately $2415, and I believe you at that time 
owned a home which was in your wife’s name. 

Mr. Marcetir. I don’t recall what I told him, Mr. DeWind. 

Mr. DeWixp. Well, would that seem to you to be about right ? 

Mr. Marcecie. I don't know: whatever were the facts, | gave to him. 
I assume. 

Mr. DeWinp. If that is what the record shows, that was the fact ? 

Mr. Marcensre. I don’t know that it is or not. I don’t reeall it. 

Mr. DeWrnp. Mr. Chairman, may the record show that at the time 
of his appointment the special agent’s report states that Mr. Marcelle 
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said his net worth was $2,815 and that there was a house in his wifi 
namie, 

Mr. Marcenie. I don’t recall making that statement about net wort 
I want that to be shown on the record, too. I don’t know what 
asked. He Dhiit\ have asked how much cash I had in the bank or Soli 
thing. I don’t recall the net-worth part of it at all. 

Mr. DeWixp. Mr. Chairman, may I then read from the report 
this point an excerpt? 

Chairman Kine. You may. 

Mr. DeWinp. Mr. Marcelle furnished a financial statement whi 
indicates a net worth of 82.415 as of March 15, 1944. Hs assets cor 
sist of 8315 cash on hand and in checking account, $1,500 cash sur- 
render value of insurance, $400 value of automobile, and $200 as the 
value of his personal effects. 

He stated that his home at 1074 Hart Street, Brooklyn, N. » is il 
his wife’s name. 

That is the end of the excerpt. 

Mr. Marcetie. May L ask when that statement was submitted? |] 
don’t know what the date was. 

Mr. Dh WHUNb. This is in the special agent’s report, Mr. Marcelle. 
dated March 21, 1944, 

Prior to that time for several years your principal source of incom 
had been your salary as secretary to Justice Nova: is that right ¢ 

Mr. Marcecie. Principally; yes. 

Mr. DeWinv. Did you also have some income from your law 
practice ? 

Mr. Marcetie. I don’t recall what I had, but if I did I reported it 
And for some time my wife also was in business. 

Mr. DeWinp. What was your salary as secretary to Justice Nova 

Mr. Marceuie. I believe at that time it was $6,500 a year. I don 
know whether it is 87,500 or $8,500 now. 

Mr. DeWinpn. Well, what was your approximate income, let us say, 
in the vears 1939 to 1943? 

Mr. Marcetxe. I couldn't tell you that, sir. 

Mr. DeWinp. Well, would it have been about $7,500? 

Mr. Marceiie. I couldn’t tell you now. 

Mr. DeWinv. Well, did you have any substantial source of incor 
except your salary ? 

Mr. Marceiie. I don’t know if I had any law work or not. I don’ 
recall. I can’t answer that. 

Mr. DeWinp. Well, did you have any business activities in thos 
vears other than your law practice and your position as secretary to t] 
judge ¢ 

Mr. Marcetie. I don’t believe so. 

Mr. DeWinxp. Now, what sort of law practice did you have? 

Mr. Marcetie. I was associated in a law firm, I think. I ean’t 
member those things clearly. It isn’t clear in my mind just what I did 
I don’t believe I did much law work. 

Mr. DeWtnp. In 1938 the law firm of Marcelle, Turkus & Perlma 
had been dissolved. had it not? 

Mr. Marcetue. Yes. 

Mr. DeWinp. And after that time did vou maintain an office as 
sole practitioner ¢ ; 
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Mr. Marcenxie. I think I was associated, too. 

Mr. DeWinvp. With whom were you associated 4 

Mr. Marcenie. I think with Perlman. 

The reason I say that, we dissolved the law firm when Mr. Turkus 
went into the district attorney "s office. | don’t recall just what he- 
cause J think, if I have it correctly, Mr. Perlman went with the Labor 
Relations Board and I went with Judge Nova. What I did at that 
time is something I would have to go to records to give you a definite 
aud honest answer to. ; 

Mr. DeWinp. Did you state at the time that your appointment was 
being considered as collector that you would abandon your law prac- 
tice ? 

Mr. Marcentie. No, sir. 

Mr. DeWInNp. If | Pay read to you from the same special agent's 
report, it says that “he’—meaning Mr. Marcelle—‘further stated 
that his legal business had been small since 1938, that he does not intend 
to engage in the practice of law if appointed to the position of col- 
lector.” Do you remember telling that to the special agent / 

Mr. Marcetie. Absolutely not. My definite recollection is that I 
insisted that L would not take the job at the same salary of SE 500 
and with the responsibility if I couldn’t continue my law practice 
and outside activities. That was one of the main reasons also that I 
preferred to leave Judge Nova. 

Mr. DeWinp. Well, vour law practice had produced a very small 
income: had it not ? 

Mr. Marcevie. | may have called it small, because I was hardly 
doing anything when I was secretary to the judge. 

Mr. DeWinp. Well, do you think the special agent imagined that 
you said you would drop your law practice 4 

Mr. Marcenie. I don't know what he imagined, but he is certainly 
mistaken. Lami almost positive, or not almost, but positive that that 
was discussed very freely with Mr. Kelly particularly at the time iy 
uppomntment was to come in, 

Mr. DeWinp. You say you discussed it with Mr. Kelly ¢ 

Mr. Marcetsie. Yes. 

Mr. DeWinp. Did you discuss it with anyone in the Internal Rev 
enue Bureau / 

Mr. Marcecir. Oh. I talked, I think, once with Mr. Nunan and 
then left it almost wholly to Mr. Kelly. 

Mr. DeWinp. What did vou say to Mr. Nunan 

Mr. Marcecoier. I said that I intended to continue to practice law 
and wouldn't take the job if Leouldn’t. And he said it was the general 
custom; that I didnt have to worry about it. I wanted something 
more specific, and T appealed to Mr. Kelly that they get it for me, 
und I have some idea that there is some kind of letter someplace: Of 
COUPSe, Mr. Kelly Is dead anal gone. 

Mr. DeWrtnp. Did Mr. Nunan give you a letter that it was under- 
stood you would continue in your law practice ¢ 

Mr. Marceutie. There was a letter somewhere. I do not believe. if 
there was a letter, it was given to me. L believe Mr. Kelly got it if 
anyone. 

Mr. DeWtnxp. Mr. Kelly got a letter saying that you could continue 
in vour law practice ¢ 
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Mr. Marcete. I was insisting at that time that I be given a defini: 
assurance that I could continue in my law practice, in spite of t! 
fact that I was told it was customary. 

Mr. DeWinp. If you wanted a direct assurance, would you not ha) 
obtained it directly from the Commissioner or- 

Mr. Marceie. No; I had a definite feeling about it that Mr. Kell) 

assurance plus somebody else’s assurance was necessary, so that 
wouldn’ t take the job and then be discriminated against. 

Mr. DeWrnp. You got no letter, yourself, from the Internal Reven 
Bureau / 

Mr. Marcetie. There was a letter somewhere, and that is the on! 
way I could answer it. I am pretty sure I didn’t personally get t! 
letter. 

Mr. DeWinv. Who wrote the letter, and to whom was it writte: 

Mr. Marceiir. It was to Mr. Kelly, as I said. I don’t recall. I ean’ 
remember that letter. I thought it might have come from the Con 
missioner. I don’t know whether it came from the Commissioner © 
the Secretary of the Treasury; whoever Kelly got it from. I insisted 
on it, though. 

Mr. DeWinv. Well, within the last few months—— 

Mr. Marceitir. Oh, incidentally, Mr. DeWind, I had known thy 
collectors before me, both the then Commissioner and the preceding 
collector, and they were practicing law; so that I knew it was custo 
mary, and [saw them in my own courts. When I say “my own courts.” 
I mean while I was secretary to Judge Nova. 

Mr. DeWinv. Within the past few months, Mr. Marcelle, did you 
ask Mr. Nunan to give you a copy of the letter he had written you? 

Mr. Marcetie. Definitely; because I had a suspicion it was some 
where. I asked him that when the time for nominations to the 
supreme court came up; and Mr. Sinnett, I understood, wanted t 
know—— 

Mr. DeWixp. Then you think Mr. Nunan did write vou a letter’ 

Mr. Marcetie. I said I think that, but I haven’t got my finger on 
the direct where and how. 

Mr. DeWinp. Well, what did Mr. Nunan say when you asked for 
copy of the letter? 

Mr. Marce.ie. He said “not for a couple of days.” 

Mr. DeWinpv. Why? 

Mr. Marcenir. I don’t know. I only know that in the next day or 
two the Olson story broke, and I felt, “Oh-oh, that is the reason I 
didn’t get it already.” That was my feeling about it. That is all. 

Mr. De Winp. That is, you asked Mr. Nunan for a copy of the letter 
he had written you, and he said “not for a couple of days”? 

Mr. Marceuie. I didn’t ask him for a copy. I asked him for a 
letter to Mr. Sinnett, assuring him that—let’s not confuse this 
assuring him that this permission was given, and given expressly. | 
wanted a letter to Mr. Sinnett, Mr. DeWind. 

Mr. DeWrnp. Oh, you were not trying to get any old letter. You 
were trying to get a new letter? 

Mr. Marcetir. No; I wasn’t trying to get an old letter, because | 
felt that he didn’t have the file. ‘It was 0a a feeling of mine. No 
more than I have the files of the people I have been associated with and 
who succeeded me. 
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Mr. DeWinp. So you asked him if he would write a letter to Mr. 
Sinnett, or to you ‘ 

Mr. Marcetie. Yes. I said, “Don’t you recall I had this express 
permission?” And I said, “I would like you to give me a letter. 1 
want it for Mr. Sinnett.” 

Mr. DeWrnp. You had received express assurance, you said, from 
Mr. Nunan that you could continue in your law practice? 

Mr. Marcetie. Here is the way I remember my conversation, as 
near as I can: “You go right ahead. It is the general custom. Every 
collector has outside activities,’ or some such. Don’t hold me to 
words. He said, “I practiced law. Mr. Aspen before me did.” And 
[ think Mr. Corwin had an insurance business or a brokerage busi- 
ness. And right down the line we had these various collectors who 
had, as a matter of custom, privilege, right, or whatever you call it, 
maintained outside activities. 

Mr. Kean. Will vou identify Mr. Sinnett ¢ 

Mr. Marceiier. Mr. Frank Sinnett is the former postmaster of 
Brooklyn. He is today the county leader of Brooklyn. 

Mr. Kean. He is now the Democratic county leader / 

Mr. Marcetie. Yes, sir. 

Mr. DeWinp. Now, when you asked Mr. Nunan to write you a let 
ter assuring you of your right to continue in law practice, he said 
he could not write you such a letter ? 

Mr. Marcexte. He did not say he could not. He said “In a couple 
of days.” And then somebody butted in, because this also happened : 
At the New York Athletic Club there must have been 20 or 30 men. 
It was a luncheon they were giving Mr. Olson. Everybody would 
butt in, and I couldn’t continue. And then I lost Mr. Nunan, or 
he lost me, and I wasn’t able to press it. 

Mr. DeWinpv. In fact, didn’t you ask him why he couldn’t give you 
that letter ? 

Mr. Marcenie. I don’t recall that, Mr. DeWind. I may have asked 
why, and he said “You will see in a couple of days,” or “Wait a couple 
of days.” The exact language I don’t recall, because just at that 
point three or four came over, and it was “Hello, Commissioner.” 
“How are you, Joe?” And so on. And the thing got sort of con- 
fused at that moment. 

Mr. DeWinp. He said, “You will see in a couple of days”? 

Mr. Marceire. The exact wording I don’t recall, because we did 
have that interruption. 

Mr. DeWinp. Now, what happened in a couple of days? 

Mr. Marcetir. Well, as I saw it, there was some controversy about 
a Mr. Olson and whether he had received permission from Mr. Nunan 
to continue in outside activities, and I just concluded, well, I suppose 
he didn’t want any more letters around, or something. It was just a 
conclusion I brought out of the blue. 

Mr. DeWrnp. Now, after you became collector, Mr. Marcelle, did 
your law practice increase ¢ 

Mr. Marcetie. Yes; it did. Only by a stroke of luck, and particu- 
larly by the meeting of one or two gentlemen. Like everything else. 
I met a Mr. Caruso, who is one of the large or controlling stockholders 
of the Lionel Corp. 

Mr. DeWInp. Well, Mr. Marcelle, that has nothing to do with your 
law practice ; does it ? ‘ 
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Mr. Marcei.e. It brought me law business. 

Mr. DeWrnp. It brought you law business / 

Mr. Marcette. He himself, for instance, contributed to it, and mi 
that he introduced me to. So it increased, and I believe we have t! 
record there some place. It did increase. 

Mr. DeWrxp. What sort of law practice did you maintain whi): 
you were a collector / 

Mr. Marcetie. Well, I maintained a sort of neighborhood and mo) 
or less charitable law practice, and a law practice from my home. 
did not maintain an outside office as such. 1 kept my finger in t] 
pie and continued on, and I tried to as much as possible diseriminat: 
or choose what I would handle. And I chose those things in the mai 
that did not require my appearance in court, or where I could in th 
evenings particularly putter around with my lawbooks and prepar 
say, a surrogate’s report, a special guardian’s report, a corporate for 
mation or establishment, things like that. I tried to choose. Peop| 
met me at the club, and I entertained them, but I chose whatever | 
thought I wanted. 

Mr. Kean. May Lask a question there, Mr. Chairman ¢ 

Chairman Kine. Mr. Kean. 

Mr. Kean. You carried out your law practice in your home. Did 
you have a room there / 

Mr. Marcetie. Yes; I have a pretty large room, a desk, typewriter, 
convenient seating quarters. You would call it—well, it is as nice as 
my law office used to be as far as the room was concerned, and all my 
lawbooks were there. 

Mr. Kran. Do you have a good-sized law library ? 

Mr. Marcenie. I had. What I call good-sized: what I required. | 
had MeGinnis. Thad Abbott’s. I had Corporation. I had textbooks 
enough for that purpose, 

Mr. Kean. How many books, general lawbooks ? 

Mr. Marcette. Oh, 300 or 200. 

Mr. Kean. Did you have a secretary that worked there with vou / 

Mr. Marcetie. No; because I avoided that as much as I possibly 
could. That is, [type a bit myself. 

Mr. Kean. Youtypea bit yourself ? 

Mr. Marcentie. Yes, sir, and you like to do certain things yourself 
It was only in emergencies where I let others do it. 

Mr. Keay. You attended to this law business only in the evening 

Mr. Marcetie. I couldn't otherwise. As I said, I would make my 
appomtments. It was at home, and they couldn’t get me there in the 
day except on some rare oceasion or some emergency. And I also had 
the privilege in an emergency to run into my brother's office, who 
was then only about two blocks from the office. 

Mr. Kean. Is he a lawyer? 

Mr. Marcenie. He is a lawyer, sir. 

Mr. DeWrnp. Did you use your brother's office a good deal? 

Mr. Marcenie. No, sir; very rarely. 

My record—and you must have examined it—shows that all th 
paper work that was necessary, by a competent stenographer, probably 
wouldn't have taken 20 hours. 

Mr. DeWrnp. You say the work wouldn't take 20 hours? 

Mr. Marcetir. The paper work. I am talking of the stenographic 
work, 
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Mr. DeWinp. You mean in a vear/ 

Mr. Marcetie. A year: yes, sir. 

Mr. DeWinxp. Twenty hours a year of stenographic work ¢ 

Mr. Marcetue. I think so. 

Mr. DeWinp. What kind of income were vou able to get from vour 
law practice ¢ , 

Mr. Marcetie. Well, what is the use’ You have it there. In one 
‘ase alone the actual stenographic work wouldn't take an hour, but 
the ability, probably, that | showed paid S17.500 in one matter alone. 

Mr. DeWinp. What matter was that ? 

Mr. Marcetse. The matter of Johnson, an applhicat lon. 

I believe those things are—lI would not avoid them. but they are 
confidential, and they are privileged. 

Mr. DeWtxp. What vear did you handle the Johnson matter in? 

Mr. Marcenie. [I may have handled that in 1949. I don’t recall. 
You have it there. 

Mr. DeWinp. You said a confidential matter. 

Mr. Marceuse. I believe those are confidential. 

Mr. DeWinp. Isn’t it a matter of public record ¢ 

Mr. Marcenie. If they give it to the pubhe, they are violating that 
privilege. 

Mr. DeWinp. We don’t need to LO into that. Was the nature of the 
work a guardianship / 

Mr. Marcenier. Yes, sir. 

Mr. DeWinp. Now, vou received a fee of how much for that work ¢ 

Mr. Marcensie. 817.500, 

Mr. DeWinp. You say that involved 5 or 6 hours of work ¢ 

Mr. Marcentie. Home work. 

Mr. Kean. Mr. Chairman / 

Chairman King. Mr. Kean. 

Mr. Kean. How do you get a guardianship of that kind? Some 
judge appoints you 4 

Mr. Marcenne. Yes. It is just the kind of a case where the court 
cannot vo out themselves, or it would entail too much detail and inves 
tigation. So they appoint some lawyer that is familiar with it, able 
to handle it. You see, in competency work particularly, when I was 
clerking, it was a great deal of the work I did, and I became very 
familiar with the handling of it. In other words, I could handle a 
competency matter in 2 hours that one who didn’t know how to handle 
it might take 2 weeks in setting up, investigating it, and soon. The 
same would apply to me in matters that IT wasn't familiar with, sir. 

Mr. DeWInp. Llow much of your time did the Johnson miatter 


involve / 
Mr. Marcetir. I remember going out on a Saturday and Sunday. 
Il remember being with his son. I remember going out in the evening. 


That was the only time I could speak to witnesses on property that 
he hac owned. 

Mr. Dy WIND. Was it ] ist a Ve ry small amount of time ¢ 

Mr. Marcetre. Well, | don’t think it was a small amount of time. 
but I completed it in maybe a month. And the hearing was sue 
cessful. 

Mr. Di WIND. And for that you received a fee of S17.500 2 

Mr. Marcentie. Yes. sir. It was a very, very substantial matter, 
and a substar tinl estate 
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Mr. DeWinpv. Well, was the size of that fee dependent on the siz 
of the estate involved ¢ 

Mr. Marcenie. Oh, I believe that you get more from a rich ma: 
than you get from a poor man. 

Mr. DeWinpv. The fee is awarded by the court, is it? 

Mr. Marcetie. It is, and all facts are taken into consideration 
Johnson, I want to say here, the son, was a lawyer himself, and h: 
consented to it, so he must have felt it was worth it. 

Mr. DeWinp. It was a very handsome guardianship. 

Mr. Marcetie. You don’t get them very often. 

Mr. DeWinp. Was most of your income for that kind of work? 

Mr. Marcete. In the last couple of years. 

Mr. DeWinp. What do you mean, “in the last couple of years”? 

Mr. Marcetie. Well, as I said, I tried to choose my work, and, as 
I say, in the last couple of years—I had most of it in 1947, 1948, 1949 
i have had other business, like the Luckenbach estate, that I have 
now. And we don’t know when it will be settled. And I brought i: 
another attorney, because it will require a great deal of time and 
particular skill. 

Mr. DeWrnpv. Well, would you say that the bulk of your practic 
was—— 

Mr. Marce.ie. At the present time, yes, Mr. DeWind. 

Mr. DeW inp. The bulk of your practice is what ? 

Mr. Marce..e. These court appointments. 

Mr. DeWunp. Was that true from 1944 on? 

Mr. Marcetie. I don’t believe so. It was true from 1947 on, I guess. 

Mr. DeWinpv. Was it generally true that you were able to get sub- 
stantial fees for very little work ? 

Mr. Marcetie. I don’t know what you call very little work. It was 
a matter of skill, Mr. DeWind. 

Mr. DeWinv. Well, what I am getting at is this. As I understand 
it, in the guardianship case that you just referred to you got a large 
fee for a few hours’ work. 

Had it been a smaller estate, you would have received a smaller fee. 
Mr. Marcetye. I may have done the same amount of work in con 
nection with some estates and received a thousand dollars. In some 
estates, I would give my services for nothing if it was poor. In the 
same way, you, Mr. DeWind would charge a client with $10 million, 

surely, more than you would charge a client with $10, 

Mr. DeWinp. You used to get some fees as small as a thousand 
dollars ? 

Mr. Marcetie. I have gotten some smaller than that, $100, $300, 
$350, 

Mr. DeW inp. From 1944 on, was most of your income from your 
law practice / 

Mr. Marcetie. Most of my received income. I showed there some 
outstanding, because some haven’t been completed. 

Mr. DeWinv. What was the largest amount of your income from 
the law practice during these years, from 1944 on? 

Mr. Marcetie. May I refresh my recollection? It would be wonder- 
ful if I had that kind of memory. 

In 1944 I received $4,330; in 1945, $7,706; in 1946, $10,700; in 1947, 
$9,600; in 1948, $1,700—I took a drop there; in 1949, $18,000; and in 
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1950 I haven’t been paid yet in some substantial matters. I haven’t 
received anything in 1951. 

Mr. DeWrnp. Now, you were able to get these fees without having 
any office, without having a secretary, and without doing any law 
practice during the day; is that right? 

Mr. Marcetie. The only time that I really had to do anything in 
the day is if I had to testify in court. And that was generally 20 min- 
utes or 30 minutes at the most. The other times it was investigation 
and home work in a sense. So that, as I said, when you wanted to see 
witnesses the best time was to see them in the evening or on a Sunday 
morning. 

Mr. DeWrinxv. What did you want to see witnesses for? 

Mr. Marcetie. You had to establish certain facts in each one of 
these cases, and you establish them through witnesses. You must 
predicate your report on some investigation, on some work, some 
knowledge, some facts. from somewhere, that could be substantiated. 

Mr. DeWrxp. Well, for evening work occasionally you were appar- 
ently able to earn fees which, from 1945 on, ran—— 

Mr. Marceitie. Mr. DeWind, they speak for themselves. They are 
all inthe record. Learned them. And there they are, in the income 
tax reports. 

Mr. DeWrnp. Now, were you able to do that, to get such substantial 
fees for a few hours work, because of a selection of cases, where you 
got only the better type of guardianships;: is that it 

Mr. Marcerre. No; many others have received larger fees, and 
maybe what you would call a better type. And T wish you wouldn't 
characterize it as a few hours’ work, because that is your testimony, 
not mine. 

Mr. DeWrnp. Was that what it was? 

Mr. Martevie. What you calla few hours? Idon’t know. I spent 
a whole Saturday down in Baltimore and didn’t come back until Sun- 
day night. I think I went down the next week end. And there was 
the preparing of the reports by myself. That takes time. What do 
you calla few hours? And we don’t get paid—you know that as a 
lawyer—for how much hours we put in. In the main, it is the success 
of our work and the advantage that the client receives. 

Mr. DeWinxp. Well, you think good results for clients are generally 
easy to achieve without much work ? 

Mr. M ARCELLE, Ii isa great responsi! ility I had in those CASES, and 
I don’t want to characterize them, and I think vou, as a member of 
the bar. should not force me to do it, but the re sponsibilit v here is very 
great. One error here, and you are responsible, and under the New 
York law you know you are responsible, and there is no amount that 
vou cannot be held responsible for, because there is no damage greater 
than you ean do to these tvpes of clients that I had to protect, or 
either turn down. 

In some cases, you know, you don’t agree with the court, and you 
vet no fee. And integrity and honesty makes vou disagree with the 
court. You know the type of case, Mr. DeWind. Don’t force me to 
that. I think that is unfair in this case. And vou know. I want to 
cooperate. , 

Mr. DeWinp. Is there anything unfair in discussing the type of 
law practice you had ¢ 


] 
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Mr. Marcecie. Discussing the particular cases; ves. And let» 
Say this. Let’s take one LV pe. I have to certify to the court afte 
investigation thoroughly and even investiguting the doctors involved 
whether or not the investigation and my own knowledge is that he 
incompetent or not. Based upon my investigation and the doctor 
reports and their testimony, a man may be incarcerated. Untold dan 
ave could be done if, for the sake of a fee, you did that, and without 
thorough investigation. That is what I mean, Mr. DeWind. Tha 
isa great responsibility, because the liability is far greater by a hu 
dred times than any fee you could receive. 

Mr. DeWinp. Now, who do you get these cases from, Mr. Marcelle ¢ 
Mr. Marcenie. The courts. The surrogate may appoint you 
this particular type of cases, or the supreme court. They come fron 

the courts. They come from the judges in the courts. 

Mr. DeWinpb. Well, do you think that you generally got the bette 
cases‘ I mean, you indicated this $18,000 fee 

Mr. Marceiie. I thought that was a windfall. Let me put it that 
way. Of course, you didn't see the others that Way. Just one, | 
would call it, in a lifetime. 

Mr. DeWinp. How about the $10,700 you received in 1946? 

Mr. Marcenie. I think that was two matters or three matters. I 
don't recall. In 1946 that was an entirely different matter. IT har 
dled a corporate matter. That was corporations. It had nothing to 
do with this type of work. That was the dissolving of a large con 
tracting company, the Four Borough Contracting Co. That was ai 
entirely different thing. And, in that vear, I didn’t receive any ap 
pointinents from the courts. 

Mr. DeWinxp. How much work did that case involve / 

Mr. Marceto.e. That took a lot of work. We were at it all the 
time. We were in Baltimore almost every week end. -It was a 
separation of the corporation, where one of the stockholders was 
taking the Baltimore yards and the other controlling stockholder 
was taking the Brooklyn vards. As a matter of fact, the gentleman 
involved I used to spend almost every evening with him holding 
his hand. He was very anxious about his business. 

Mr. DeWinp. It was still all evening work ¢ 

Mr. Marceiie. I may have spent some time during the day, Mr 
DeWind. Don't vet the Wpression that if Mr. So and So had to see 
me at 2 oclock on Tuesday afternoon I didn’t see him, but T tried to 
make it the lunch hour. 

Mr. DeWinp. But the bulk of your work was evenings ? 

Mr. Mancentie. The bulk of it could be. And let me say this, that 
in some cases Where it required taking from my annual leave a day or 
two, or whatever it took, I took that leave, so that I would not have 
the responsibility of miy duties at the office at the Internal Revenue 
Bureau. So I took time off to do that whenever it was necessary. 

Mr. DeWtnp. In other words, you dichn't think you should be absent 
from the office on the days 

Mr. M ARCELLE. I should be available. I was not voing to be in the 
office, unless I was prepared for the responsibility of whatever might 
come up t hat day that required a decision either by me or the assistant 
collector. 

Mr. DeWixp. How did you come to become associated with the 
Eastern Electrical Vending Machine Co. 4 
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Mr. Marcecie. | met this gentleman, Mario Caruso, I don’t know 


} just where, or when, or how, but I do know we became friends, so much 
so that I was at his first daughter’s wedding. I became personal attor- 


ney to him. And he had been toying with the idea of getting out of 

the Lionel Corp.. that he had established. That is these toy trains. 

He hac established that since he Was a Voung man. And he Wis 

toving W ith the idea of manufacturing an electric merchandiser. His 
‘ first venture was through his association with Mr. Hoban. who we 
shall call the inventor. His idea was, and it was brought on by the 
war chiefly, that vou would have these electric merchandisers, where 
you could sel] ‘ micdied eoods, for instance, because stores would be 
closed, nicl Vou would have this merchandise, where vou prt in the 
price nid vot it, or evel vegetables or frozen foods. And the first 
venture was an electri eclarette machine. He had talked and talked 
to me about it, and so much so that prior to my coming into the col 
lector’s office—and Tam trving to get dates now we were at a dinner 
party of Beardsley Rial, I think, who was somewhat responsible, | 
think, for our W-2 forms, or withholding forms, or method of tax. 

And I discussed very much the advisability as to whether T should 

accept the collec torship and whether I should take It. And he said, 
I “You take it.” 


So we had been tovine with the idea. Hoban was froin’ to invent, 


D and he was going to develop it and manufacture, and [ was going to 
establish a sales organization. And finally that is just what hap 


pened, in late 1945 and early 1946. 

Mr. Kean. May Task a question, Mr. Chairman é 

Chairman ING. Mr. Ix tlh. 

Mir. Kean. Did Mr. Caruso live in Brooklyt : 

Ir. Marcenne., No, sir: he did not. He lived in Maplewood, N. J. 
Mr. IK AN. ‘| lat is wlirat | thought. Because the ¥ onel ¢ Orp. Was 
5 in Irvineton, N. J. 

Mr. Mareruue. Yes. sir. And he lived in Maplewood. 
Mr. Keax. Was he the original man who organized the Lionel 
. Corp. ¢ 

Mr. Marcriiue. Yes, sit 


Mir. Kean. And was he one of the people who invented that type 
tf tram 

Mr. Marcenur. Yes: he was. I believe the man that he sueceecde: 
l I know the history of it. 

Mir. KEAN. He was president of the corporation 4 

Mr. Marcrennr. To think he was vice president. l think Joshua 


Cowan Was preside! 

Mir. IX) iN. Hiow clidl vou happen to run into him / I mean, he lived 
n Maplewood, N..J. You lived over in Brooklyn. 

Mr. MArcreiui Llere s. | thir Ik, what happened. We were vers 
much concerned 

Mr. Ki iN. Whois “we / 

Mr. Marcentnr. Mr. Ca 
Italian charities, and I think that is when we crossed paths the first 
time and became friend 

Mr. IK AN. Ile Was Inte rested in Italian chat ties in Brooklyn / 

Mr. MI vn ELLE. | think the first time I came to speak at achat ty. | 
think in Newark. That is where I think we first met, and it was 
and forth, and all over, and we became very lose friends: as T said, s 


ruso Ay d mvself were concerned W th) Wiley 





870 INTERNAL REVENUE INVESTIGATION 


much so that I attended these—I forget the name of the club that t) 
Beardsley Ruml, this financier, talked at. It was a type of a club th 
was a monthly or 6 months’ club, where we would talk, and we wou! 
go to every 6 months, at the Astor Hotel. And there was friends) 
and advice. I think I will be able to bring a letter here that will sho 
his expression to me in asking me to act as his attorney. 

Mr. Kean. But this was before you became collector ? 

Mr. Marce.xe. The idea had not been completed, or the dream, as | 
called it. It became a fact after I was collector, sir. 

Mr. Kean. Yes; but this time when you were active in the Italia: 
charities was before you became collector ? 

Mr. Marceuie. It was before. 

Mr. Kean. So that you had been active even when your only positio: 
was secretary to Judge Nova? 

Mr. Marce.ir. Secretary to the judge; yes. 

Mr. Kran. You still were active in Italian charities? 

Mr. Marcetxte. And not only Italian but all charities. The Amer 
ican Red Cross used to be a pet of mine, the Boy Scouts, the Neighbor 
hood Boys Club. I said Italian charities, because I think—and T am 
trying to recall—I think it was at one of those charities that we first 
met. That is why I characterized that charity, sir. 

Mr. DeWinv. When did you meet Mr. Caruso first? Was it 1943? 

Mr. Marceiie. It may have been in 1942, Mr. DeWind. The reason 
I thought it was—I think it was that, or it may have been around 
Christmas. I don’t remember really, sir. 

Mr. DeWrnp. You were never a lawyer to the Electrical Vending 
Machine Co. ? 

Mr. Marcetie. Lawyer to it? 

Mr. DeWrNp. Yes. Were you their counsel? 

Mr. Marcetxe. I drew their corporate papers. I think I did that 
When you say “lawyer”—we have never had occasion to have a lawye1 
to it. 

Mr. DeWinp. You say you prepared the corporate papers for the 
Eastern Electrical Vending Machine Co. ? 

Mr. Marcetie. I think so, or my brother did, either one. I think 
it was my brother. I don’t recall exactly. 

Mr. DeWinv. In fact, it wasn’t either, was it? 

Mr. Marce..te. Let mesee. There was one place somewhere. You 
see, that is why I don’t recall these things. 

Mr. DeWrnv. Did you ever render any legal services to that com- 
pany ¢ 

Mr. Marcetie. I don’t recall it. I think it was a fellow in Jersey 
that drew the corporate papers. 

Mr. DeWinp. Yes; wasn't it Mr. Voltaggio? 

Mr. Marcetie. I think so. 

Mr. DeWrnp. You had nothing to do with the representation of 
that company, did you? 

Mr. Marceiite. Oh, I looked them over. Well, now, I don’t recall, 
Mr. DeWind. I don’t know if we were going to be a Jersey corporation 
or a New York corporation. And it was the New York corporation | 
had most todo with. It was the Jersey corporation Voltaggio headed 
I think so; yes. I don’t recall exactly. 
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Mr. DeWrnp. You testified earlier that you had handled the for- 
mation and incorporation of that company. And that was not the 
fact, was it ¢ 

Mr. Marcetite. Mr. DeWind, that was my belief. That was my 
recollection. I was assuming that, since I was the attorney, that 
happened. There was so much we were doing together. I don’t re- 
call just what. 

Mr. DeWinp. I was interested, because it was the only service you 
could render for the company, and now it turns out you didn’t render 
that; asa lawyer, I mean, legal services. 

Mr. Marcetite. Oh, yes. I have it. I thought so. When you 
say, Mr. DeWind, that was the only service, I don’t know what you 
mean by that. 

Mr. DeWinp. As a lawyer. 

Mr. Marcetie. I don’t recall. You know, many questions came 
up that were legal questions that I handled. We didn’t make records 
of them. 

Mr. DeWinb. Well, but this company had a lawyer, did it not? 

Mr. Marcetie. It did have a lawyer. Mr. Voltaggio had been a 
friend of Mr. Caruso’s, too, and I think he had some kind of a yearly 
retainer, and since we were going into business together, he preferred 
that Mr. Voltaggio, as I recall it now, prepare these things. 

Mr. DeWrnpv. You were not counsel for the company; did not do 
any legal work for them ¢ 

Mr. Marce.te. Not in that sense, of counsel to the company. 

Mr. DeWinv. Weren't you in charge of the sales? 

Mr. Marcetie. My line was administration and policy. I hired a 
sales manager, who hired a sales staff. The sales manager was Mr. 
Meeks. The reason for it is I had no knowledge of this kind of busi- 
ness, but the administration was mine and the policy was to be mine. 

Mr. DeWinp. You say vou had no knowledge of the business ? 

Mr. Marcerxtr.I mean that type of business. I didn’t know the 
people in it. I didn’t know who they were. I didn’t know where to 
first approach them. So I sought someone who had had experience. 
And this Mr. Meeks was one that was suggested as one with experi- 
ence in that field of endeavor. 

Mr. DeWinv. Well, Mr. Caruso wanted you to be in charge of the 
sales ¢ 

Mr. Marcette. I was going to own half of the company and was 
going to be sort of the watchdog over the sales. And I took a great 
part. The biggest contracts, until I got out, were made by me. 

Mr. DeWrnp. But this company that you say you had half of was 
the Eastern Electrical Vending Machine Co. ? 

Mr. Marcetie. Yes: my wife and I had half. 

Mr. DeWinp. Wasn't that entirely a sales company ? 

Mr. Marcetie. Entirely. 

Mr. DeWrnp. So that you were to handle the sales? 

Mr. Marceuir. I wasn’t hired to handle the sales. I organized 
the sales company. I had the sales, certainly, the sales; but it was 
administration and management. Although I did, and I am trying 
to give you exactly what I did, make the larger sales. I was respon- 
sible for the larger sales, that is, the franchises that I handed out. 








872 INTERNAL REVENUE INVESTIGATION 


Mr. DeWrnpv. You did not know anything about the business, and 
what you were hired for; to establish contacts; was that it? 

Mr. Marcetie. When I say I didn’t know anything about the busi- 
ness, I didn’t know anything about the cigarette business but I had 
enough experience and knowledge about how to handle the sales 
company, and it wasn’t for contacts, Mr. DeWind, when we estab 
lished this company, because there was a depression of the market. 
The first ad in the trade papers brought a great number of inquiries. 
You could have sold those machines on the street corner if you were 
able to manufacture them at the time. the demand was so great. 

Mr. DeWinxp. But Mr. Caruso felt he should have you, and you 
had no experience in such a business, and you had never run a sales 
organization. 

Mr. Marcetir. He did not. T owned a shoe shop and T owned a 
laboratory supply company which was sales, and he had confidence 
in me, Mr. DeWind, and don’t put your interpretation on it, please, 
and let us have it. 

Mr. DeWixp. I am not putting any interpretation to it. 

Mr. Marcetir. You said I had no experience, and what Mr. Caruso 
had in mind was he felt he could trust me and he had confidence in 
me, and that he wanted me to be part and parcel of the sales company. 

Mr. DeWinp. You said these machines sold themselves, 

Mr. Marcetie. I said the first one. and when I said sold themselves, 
that I don’t mean literally. There was a great influx of inquiries 
in it because of the depletion of the market, due to the war. 

Mr. DeWinp. Did you ever devote a great deal of time to th 
business / : 

Mr. Marcetir. No, sir. The first sale I made I will never forget, 
was W ith i Larry Epstein, the president of the Strat fora Merchand 
ing Co. of Newark, N. J. I drove over on a Saturday morning, as a 
result of an inquiry, and that night about 7:30 or 8 o'clock he gav: 
mea check as I recall for 87.500, and T don’t know whether it was 
or 100 machines that he purchased, although it took months after to 
deliver them. That was the first one. and it was the start of the sales. 

Mr. DeWinp. Well, now, how were the sales of Eastern Electrical 
organized’ Did you make sales directly vourself or did you have 
some system of agencies or franchises? 

Mr. Marcecite. This was one I made, and T made that because | 
was an dependent operator in New Jersey. It seemed at that Ctr 
that the Rowe Co. h id pretty much the control there \I\ idea had 
been, and in the main until | got out I established the franchises ovel 
the country, and the largest one I est iblished was mm Los Angeles. 
l think they took seven or elaht thousand machines, 

Mr. Ky AN. Could ] ask a question there / What COMPAny aid vo 
Sal acl control over in the New Jersey field ? 

Mr. Marcenste. The Stratford Merchandising. 

Mr. Ky AN, Then you said that the Rowe OOD) enweaes 

Mr. M \RCELLE. The Rowe Co. was a pioneer company in this field, 
sir. but had nothing to clo W ith ls, and it was an opposition company. 

Mr. Ky AN. ‘| hat would be another Company that clic the sane tvpe 
of work that you cid ? 

Mr. Marcernne. That is correct, sir. 

Mr. IK AN. Before you vot into the field, the Rowe Co.’s products 


] 


were the ones that were in there / 
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Mr. Marcetrie. In the main. 

Mr. Kran. That were largely sold throughout New Jersey / 

Mr. Marcette. There were one or two other companies, but this 
was the largest: that is correct, 

Mr. Kean. About what was the sales price of the unit / 

Mr. Marcetitr. We started with S158, but it ended up at s2vo a unit. 

Mr. Kt iN. As to your sales company, what sort ot commission Was 
paid? Was it a 20 percent or 10 percent or what / 

Mr. Marcenie. It was around 10 percent, 1 don't recall, and it may 
have been a little more than that nis sales COMpany hac. 

Mr. IX AN. | do not want to know the exinct details, buat | wanted 
to know approximately. 

Mr. Marcentre. But that is approximately 10 percent of the value 
of the sales. 

Mr. Kran. On the sales of this 100 machines, then, vou probably 
might have made S159—that would be 81,600, roughly. That is 10 
percent on the snle would ay about S16 per machine. 

Mr. Marcenter. The price went up very fast, because of the failure 
to et steel. and it went to Svvd before we delivered but very few 
machines, sir. 

Mr. Kean. And vou made SZ.000 out of it / 

Mr. Marceinir. That is right. 

Mr. Kean. And that went to the conipany of which vou and youl 
wife owned 50 pereent ¢ 

Mr. Marcenie. Yes: and the Caruso family, T call it that, because 
it Was he and memibers, ow ned the other 50 percent of the stock. 


There Wits another company, of course, controlled and owned by 
Mir. Caruso and his family that were the manufacturers. 

Mr. Kean. He had a COMMpAany that manufactured it. and then a 
siles organization. 

Mr. Marcentie. It was a separate and distinct thing. 

Mr. IK AN. You did not have anything to do with the manufac 
turing end of it ¢ 

Mr. Marcencr. Not a thing. 

Mr. Kean. Mr. Caruso’s family and vours owned 50 percent of thi 
sales company, and you made approximately LO percent on the sale. 

Mr. Marcenee. Yes, sir. 

Chairman Kine. | was going to suggest to you, Mr. Counsel, and 
to Mr. Marcelle, that it would be refreshing to get around to some 
“ves” and “no” answers, and this record is going to look something 
like Gibbons Decline ana Fall if we do not cet strnaightened out. and 
vet the facts in the way that the committee can get a picture of it 
before becoming too bored. . 

Mr. De Winn. Is that a matter of the answers, Mr. Chairman ¢ 

Chairman Kine. | think that it lies largely with the answers, and 
perhaps you can frame questions so that Mr. Marcelle can give us 
a few “Yes” and “No” answers. 

Mr. Marceiie. If Lean get the questions, if it please vou, Mr. Chair 
man, LT would be happy to answer “Yes” or “No.” but these you can’t 
answer, and T want to answer them “Yes” or “Now and L would like 
to vet through with it. 

Mr. DeWinp. What was your compensation arrangement with 
the Eastern Klee trical Vending Machine Co. / 
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Mr. Marceie. 36 on each machine, and a salary that ran to $10,000. 

Mr. DeWinp. $6 a machine and an annual salary of $10,000? 

Mr. Marce..e. That is correct. 

Mr. DeWinp. And in addition you had 50 percent of the stock of 
the vending machine company ? 

Mr. Marcette. That is right. 

Mr. Kean. Well, did you get that besides the 10 percent that went 
to the company that you owned ? 

Mr. Marceitie. No; the company got the 10 percent, and the 
company paid me, myself. 

Mr. Kran. And the company paid you $6 too? 

Mr. Marcetie. Yes, sir. 

Mr. Kean. If the company made any money, then, besides, you 
shared in that because if they paid any dividends naturally you as 
half owner would get a share of the dividends. 

Mr. Marcetie. We didn’t stay long enough to really make some 
money. We made money but I didn't stay long enough. But that 
is correct—forgive me, sir. 

Mr. DeWinp. In fact, the company never paid any dividends, did 
it? 

Mr. Marcetie. That I don’t recall, and if I have a recollection I 
think we did once, and I am not sure about that, and I don’t have 
any of the records of that company, Mr. DeWind. 

Mr. DeWinp. You do not recall getting a dividend from the 
company ? 

Mr. Marcettie. I don’t, sir. 

Mr. DeWrnv. So you now have $200 a week, $6 a machine and 50 
percent of the stock of the company. 

Mr. Marcette. Yes, sir. 

Mr. DeWrnp. Did this contract have a definite period to run? 

Mr. Marcetie. I don’t know if it was a contract. You see, Mr. 
Caruso and my wife owned the sales company, and I had the employ- 
ment arrangement, 

Mr. DeWinp. Just a minute, Mr. Marcelle. The chairman would 
like to cut these answers shorter. Did you have a contract with the 
company ¢ 

Mr. Marcette. I don’t recall whether it was a written contract or 
whether it was just an arrangement we made as officers of the corpora- 
tion, and that is why I can’t answer that yes or no. It was my 
recollection that it might have been a contract. 

Mr. DeW rnp. You told us earlier, Mr. Marcelle, that you would 
supply a copy of such a contract. 

Mr. Marcetye. If it were in existence. 

Mr. DeWinv. Have you found such a contract ? 

Mr. Marce..e. No, sir, and I even wrote the Eastern Electric Co., 
and C-Eight Laboratories, and I have a letter from them that says 
that there is no such contract in existence. 

Mr. DeWrnp. Now, under your arrangement, oral or written, with 
this company, you established sales agencies in the United States, 
didn’t you? 

Mr. Marcete. I did. 

Mr. DeWinp. Where did you establish them? 

Mr. Marcetie. Well 

Mr. DeW inp. Just the places. 
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Mr. Marcetie. At Los Angeles, Toledo, Ohio, Miami, Florida, 
Boston, Mass. 

Mr. DeWrnp. Did you make any sales in New York? 

Mr. Marcetie. The sales company may have, and I don’t recall, 
but maybe one occasionally, or two, and I have no agency here. 

Mr. DeWinp. Why couldn’t you get a New York market ¢ 

Mr. Marceiie. That I don’t know and I was really after the out- 
of-town market, which was a little more lucrative, and also the fact 
that the first supply that we could handle was eaten up possibly by 
the Blaik Sales Co., and they at the time could not get enough of the 

nachines. 

Mr. DeWinp. Well, did you try to develop a New York market 
for these machines ¢ 

Mr. Marceiir. Yes, sir, I did, in the beginning. 

Mr. DeEWinpv. With whom did you try to develop that market? 

Mr. Marcetxe. I don’t recall just with whom. 

Mr. DeWrnpb. Did not you tell us earlier that you had been unable 
to establish any New York market, and that you never could? 

Mr. Marcettr. I said “agents,” and maybe I meant agency, such 
as the Blaik Sales. 

Mr. DeWrnp. You had no agency in New York? 

Mr. Marcetie. No, sir. 

Mr. DeWrnp. Any sales made there were direct, and did not you 
testify earlier up in New York that you could not ever get established 
a New York market ? 

Mr. Marcetie. That is what I mean; I could not seem to get an 
agency as strong as these other agencies. 

Mr. DeWtnp. In this sales organization, you did not have to devote 
a great deal of time? 

Mr. Marcetie. No, sir; other than when I say this: There is a record 
at the New York Athletic Club, and Mr. Caruso had a great idea of 
breakfast meetings and dinner meetings, and so on, and it was a policy 
of administration, and that is what most of my work was, and when 
I took annual leave I established some of these other agencies. 

Mr. DeWrnp. How long did this relationship go on with the Eastern 
Electric Vending Machine? 

Mr. Marcette. I believe I established that part of it in late 1945, 
and ended it June 1948. 

Mr. DeWrnp. And during that period, in addition to negotiating 
the franchises in Los Angeles and Miami and Boston, did you do any- 
thing else? 

Mr. Marceiie. I met whoever wanted to see me. 

Mr. DeWrnp. Did anyone want to see you? 

Mr. Marcetie. Yes. Mr. Caruso, mostly I say this 

Mr. DeWrnp. Outside of your conferences with Mr. Caruso, did 
you ever have any dealings with anybody else ? 

Mr. Marcetie. I may have; I don’t recall. I am giving you the 
highlights. 

Mr. DeWrnp. Do you think that that is all you did, negotiated these 
franchise contracts? 

Mr. Marcetie. Those were successful ones, and I had unsuccessful 
ones, Mr. DeWind. 

Mr. DeWinp. When did you terminate your relationship? 

Mr. Marceiie. I think it was June 1, 1948, sir. 








S76 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinp. By that time had it proved very profitable to you: 

Mr. Marcetie. Very profitable. 

Mr. DeWixp. How much had you made out of it? 

Mr. Marcecie. I don't recall. I think that I have a record, and 
[ would have to show it and refresh my recollection. In 1946, Mr 
DeWind, my wife received $3,000, and I received 86.558. In 1947, my 
wife received $5,200, or 3100 a week, and I received $16,653. In 1948 
When I terminated, the commissions, I think, were $60,000 and S2.166. 
and S60,000 for the sale of my stock to Mary Caruso, and his family 
and | terminated it in 1948. 

Mr. Kean. May I ask a question there? You say that your wif 
got a certain amount / 

Mr. Marcrtie. My wife was an officer of the corporation and s| 
owned the stock with me and we owned it directly. 

Mr. Kean. You say the stock did not pay a dividend ¢ 

Mr. Marcerie. She was getting a salary. 

Mr. Kean. A salary / 

Mr. Marcenie. Yes. and we started with 83,000 and then we gave her 
T9200. 

Mr. Kean. In that last vear, 1948, where you got 860,000 that wa 
all for the sale of the stoek, and vou did get that, or your wife ol 
half of it, did you not 4 

Mr. Marcetre. That is the way it was paid, and I got $60,000 in 
conmiissions that were due me, and that was the 86 commission that 
T had. 

Mr. Kean. You got $60,000 in commissions 7 

Mr. Marcreuie. Yes, sir, and then I sold the stock. my wife and I 
sold our sto ‘k for S60.000, ; 

Mr. Kean. And you each got $50,000 apiece. 

Mr. Marcece. We filed a joint return for that, ves, sir. 

Mr. Kran. You each got $30,000 apiece / 

Mr. Marcetue. Yes, sir. 

Mr. KBAN, And your conimissions mn 14S were S60 000 / 

Mr. Marcense. Yes, sir, and you see that was accumulated commis 
SIons, ai dl they were hot able to pay commissions, because they were 
developing i factory, and they could not pay, and those had been 
Hae umulated bet ween L945 and 194s, sir. 

Chairman King. Can you find a substitute word there / 

Mr. IK AN. Ih other words, over those 3 years, Vou vot over S25.00! 
au Vear average ih commissions, ana Vel you terminated the transac 
tion fora question of 860.000, : 

Mr. Marcetse, Yes, sir, it seems very, very funny. 

Mr. Kean. It seems funny. 

Mr. Marcerire. There is no question about it, but vou must know me 
a little bit to realize it. He would not, Mr. Caruso got into the Pos 
tion that because I was making too much mioney, he was not delivering 
the machines, and my reputation was at stake, because Eastern Electr 
Vending Machine Sales Co. was Joe Marcelle, and I was only in 
terested in that and I knew he had hurt me by failure to deliver, at 
if he failed to deliver, the lawsuits would be uevaiist eastern Eleetr 
and in the main agatnst Joe Marcelle, and he had been kind to me: 
and T had made money, and I was also interested at that time in vroinyg 
on the bench, and that was another time I missed the boat, and | wa 
very happy to let us say get out from under pleasantly, and maintai 
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a pleasant relationship, and meanwhile he had also given me a con 
tract to press a claim against the Italian Government for some 
$2,000,000, so T was happy to go along with that, because if we did not 
have harmony bet ween us, we would have lost even the money that 
was due me. That was my positon, and in other words, L was willing 
totakea third of a nogein rather than to lose it all. 

Mr. By WINpb. Is it not a fact, Mr. Marcelle. that Mr. Caruso 
expressed dissatisfaction with the amount of money you were getting? 

Mr. Marcenie. Yes: he thought I was making too much iioney, and 
| Was, LOO, and | W ill tel} you, if we could have delivered the rise hines, 
| think | would have made nt million dollars | year, 

Mr. DeWinp. Well, as it was for very little work, vou got, as T se 
it, about SIT5.000 over a 2! o-Vvear period. 

Mr. Marcetie. That is correct, and the reason | can’t answer the 
question, when | went into it. we cid hot know if the machine was 
going to be any wood, and I thought 10 to 1 we would have lost Hioney, 
and it took several vears to take the bugs out of it. 

Mr. DeWinp. How much did you invest ? 

Mr. Marceiie. About S5.000, and | did not need more than that 
in the sales company, and half of it was my wife’s. 

Mr. Di WIHINpb. Well, do not the books of the COMPA show you only 
invested $2500 7 

Mr. Marcenie. I think it will also show that while it was a de 
facto corporation, that I was personally making the payments to this 
Halmex for rent and what not, and IT have those checks right here 
with me. 

Mr. DeWinp. Your investment then was 82.500. 

Mr. Marcetie. My investment was 85.000, as I recall it, and the 
other S2.500 was eaten up mm advancement for salaries, before the 
corporation came into actual existence, and IT am sure I make nivsel f 
clear when | say while it was a de facto corporation, in other words, 
we had not been approved by the State. 

Mr. DeWinxp. Now, Mr. Marcelle, did you not in fact establish quite 
a substantial New York market for your machines / 

Mr. Marceuie. L don't believe so, and when [ say substantial, Mr. 
Meeks had the sales end of it. and had a sales staff and I think that 
he had a Mr. Starr, who had the eastern States before we established 
any agency. 

Mr. De Winn. Did vou ever set as a policy that if any sales were 
made in New York, they must not be made to any companies or in- 
dividuals in any Way associated with racketeering / 

Mr. Marcesre. If I knew about it, that is what T had in mind, and 
the reason for that is that the Rowe Co., and IT say this, I had informa 
tioh, Was controlled, and I didn't want people in control of one com 
pany getting any control of my machines, because in my opinion I 
would never be able to geta substantial market. 

Mr. DeWinp. Is it not a fact that in the year 148, its sates in New 
York amounted to SS8+4,000 / 

Mr. Marcetse. You will have to give me that period of time, if 
t would have. IT would have made more commissions. and it must 
have been after | vot out, and vou must wive me the time. and I don't 
recall that at all. You must give me the time prior to June 1, 14s 

Mr. DeWinp. Is it not a fact that you made sales of machines t 
Michael Leseari / 


91550 -52—pt. 1 
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Mr. Marcetie. Was he in New York? 

Mr. DeWrnp. Is it not a fact that you made sales to Michael! 
Lescari ¢ 

Mr. Marcetie. I think I met him once, and I was calling him 
Lavalsaris, and I don’t think I made any sales to Michael Lescari, 
and I personally did not. 

Mr. DeWrnv. Did not the company makes sales? 

Mr. Marceetr. You will have to show me that, and I don’t know. 

Mr. DeWtnp. Did not you talk to Mr. Lescari? 

Mr. Marcetite. When I talked to him, he wanted the whole fran- 
chise, and he didn’t want machines. 

Mr. DeWinp. You negotiated for a franchise with him? 

Mr. Maretie. No, he wanted the whole franchise, and he wanted 
my job, and my company. 

Mr. DeWrxp. When did those negotiations take place? 

Mr. Marcetie. I think it was early in the time, and then T never 
saw him again, and that is why it is my recollection that I did no 
business with him. 

Mr. Kean. Who is Michael Lescari ? 

Mr. Marceiie. All I knew about him was that he was connected 
or had some company in New Jersey, that was a vending machine 
operating company, sir. We sold them and then we were through 
with them, and the others were the operators and we did not operate 
them. We did not put them on location, and we did not go there 
and collect for the sales of cigarettes. We sold them to John Jones 
or the A company, and they were the operators. Lescari was an 
operator, as I understand it. 

Mr. DeWinxv. Was not his company the Manhattan Cigarette 
Service Corp. ¢ 

Mr. Marcetie. T would not know. 

Mr. DeWinp. Well, was he a partner of Zwillman ? 

Mr. Marcetie. I don’t know that. 

Mr. DeWtnp. Do you not know for a fact he was? 

Mr. Marcetie. I know later but I did not know at that time, and 
in fact I didn’t know who Zwillman was and the only reference they 
ever made to me about Zwillman was “Longie,” and to me it was an 
impression it was an Italian associate. 

Mr. Kean. Did he mention that he was connected with “Longie” ? 

Mr. Marceiir. Yes, and I did not sell him any machines. I did not 
sell Longie Zwillman any machines, and as I understand it from the 
contract, some 5 machines out of maybe 20,000 or more that were sold 
went to Zwillman. That was contrary to my arrangement with the 
Stratford Co., with Larry Epstein, who was the independent operator 
opposing that. 

Mr. DeWrnp. Is it not a fact that many more machines than that 
were sold directly to Zwillman Co., the Public Service Tobacco Co.? 

Mr. Marcetie. If you will tell me, I don’t know. I did not know 
they were, sir. 

Mr. DeWtnp. I thought you were the policy man that controlled 
these things. 

Mr. Marceiie. Yes, sir, but I was not, when it says men went out 
and brought in orders, most of them I did not see, particularly small 
orders that would come in for two machines or five machines. 

Mr. DeWrnp. But you had personal negotiations 





INTERNAL REVENUE INVESTIGATION S79 


Mr. Marceuie. I was asked to see him by Mr. Caruso and when I 


| did at a restaurant, he wanted the franc hise, and he wanted to be 
Eastern Electric, and that ended his negotiations, and I have given 

n you that before. 

i, Mr. DeWiNp. What were you willing to offer him? 


Mr. Marcette. I was willing to sell him the machines, and that was 
before | had made any arrangement with Larry Epstein and before I 
learned who he was, and I didn’t know who the man was, and I had 
never met him ws he came in from New Jersey, and I assumed he w: 4 

. i friend of Mr. Caruso’s, they had been negotiating, Mr. DeWind 
and to me—— 

Mr. DeW inp. When did you learn who he was? 

l Mr. Marce.ie. I beg pardon ? 

Mr. DeWrnv. When did you learn who he was? 

Mr. Marcette. I will say almost about the time I got out of that 
business. You have the date, Mr. DeWind, and why won't you help 

) me. 

Mr. DeWrnp. I do not have that information. 

Mr. Marcetite. When we sold the machines to Zwillman, they were 
positively sold probably by Mr. Starr and not by Mr. Marcelle, and 
most likely much after I got out of that business. 

Mr. DeWixv. Were not you entitled to commissions on all of the 

. machines sold? 

Mr. Marcetie. Up to June 1, 1948. 

Mr. DeWinv. Mr. Chairman, at this point could we have Mr. 
Schindler and Mr. Malmesbury, who are agents of the Internal Reve- 
nue Bureau, come forward just for a moment ? 

Chairman King. Will Mr. Schindler and Mr. Malmesbury come 
forward, please. 

Mr. Schindler, will you hold up your hand and be sworn / 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 

Mr. Scutnnbter. I do, sir. 

Mr. DeWinp. Mr. Schindler, if you will wait just a moment, please. 

Mr. Marcelle, let me understand the structure you had here. East- 
ern Electrical was the sales organization ¢ 

Mr. Marcetxe. That is correct. 

Mr. DeWinp. Now, the manufacturing company that made these 
machines, what was the name of it ? 

Mr. Marcetie. C-Eight Laboratories, called for Caruso and his 
eight children. 

Mr. DeWinp. Now, when you got orders for the electrician vending 
machine, it was C-Eight that filled the orders? 

Mr. Marcetie. Yes. 

Mr. DeWinp. That is C-E-i-g-h-t ? 

Mr. Marcetie. That is correct, sir. 


TESTIMONY OF JAMES SCHINDLER, AN INTERNAL REVENUE 
AGENT OF THE BUREAU OF INTERNAL REVENUE 


Mr. DeWinp. Now, Mr. Schindler, have you examined the records 
of the Public Service Tobacco Corp. ? 

Mr. Scuinpter. I examined the records of their purchases from the 
C-Eight Laboratories of cigarette machines only. 
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Mr. DeWinp. You did that in your capacity as a special agent 
the Intelligence Unit of the Bureau of Internal Revenue / 

Mr. Scutnpuer. That is correct, sir. 

Mr. DeWinp. Now, where is the Public Service Tobacco Co. | 
cated / 

Mr. Scuunpier. Hillside, N..J. 

Mr. DeWixp. And you examined their records in this connection / 

Mr. Scuinpier. That is correct, sir. 

Mr. DeWrxp. Do the records show that Mr. Zwillman is a stor 
holder and officer of that company ¢ 

Mr. ScuINDLER. 1 did not vo through their records as to the sto 
ownership or the people involved, although during my examination ¢ 
certain of the records Il saw enneeled checks gvyoing to members of t 
Zwillman family. 

Mr. DeWinp. Were you informed that Mr. Zwillman and Mr. Le 
cari were the principal owners of that business ‘ 

Mr. Scuinprer. Thad information that they had interests in thos: 
businesses, and I don’t know whether the actual ownership is in the 
names or inthe names of members of their immediate families. 

Mr. DeWinp. It is either one or the other, according to your infor 
hiation 4 

Mr. Scrunpier. | believe so. 

Mr. DeWiInp. Now, what do the sales records in connection, 0 
rather the purchasing records in connection with purchases of thy 
Eastern Electrical Vending Machine Products show ? 

Mr. Scuinpier. The records of their purchases as built up fro: 
their accounts payable ledger on their purchase book disclose pu 
chases of two machines on January 7, 1947, and two machines o 
February 12, 1947, and three machines on June 19, 1947, and thre: 
machines on August 28, 1947, two machines on November 24, 1947 
and those are the only machines prior to June of 1948. However, t! 
June 19 machines and the November 24 machines were invoiced to thu 
Manhattan Cigarette Service Co.. although put on the books of tl 
Publie Service, and Mr. Lescari was previously interested in the Ma 
hattan Cigarette Service. 

Mr. DeWinp. Have you examined the books of the Manhatta 
Cigarette Service Corp. for sales from Electrical Vending Machine / 

Mr. Scuinpier. [examined part of their records, which were in t! 
possession ot another firm who subsequent ly took over ownership ‘ 
that firm. 

Mr. DeWrxp. Is it your information that Mr. Leseari and M 
Zwillman are interested in that company, Manhattan Service ¢ 

Mr. Scuinpier. At one time Mr. Leseari was, and 1 don’t know 
Mr. Zwillman was ever interested in it. 

Mr. DeWinp. What is the sales record that you find on the sales | 
Electrical Vending Machine? : 

Mr. SCHINDLER. The records that I got here = have got more con 
plete records dow nstairs- -there was a period in 1947 W hen Mr. Leseat 
severed his connection with Manhattan Cigarette Service through 
sale to another firm, and I don’t know the exact date with the papel 
[ have just given, but I have more complete data downstairs. 

Mr. DeWrxp. From your examination, can you say whether ther 
were sales by Electrical Vending Machine Co. to the Manhatta 
Cigarette Service Corp.? 
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Mr. Sciunpter. The records of the cigarette company disclose pur 
chases from the C-Eight; ves, sir. 

Mr. DeWinp. Purchases from C-Eight ? 

Mr. Scuinpier. Yes, sir. 

Mr. DeWinp. All right, Mr. Schindler, that is all of the questions 
that we will have to ask you for the moment, and thank you very much. 


TESTIMONY OF JOSEPH P. MARCELLE, FORMER COLLECTOR OF 
INTERNAL REVENUE FOR THE FIRST DISTRICT OF NEW YORK— 
Resumed 


Mr. DeWinp. Mr. Marcelle, do you know of sales made by the East 
ern Electrical Vending Machine Co. to the Dee Cigarette and Auto 
Music ¢ 

Mr. Marcenie. No: but before you get away from that 
Mr. Dy WInp. Just a moment, Mr. Marcelle. 

Mr. MARCELLE. The purchases were from © Kight ind I had 
nothing’ to do with C-Eight and LT want the record to be show) 
clearly. 

Mr. DeEWtINp. Mr. Marcelle, is it not a fact that C Richt filled the 
orders that Eastern Electrical Vending Machine vot ¢ 

Mr. MARCELLE. If they clid. they cheated me out of commissior _# 
because 1f it was C Kicht purchases, I never rot paid for them, ana 
this Wilts clone behind TiN back, hecause | told you ny arrangement 
was with the Stratford Co., of which Larry Epstein was the presi 
dent. 

Mr. DeWrnp. Is it not simply a matter of delivery being made by 
b Kieht / 

Mr. Marcetir. The testimony here was that the purchases and the 
orders were made through C-Eight and to C-Eight. 

Mr. DeWixp. When purchasing orders were made, did not C-Eight 
make the deliveries tn all cases ¢ 

Mr. Marcenir. [only want to show IT had no knowledge of that. 

Mr. DeWinp. Did not C-Eight make all of vour deliveries / 

Mr. Marcrite. Yes, sir, but T had no knowledge of any sales to 
These people. 

Mr. DeWrep. That was not the question, Mr. Marcelle, and I 
nerely wanted to establish that C-Eight had made all of vour de- 

Veries, 

Mr. MI ARCELLE. But | had nothing to do with it. 

Mr. DeWinp. Well, that is not established at all, as T understand 
from what you sav C-Eight made all of vour deliveries. 

Mr. Marcenre. ‘| hey made all of the machines, too. 

Mr. DeWinp. All right. 

Mr. Mar ELLF. But they were billed through Eastern, and from 
what I got here to date these other machines were billed thro crt) 
( Kieht. 

Mr. DeWinxp. T do not know that that is established at all. 

VIr. Marcenn That isthe Wit ] understood it. 

Mr. DeWrxp. Were sales made by Eastern Electrical to the Cigar 
ette and Auto Musie Co. mn Staten Island ¢ 

Mr. Marcenir. I still don’t know who they are, sir. 

Mr. DeWrnp. Well, that is a company that is owned by the De- 


Lessio brothers in Staten Island. 
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Mr. Marcetie. That may very well be, but I know nothing. 

Mr. DeW inp. You know of no sales? 

Mr. Marcenuie. I don’t know who they are. 

Mr. DeWinp. Do you know of any sales made to D Cigarett: 

Mr. Marcetie. I wouldn’t know, no. 

Mr. DeWtnp. Do you know that in your office there were fil 
by the DeLessios returns which indicated income which would mak 
them collectors returns, that is income of less than $6,500? 

Mr. Marcette. You mean in the Staten Island office ? 

Mr. DeWrnp. Filed in the Brooklyn office. 

Mr. Marcetie. I don’t know that at all, and I never met the D: 
Lessios and I know nothing about them. 

Mr. DeWinp. You say you never met the DeLessios? 

Mr. Marcetie. I never met them. 

Mr. DeWrnp. Now, did you not testify earlier in the proceeding 
before this committee that you were never able to establish sales outlet 
in the New York area, and that that area was controlled by other com 
panies, and you could never get into it? 

Mr. Marceiie. That is the way I remember it, Mr. DeWind. 

Mr. DeWinp. Did you not also indicate that one of the problem 
was you wished to avoid any connection with the racketeer element 

Mr. Marcetir. Oh, yes; I did. 

Mr. DeWinp. What steps did you take to see that no sales were mack 
to any company that might be considered involved in any way in th: 
racketeer element ? 

Mr. Marcetie. In my direction and talks with the sales manager 
or at any time that anything came to my knowledge, I just avoided 
it and avoided any business with them. You must recall this, that | 
did not know who were racketeers in certain places, and I did not 
know who DeLessio was, and I still didn’t know until the recent 
exposure. 

Mr. DeW inp. Now, on what occasions did the matter of sales t 
racketeers come up, and you say when they came up you would tak 
steps about it. 

Mr. Marcette. I brought it up in the beginning, and what I mean: 
by the steps, when we first organized the company, it was my intentio! 
and belief that I could do a greater business 1f I did not allow anyon 
with that kind of a background to get into the company, or into th 
handling of our machines. I, myself, never made a personal arrange 
ment with these people, if I had any knowledge of them. I also said 
that I had no experience in this business, and did not know why 
operated and what the operators were, or what their names were o1 
what their connections were. And a sale could have come in and | 
might have seen the John Jones Corp., and I did not know that 
was that, or ABC Corp., I never knew who they were. 

Mr. DeWtnp. You have a remarkable ignorance for a man who go 
$175,000 out of it. 

Mr. Marceitie. And I could have lost my $5,000, too, if they did no' 
make the machine; I was just lucky. 

Mr. DeWinp. It turned out that your $5,000 was never in grea 
peril. 

Mr. Marceiie. Yes, it did turn out. Somebody invested in thy 
Ford Co. They did pretty good, too. 
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Mr. DeWinp. Do you know, Mr. Marcelle, whether the fraud or 
racket squad in your office were able to find out who the DeLessios 
were before the recent exposure ¢ 

Mr. Marcetie. That I don’t know, but I do know that when the 
fraud and racket squad was established in 1945 that we collected ove: 
five and a half million dollars in that field, and I suppose we had 
never heard who they were. 

Mr. DeWrnp. You say you think the racket squad had never learned 
who they were ¢ 

Mr. Marceitie. They never brought it to my attention, and I don’t 
think that they ever learned because if they did, we would have had 
some record of it. 

Mr. DeWinpv. If they had learned they would have brought it to your 
attention, would they ¢ 

Mr. Maxrceie. I imagine they would. 

Mr. DeWinv. Why do you imagine that ? 

Mr. Marcentie. Well, because if it was anything worth while, we 
at least discussed them and we may let small matters go by the board, 
but the large matters were surely brought to my attention in one way 
or another. 

Mr. DeWinv. Were you pretty active in connection with the racket 
cases ¢ 

Mr. Marcetie. Only that we had established a squad and the control 
of it was by the chief field deputy. 

Mr. DeWinp. Did you ever interest yourself in the work of that 
squad ¢ 

Mr. Marceitte. Only with the results they were getting. 

Mr. DeWinp. You never interested yourself in any particular cases 

Mr. Marcette. | don’t recall, and if 1 had any knowledge I would 
give it tothem. 

Mr. DeWinp. Did you ever acquire any such knowledge / 

Mr. Marcette. I don’t recall, sir; no. 

Mr. DeWinp. Did you ever have occasion to advise your racket squad 
to keep close track on cigarette operators and cigarette-machine 
operators ¢ 

Mr. Marcetie. I did not give them any instructions one way or the 
other; the complete control of it was at the head of the squad and the 
chief field deputy. 

Mr. DeWinp. You were concerned in your electrical vending ma- 
chine capacity, you said, to stay away from the racketeer element. 

Mr. Marcet.e. Yes, but 1 wasn't 

Mr. DeWinv. In your capacity as collector, you did not think to 
warn them about cigarette-vending-machine operators ¢ 

Mr. Marcette. I was not mixing my cigarette business with the 
collector's office, and that is why the collectors took care of that phase 
of it, and I took care of the cigarette phase of it, and I never permitted 
it to be in any way connected, so that I never gave any instructions 
one way or the other. 

Mr. DeWinp. Had you not been connected with Eastern Electric, 
would you have felt freer to advise them about the racketeer element 
in the cigarette business ¢ 

Mr. Marcetie. I did not know who they were, sir, and I told you 
that. 
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Mr. DeWinv. But you had a good idea, 

Mr. Marceitie. New Jersey was not my jurisdiction. 

Mr. DeWinpv. If you had not been so busy on electrical vending 
machines, you might have been able to get into that ¢ 

Mr. Marcenre. No. sir, it was outside of mv jurisdiction, and I coul 
not. 

Mr. DeWinp. Were not DeLessios right inside your jurisdiction ¢ 

Mr. Marcece. I did not know who they were, and only recently | 
learned anything about them. 

Mr. DeWixv. Well, do vou think that your interest in this partieu 
lar type of business might have interfered in any way with vour dutie 
as a collector ? 

Mr. Marcetie. Absolutely not. 

Mr. DeWinp. Now, in your capacity as collector, Mr. Marcelle, di 
you ever have occasion to make any visits to your field offices 

Mr. Marcenne. Oh, I don’t think that I made actual inside visit 
there except when I first came into the office, and then that was the 
job of the chief field deputy, and I left it to him, and LT remember 
riding around once or twice when things were busy, buat never went tl 
side after that. 

Mr. DeWinp. That is. you would vo over to the race track to che 
upon deput ies, but you would never vo to the field offices / 

Mr. Marcenne. I did not have to. because that was a field deputy’s 
job. and T established quite a record by letting each man that had the 
responsibility do his job, and if he did not do it, I pul someone else 
his place. ‘| hat was his job. 

Mr. DeWtnp. You felt it would not be part of vour job to ever 
make Visits to your field offices / 

Mir. Marcence. I did not tind the reason for it other than the tins 
[ said maybe January 14 or 15, or just ride by and maybe walk dow: 
the street and see what the public was saving about it, and T neve 
went in. 

Mr. DeWtxp. Now. Mr. Marcelle. as collector of internal revenue, | 
suppose you expected all of the people In your clistrict to tile aceuratl 
returns and keep the necessary records, did you not ¢ 

Mr. Marcenue. I did. 

Mir. DeWinp. Would that seem to be a matter of some importance t 


vou that taxpavers keep accurate records and properly report thet 


, 


hneome 

Mr. Marcenie. Yes, sir. 

Mr. DeWinxp. How did vou go about the preparation and filing of 
your own income tax returns ¢ 
' Mr. Marcenee. I took one I thought was an expert, and T call 
Herman Schmidt. who was the head of the income tax division, a 
ruve him all of ni records, and told him to make out the returns, at 
| stoned them nl dl mace out the check ana they were filed in the recu 
ar way. 

Mr. DeWinxp. What sort of records did you keep to give to Mi 
Schmidt / 

Mir. Marcenr.e. Well, in mv case the most that | needed was ches k 
hooks, because L was on a cash basis, and I did not need any ot] 
ereat records. 

Mr. DeWinp. All you needed was a checkbook ¢ 

Mr. Marcenute. More or less, that is all. 
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Mr. DeWinp. Is that all you ever gave Mr. Schmidt ¢ 

Mr. MARCELLE. No, Sir. | gave him all of the notes, receipts, and 
checks and everything that I had, but I said in the main it was re 
flected mostly through my checkbook and my bank statements. 

Mr. DeWinp. When you gave your checkbook and any other receipts 
or bills that vou might have, then did Mr. Schmidt prepare the return 
entirely from those ¢ 

Mr. Marceutie. He talked to me about them, and he asked me ques 
tions, but mainly it was from all of the records that I had. 

Mr. DeWinp. How did Mr. Sehmidt determine whiat deductions 
you should claim in your tax return ¢ 

Mr. Marcetie. I gave him those records, too, and they were gene) 
ally checks that showed the payments, and there were very few cash 
deductions taken out, and I took the responsibility or took the loss 
myself in most of them. 

Mr. DeWinp. Did Mr. Schmidt tell from an examination of your 
checks whether the item was a deductible item for tax purposes or 
what it related to ¢ 

Mr. M \RCELLE. Because he would have sole itemized rer ord ol bills 
showing it. 

Mr. DeWinp. In every case he had an itemized record or bill? 

Mr. MARCELLE. Something, he had something, and he had the 
records, and whatever LT had, I turned over to him. 

Mr. 1) Winn. Now, when Mr. Schmidt had completed your returh, 
then he would bring it to vou for signature ¢ 

Mr. Marcenie. And forthe check to pay the tax. 

Mr. DeWinp. At that time did you examine your returns / 

Mr. Marcetie. No. sir: IL did not. [took it for granted that it was 
QO. IK... and he was an expert, and he was doing it. 

Mr. DeWinxp. Well, you thought you had given Mr. Schmidt every 
thing that was necessary for him to prepare the returns / 

Mr. Marceuie. [thought so: ves, sir. 

Mr. DeWixp. And you never looked at the returns at all ¢ 

Mr. Marcenir. No, sir. 

Mr. DeWinxp. You just signed your name and handed the 

Mr. Marcenue. And the check for whatever amount he said I owed. 

Mr. DeWinp. How did you file vour returns / 

Mr. M ARCELLE. Gre) erally he filed them. ana he took them right in 
and they went through the general flow of business. 

Mr. DeWinp. You did not mail them in in the ordinary fashion that 
all taxpayers do? 

Mr. M ARCELLE. I don't know, all taxpavers do not matl them. and 
SU percent of them come to the office there and file them, sir. 

Mr. DeWinp. How was vours filed ¢ 

Mr. Marceitie. Mr. Schmidt would mail it, or I don’t know what 
he would do with it. but he would see it was filed. 

Mr. DeWinp. You do not know what he would do with it! 

Mr. M \RCELLE. No: al dl he would take the chee Kk. ana ] assume if 
went relht through the cashier's office or whatever office it had to ro 
through first. 

Mr. DeWinp. Now, did Mr. Schmidt certify on the returns that 
he prepared them / 


Mr. Marcenie. No, sir. 
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Mr. DeWrnp. Is not that a requirement of the Internal Revenu 
Department ? 

Mr. Marcetur. I don’t think that we have, all of the taxpayers hav: 
the right for the benefit of the deputy collectors, and none of th: 
deputy collectors that I know certify that they prepared these re 
turns or helped prepare them, and I never looked at the return afte: 
I signed them. He had the only responsibility and the only careless 
ness was he failed to sign it, and I didn’t look at it other than sign it 

Mr. DeWrnp. Do you think that that was the only mistake on thos 
returns ¢ 

Mr. Marcetie. No; I think from what I have learned there might 
have been other mistakes. 

Mr. DeWrnp. Well, now, are you saying you did not look at the 
returns, and Mr. Schmidt didn’t indicate who prepared the returns, 
and how do you know 

Mr. Marcetie. He said he prepared them, and he prepared them. 
and there is no question about who prepared them. 

Mr. DeWinp. He did not certify that on the return. 

Mr. Marcetie. I believe he did not. 

Mr. DeW inp. How do you know that you were not filing completely 
false returns all of the time? 

Mr. Marcenie. I don’t think that I ever filed false returns. 

Mr. DeWrnp. I thought that you said 

Mr. Marcecie. A Government expert was handing them up, and | 
didn’t file any false returns. 

Mr. DeWrnp. I thought that you just had been led to believe that 
you had omitted income from your returns or had filed erroneous 
returns. 

Mr. Marcetie. No, sir. You said something wrong with them. 

Mr. DeWrnp. What was wrong with them ? 

Mr. Marcetie. A date or something. 

Mr. DeWinp. A date or something? 

Mr. Marcenie. A date or a failure of Mr. Schmidt to sign the 
return, or certify it. 

Mr. DeWinp. You do not know of anything wrong with the income 
shown or the deductions ? 

Mr. Marcetie. At that time I did not. 

Mr. DeWixp. Do you know anything now? 

Mr. Marcetie. I don’t know, there was a diserepaney, I have bee: 
told, and I don’t know anything vet, and [ haven’t had the result of the 
final examination of them. 

Mr. DeWinp. How would you ever know whether they were true 
returns or false returns ¢ 

Mr. Marceiie. Because I gave Mr. Schmidt everything TI had with 
the direct admonition to not save me any money, but to be sure to hav 
&@ proper and complete return, and I assumed that he did. I believe, 
Mr. DeWind. that Mr. Sehmidt himself so testified. 

Mr. DeWinp. Now, Mr. Marcelle, vou said Mr. Schmidt prepared 
your returns for every year that vou were collector of internal revenue. 

Mr. Marcetie. No, sir; I think in 1944 or 1945, the returns of mine 
were prepared by Mr. Sandevosey, who was the accountant for Eastern 
Electric, and I never personally prepared them, and IT think Mr. 
Schmidt in one of the years prepared my wife’s when Mr. Sandevosey 
had prepared mine. 
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Mr. DeWinp. I thought you said that you had signed these returns 
without looking at them. 

Mr. Marcetie. I said, Mr. DeWind, that when the accountant pre- 
pared them I had the same confidence in him as I had in Mr. Schmidt. 

Mr. DeWinp. Did the accountant certify them as the person who 
prepared them ¢ 

Mr. Marcenie. I don’t know, Mr. DeWind, and I signed them, and 
I assumed that he had completed them. 

Mr. DeW inp. Then, so far as anything you knew, the returns that 
you signed, completely unexamined by you, might be correct returns 
or false returns. 

Mr. Marcetie. They would be correct returns, I thought. 

Mr. DeWinv. What reason did you have to think so? 

Mr. Marcetie. Because they were experts in this field, and I had 
given them everything that I had. 

Mr. DeWinv. And every item of income there and every deduction 
claimed was based on information given by you ¢ 

Mr. Marcetie. I assumed so, and from the record. 

Mr. DeW inn. When you came to sign your returns, Mr. Marcelle, 
did you sign your wife’s name to those returns ¢ 

Mr. Marcexix. | believe so, Mr. DeWind, and she may have signed 
one or two, and I don’t recall that. 

Mr. DeWtnp. It was your general practice to sign her name to the 
returns ¢ 

Mr. Marcecie. It would be my practice to sign her name and to 
have her authorization and pay the tax, too. 

Mr. DeWinpb. Well, now did she know anyvthi Ne ¢ abot r the returns? 

Mr. Marcetite. Other than what I would tell her, I suppose, and 
she knew she had to pay taxes. She had an income; and, if they didn’t, 
they didn’t have to pay them. 

Mr. DeWrxp. You never looked at the return, and how did you 
know whether or not her income had been reported ¢ 

Mr. Marcetite. Because I knew what her income was, and when 
you look at it and the accountant had prepared it, and we had with- 
holding statements and that showed her income, and from that it was 
no great difficulty to prepare a return, or know whether she lad income 
or not. 

Mr. DeWinxp. How would you feel about taxpayers in your dis- 
trict who signed returns without looking at them, and had them pre- 
pared by other people who did not certify that they prepared them ¢ 

Mr. Marcetxe. If they did everything that they knew was proper, 
ind if they did give the entire information, I feel all right about it. 

Mr. DeWrnp. You think that you gave the entire information 4 

Mr. Marcetie. Everything I had, Mr. DeWind. 

Chairman Kine. You are not in the habit of signing other docu- 
ments that you do not read, are you, Mr. Marcelle, in the course of 
your legal career or other propositions you have without examining 
them before signing? 

Mr. Marcetie. That was true, sir, but in this case I really had com- 
plete confidence, because he was the Chief, or head, of the Income Tax 
Division; and, instead of taking his time to examine it—he had all of 
the records—I assumed because of his ability and experience and 
integrity that there would not be anything wrong with them, par- 
ticularly as I had admonished him, and I realize now that that may 
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not have been proper: but, while I was meticulous with the running 
of my oflice, 1 was careless about my own affairs, apparently. 

Chairman Kine. Your admission of not looking at a document a 
important as a tax return, particularly when you are a collector o1 
internal revenue, reminds me of a story, and if you will relax a me 
ment 1 will tell it to you. We spent a lot of time listening’ to yo 
and Iam sure no one will be bored with this story. 

There were two old gventleme nin the South who had been friend 
from the time they were boys. One grew up to be a judge, muc! 
respected in the community, and the other one had gone into th 
merchandising business, and succeeded quite well. They had got o 
to be elderly men, and had been cronies all through those years. li 
had been their practice, at close of business in the evening, if the 
iudge Wiis finished first, he would drop over to the store and have 
drink with his friend, and they would go home in the rig together; 
and, if the merchant was through first, he would drop over to the 
chambers of the judge, and they would leave from there and go hom: 
together. 

This one day the merchandiser was over and the secretary to thi 
judge had just brought in quite a pile of what the hardware mat 
thought were letters, and the judge was repeating the signing one 
after the other while conversing with his old friend, and the friend 
said, “Joe, you don’t need to bother with me: IT will just have my 
drink here signing these letters without reading them,” and he said, 
“Letters? Them 1s not letters, them is aflidavits.” 

So that was supposed to be a joke, Mr. Marcelle, and T could not 
think of your testimony without seeing the analogy between what 
you are saying as a public official, and what was the nub of this story 

Mr. Marcecte. I must agree with you, Mr. Chairman, so much se 
that if they were death warrants. and IT had the authority to sign 
them, I would probably have signed my own death warrant, and | 
want to admit that. 

Mr. DeWinp. Now, all of this money vou got from Eastern Ele: 
trical Vending Machines, did you include all of that in vour tax 
return ¢ ; 

Mr. Mar ELLE. ] rave these things to Mr. Schmidt, is I said, and 
I was informed by Mr. Albert. when he wis helping make out the 
net-worth statement that was requested by Mr. Schmidt, that M: 
hmaict it) spite ot the records and here Isa copy of it—had failed 
to include the sale of 35 machines, and [ received the machines in 
stead of mor eV, after | was out, and they were sold for S6.845.28, ar 
Mr. Albert informed me that that was not included, and so informe: 
the agent that was examining it. 

In the same thing, Mr. Schmidt failed to take advantage of som 
24 or 25 hundred dollars in spite of the fact that he was given 
record that I have here that had been certified to bv the publie fu 
countant showing the breakdown of the monevs sent or machine 
sent me in lieu of money. You can see where | received money 
was simple and he did not make the error, because he had withhold 
yy statements, and he missed this one. and we called it to the at 
tention, if IT recall, to Mr. Malmesbury when he was examining it, 
because Mr. Albert caught it. 

Mr. DeWixp. This only came to light after the special agent in 
vestigation was begun; is that right ? 


= 


it) 
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Mr. Marcetxe. That is correct, sir. And I understand it was not 
a special agent; it was the agent. 

Mr. DeWinpv. Just a moment. The information that you gave to 
Mr. Schmidt about the income that he used to make up your return 
did not include the necessary information; is that right 

Mr. Marcenue. Yes, sir: definitely, It was included by the break- 
down statement, which I have here, and which Mr. Schmidt had, and 
it showed it. In other words, the statement here that he overlooked, 
and he looked at the figures, but he did not read about “Please note 
that on my last financial report I indicated a balance due you of 86,845. 
This was to be settled by another shipment of 55 machines.” And, 
you see, Mr. Schmidt apparently, in taking the breakdown of the 
figures, did not read that, and he had that record. 

Mr. DeWinp. Mr. Chairman, could we have Mr. Malmesbury, the 
revenue agent. come forward ? 

Chairman Kine. Mr. Malmesbury, will you come forward, please ? 
Raise your right hand and be sworn. 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
(rod ? 


Mr. Maumesrury. I do. 


TESTIMONY OF CHARLES H. MALMESBURY, AN INTERNAL-REVE- 
NUE AGENT OF THE BUREAU OF INTERNAL REVENUE 


Chairman Kine. Be seated, Mr. Malmesbury. 
Mr. DeWinp. Will vou give your full name to the reporter, please 


Mr. Mavmessury. Charles H. Malmesbury, M-a-l-m-e-s-b-u-r-y. 

Mr. DeWinp. You are an internal-revenue agent ? 

Mr. Maumessury. That is right. 

Mr. DeWinp. When were you assigned to the investigation of the 
tax returns of Mr. Marcelle? 

Mr. Mauaessury. August 10, this year. 

Mr. DeWinp. On August 10 of this year? 

Mr. Mauaessury. That is right. 

Mr. DeWinp. Mr. Malmesbury, you have heard Mr. Marcelle’s testi- 
mony as tothe admitted income in the 1948 returns based on the sales 
of machines, and did you discover that in the course of your inves 
tigation / 

Mr. Mar MESBURY. I believe that I discovered that. | came across 
that when I was making an examination of Eastern Electric Vending 
Machine Corp. records. 

Mr. DeWinp. All right, Mr. Malmesbury. I wonder if you would 
stay there, and we might have questions to put to you as we go along. 

Mr. Kean. May I interrupt there? I understand that you say 
that you came across that not in looking at Mr. Marecelle’s returns, but 
n looking at the returns of the vending company ? 

Mr. Maumessury. I saw Mr. Sandevosey’s statement, which Mr. 
Marcelle had here, and I spoke to Mr. Albert about it, and there 
was a question of whether this item had been recorded on the return 
or not. and we were wondering what the item was, because it was 
one statement that was missing there. I took a trip up to Eastern 
Electric Vending Machine Corp., and up there I found out what the 
item Was. 





S90 INTERNAL REVENUE INVESTIGATION 


Mr. Kran. In the statement that you originally found, you foun 
in Mr. Marcelle’s records that he had turned over to his agent # 

Mr. Mautmessury. He presented to me a statement that Mr. Sand 
vosey had given to him as a final statement in the closing out of th: 
amount of money that Eastern had owed to Mr. Marcelle, and M: 
Albert and I discussed that amount and we were somewhat in doub: 
as to just what the item was, and later on I got hold of a statemen‘ 
at Eastern Electric Vending Machine Corp.'s headquarters now, i; 
New Bedford, Mass., as to what that item really was. 

Do you want to know what it was? 

Mr. Kean. What the item was: yes. 

Mr. Matmessery. Well, at the time this corporation was organized 
there was a stockholders’ resolution to the effect that any stockholde: 
who sold his stock had to sell it to another stockholder, or at leas‘ 
give him notice that he was going to sell that stock back to anothe: 
stockholder. 

He was entitled to his proportionate share of the assets at the dat: 
of the sale. So, when this general agreement was written, June 
1948, Mr. Marcelle got out of the business. He was entitled to one 
half of the assets of that corporation at that date, and this $6,860‘ 
was involved in this transaction, and it was a part payment for it, 
and the total amount was $8,918.02, which he was entitled to; $6,901 
was given to him in machines, and partly in cash, and $2,074.09 was 
involved or a part of the other settlement, the 100 machines received 

Mr. Kean. Then the $60,000 that he and his wife received was 
almost a payment for good will and not a payment for assets. 

Mr. Maumessvury. Well, you have raised a question. 

Mr. Kean. The assets were given to him anyway. 

Mr. Maumessury. You have raised a technical question that I hav: 
raised in this examination; and, if you want me to go into that o1 
not, I don’t know. 

Mr. DeWinp. Mr. Kean, I think it might appear a little later, t« 
better advantage. 


Mr. Marcelle. 


TESTIMONY OF JOSEPH P. MARCELLE, FORMER COLLECTOR OF 
INTERNAL REVENUE FOR THE FIRST DISTRICT OF NEW YORK- 


Resumed 


Mr. Marcelle, this was your 1948 tax return we are talking about ; 
is it not? 

Mr. Marcetie. I believe so; yes. 

Mr. DeW inp. Have any of your tax returns prior to this present 
investigation ever been audited ? 

Mr. Marcetie. No, sir; not that I know of. 

Mr. DeWinp. Since you became collector, there was no audit of 
your income-tax returns ? 

Mr. Marcetie. No, sir; not that I know of. 

Mr. DeWinpv. Well, now, in your income-tax return for 1948, what 
was the amount of the gross income shown? 

Mr. Marceite. $135,776.58. 

Mr. DreWrnp. $135,000 of gross income? 

Mr. Marcetie. That is correct, sir. 
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Mr. DeWinpv. What was the next income : appearing on the face of 
the return? 

Mr. Marceire. $66,981.39, subject to tax. 

Mr. DeWixp. Now, was the adjusted gross income in that return 
$78,000, approximate sly! ¢ 

Mr. Marcetie. That is correct, sir. 

Mr. DeWixp. Now, was that return ever audited ? 

Mr. Marceuix. I don’t think any of them were audited, sir. 

Mr. DeWinv. Well, was the return ever sent to the internal-revenue 
agent’s office for audit ? 

Mr. Marcette. They come in and pick them out themselves, and 
they are put in different blocks, and they are the ones who make the 
checks. 

Mr. DeWinp. How about the returns that are collector’s returns. 
and are they separated from the returns that go to the internal-rey 
enue agents for audit? 

Mr. Marcene. They should be, because we set them up in this 
fashion: they are put in blocks of 100, and they used to call them 
Bureau returns, and now they call them agent’s returns and collector's 
returns, and they were so segregated. 

Mr. DeWinp. What returns are labeled “collector’s returns” / 

Mr. Marcetie. Any individuals under $8,000 gross or partnerships 
under $20,000 gross. 

Mr. DeWinp. So an individual return with a gross under $8,000 
is a collector's return. 

Mr. Marcettr. That is correct, but there are at least 1,000 or more 
errors each time at collection time, and they do get into each other’s 
blocks. 

Mr. DeWinp. Now, Mr. Marcelle, how was your return classified— 
your 1948 return / 

Mr. Marcetir. I did not know until you called my attention to it, 
because I had not seen the original return. 

Mr. DeWinp. That isn’t what I am asking. I am saying how was 
it classified / 

Mr. Marcetir. I think it was classified as collector’s return. 

Mr. DeWrnp. So it never went over to the internal-revenue agent’s 
office ? 

Mr. Marce.te. Not that I know of. 

Mr. DeWrnp. And it never would have been audited except for this 
examination. 

Mr. Marcetie. That happens because of the rush of March 15, but 
thousands of returns, and I don’t know how many, but we investigated 
why this happened with my return and I found that that happened 
with thousands of returns, and it is eventually caught up with, Mr. 
DeWind. 

Mr. DeWrnv. You say there are thousands of returns in your office ? 
Mr. Marcettr. That happens every year, and that is my informa- 
tion when I went in, and I was indignant about this when I learned of 
it, and I wanted to know why, and I had an impression it only hap- 
pened dozens of times, and I learned that it happens in thousands of 
cases, and I inquired why, and they said, “You realize, Mr. Marcelle, 
we have in the rush of March 15, temporary help, and many of these 

things will happen in the rush of it. 
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Mr. DeWinp. Now, this was your 1948 return that was filed 
149, and March 15, 1949; had it ever been classified again or cor 
rectly classified ¢ 

Mr. MARrceLLe. It would have been correctly classified sooner « 
later. 

Mr. DeWinp. When / 

Mr. Marcetre. When they catch up with them, and we go throug 
these things, and remember I do not know the clerical work, ai 
neither did I file it nor direct how it was to be filed, and they catch 1 
With them, and that is how we know it happens many times. 

Mr. DeWinpb. Now, haven't 2'4 vears elapsed and this had not bee 
caught / 

Mr. Marceiie. That is correct, and some are caught in months, an 
some are not caught for 5 years. 

Mr. DeWtnp. If it is not caught for 5 years, it is too late. 

Mr. Marceiir. It may be. 

Mr. Kean. May I interrupt? It seems to me most peculiar and 
extraordinarily peculiar coincidence that the one return that wa 
about three times as big as any other returns, and the one important 
vear that was very important to you from the tax point of view be 
cause you were up in the high income brackets, was the one that wa 
incorrectly tagged, so that it would never go to the proper bureau t 
investigate but would remain in your office. 

Mr. Marcetie. That is the reason, if it please you, sir, that IL becamy 
very indignant about this, and the investigation must show that imme 
diately when IT learned, and learned through Mr. DeWind what had 
happened, that was the time I ran into the office and I wanted to know, 
when I tell you and you just accept it because it is the truth, it had 
been filed in the regular course of business, sir, and how that happened, 
sure it was peculiar, and I did not like it because it put strong SUSPIC1O! 
on me, a very strong one. 

Mr. Kean. You agree that it puts a very strong suspicion upon you 

Mr. MARCELLE. Definitely. And. the other way around. I would 
feel as Inavbe you feel now if the other fellow did it, but these things «i 
happen, and the things that happen to us sometimes are the ones that 
are the worst, and the easy things do not seem to happen. 

Mr. Kran. The investigation that was initiated by this committe: 
found this out, and not the investigation by the Internal Revenue Bu 
reau. 

Mr. Marcetpte. Sir. [ had trouble, and we found it, and because wher 
they asked for my returns we had to find them, and that was when the) 
were all sent over, and IT was not told about it, and Mr. DeWind pointed 
that out to me: is that correct, Mr. DeWind # 

Mr. DeWinp. Yes. 

Mr. Marcetne, You pointed it out to me, and [ say the suspicion, 
and I don’t run from anything, and IT tell you it was very suspicious. 
and again I want to repeat I was very indignant as I am even now 
with that office for that reason, and why should— 

Mr. DeWinxp. Mr. Marcelle, is it not true, if any mistakes are made 
on the original filing, that they are caught within a short period, and 
there are a number of checks made on these returns, and I am told 
it is virtually impossible for a return to be misfiled for any length of 
time. 
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Mr. Marcetie. Mr. DeWind, that is what I thought; and now why 
this happened, I said, makes it more suspicious, and there is no ques- 
tion about it; but it did happen without any connivance or act of mine. 

Mr. DeWinp. Now, you said that Mr. Schmidt took your returns 
after you signed them and took care of their being filed. 

Mr. Marcette. Unless he left them with Miss Cudahy and had them 
filed or left them with somebody else. I did not file them, and I 
handed them to no one to file myself. I had them go through it. 
As a matter of fact, I wasn’t familiar with the blocks in these. 

Mr. DeWrxp. You say you were not familiar with the blocks ? 

Mr. Marceiie. Where the blocks were, and I didn’t know the actual 
place that they were placed. 

Mr. DeWrxp. You mean you only learned about that after this 
matter came up? 

Mr. Marcetie. I mean the actual place where they were placed 
and what floor and what room in the cellar or where it was; and, of 
course, they go through; and, if I wanted to go through that and 
examine them, I would do nothing else. 

Mr. DeWinp. Well, I believe it to be a fact, Mr. Marcelle, that 
there are not thousands of returns that are misfiled over a period of 
years; there may be errors in the original filing, but I understand 
there is a system of checking and rechecking, and it virtually elim- 
inates that. 

Mr. Marce..e. We tried to eliminate as near complete as humanly 
possible. 

Mr. DeWrnpv. Do you know why your return was never caught on 
the rechecking ? 

Mr. Marcetie. No; and if you heard me when I learned it when 
I went to the office, you would find out. 

Mr. DeWinv. Do you know of any other return of this size that 
was miscoded ? 

Mr. Marceuie. I don’t know now: no, sir: and I was going to get 
that information, but I waited a little too long. 

Mr. DeWinp. In any event, from the time you have been collector 
of internal revenue, no tax return of yours has been audited. 

Mr. Marcetie. Don't blame me for that. 

Mr. DeWinp. Well, did it ever occur to you that it would be desir- 
able to have your own returns audited most carefully ¢ 

Mr. Marceurie. I think that they should have been, and as a matter 
of fact I think the collector’s returns should go to one particular 
division eve ry time. 

Mr. DeWinp. That would be very easy to arrange, would it not ¢ 

Mr. Marcetie. If they would let you do it, 1 would be glad to do 
it, and remember I would not have to answer these questions if we 
could have done that and if they would have done it in the beginning. 

Mr. Chairman, may I correct something because there is again sus- 
picion. Mr. Albert is ready to swear from the information he gave 
me that the very first time that he met Mr. Malmesbury in Mr. 
Schmidt’s presence he called this discrepancy to Mr. Malmesbury’s 
attention. I, in my meetings with them, understood that it was that 
way or mutually; and so, when Mr. Malmesbury said one thing and 
Mr. Albert another, I am caught in the middle; and I would like—— 

Mr. DeEWrnp. The fact is that it did not come out until this inves- 
tigation was started. 

91550—52—pt. 1 
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Mr. Marcetie. There is no question about that. 

Mr. DeW inp. Now, in 1948, Mr. Marcelle, what did you claim in 
the way of entertainment, travel, and similar deductions on your 
return’ I mean to refer to club dues, entertainment, travel, and 
automobile. 

Mr. Marceie. I will give you everything I have, sir. New York 
State income tax and taxes, S1.558.72. 

Mr. DeWinp. Just a minute. That would be confusing, Mr. Mar 
celle. Do you mind if I suggest the filing to you and then you car 
check and see if it is right. 

Now, did you claim club dues of S606? 

Mir. Marcenuue. I did, sir. 

Mr. DeWtnp. Did you claim entertainment expenses of 83,987 ¢ 

Mr. Marceuie. 1 did, sir. 

Mr. DeWinp. Did you claim travel expenses— 

Mr. Marcecie. One minute, now. I will tell you, but I want to get 
it: I claim it was broken up, $5,550.21 less 25 percent personal use, or 
S8s7.55, leaving a total of $2,662; and, in other words, I deducted my 
ersonal uses, 

Mr. DeWinxv. Now, did you have travel expenses of $850? 

Mr. Marceiie. Yes, sir. 

Mr. DeWinp. Automobile expenses of $1,919? 

Mr. Marcevie. Yes; that was including depreciation, sir. 

Mr. DeWINbD. So those total deductions-are 87,452. 

Mr. Marcenir. Yes, sir: out of a pretty good income of $130,000 

Mr. DeWinp. Well, now, you say that was out of a pretty good 
heone, 

Mr. Marcrenie. And sales of stock. 

Mr. Li Winn. Well, the sale of stock does not involve entertainment 
ind travel expenses, does it ¢ 

Mr. Marcrenin. No: it may. 

Mr. DeWinp. Well, did it / 

Mr. Marcecoee. But it did not: no. 

Mr. DeWinp. Well, let us not try to confuse the issue about that. 
Just what were the matters at which vou incurred 87,452 of business 
expenses f 

Mr. Marcetie. The income-tax returns will speak for themselve 

Mr. DeWinxp. They do not speak for themselves. 

Mr. Marcenite. They were set forth, that 8850 for instance, was o 
a matter, we hada sales agency in lor ila that I had to te rhiinate al 
try to create another, and that was that. 

Mir. DeWinp. Just aiminute on that. You went to Florida on si 
leave mn LOAS, ° 

Mr. Marcense. IT don't know when I went there on sick leave now, 
but [am telling vou what this expense was for. 

Mr. DeWinxp. Were you in Florida twice in that vear! 

Mr. Marcenie. I would not have gone to Florida, I don’t believe, 
even on sick leave if I could not have combined business with pleasure, 
and this was pressing also at the time I got there. 

Mr. DeWtxp. You mean to say— 

Mr. Marcevie. I learned, in other words, who was our agency 
and why it was not delivering. 

Mr. DeWrxp. You went on sick leave and deducted the expenses 
of your trip. 
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Mr. Marcetie. That is only a portion of it, and the expenses must 
have been several hundred dollars more, and I only took that por- 
tion of it that I attributed to the business end of it. 

Mr. DeWinxv. What were the total expenses of the trip? 

Mr. Marceue. | can’t tell from this now. 

Mr. DeWinp. All right, now, what about the entertainment, almost 
$4,000 in entertainment, and what business were you engaged in that 
required that entertainment ¢ 

Mr. Marcet.e. I maintained a general contact, and in 1949 I had 
received some $18,000 in fees. 

Mr. DeWinp. Now, just a moment, Mr. Marcelle. Let us take that 
one, and you received 318,000 in fees from your law practice, and 
nearly all of it from one case where you are a guardian, 

Mr. Marceiie. Seventeen thousand dollars. 

Mr. DeW inp. Were you entertaining the incompetent ? 

Mr. Marcetie. No, sir. 

Mr. DeWinxv. Who were you entertaining? 

Mr. Marcetie. I didn’t only entertain, but in 1949, if I recall cor- 
rectly, I was also engaged in the possibility of obtaining the control 
of an automatic-camera project, and it was engaged in that and every 
activity that I was, although not lucrative and not successful in doing 
the entertaining. 

Mr. DeWinp. Is that the camera you tried to sell the Roosevelt 
race track? 

Mr. Marcetxie. That is correct. 

Mr. DeWinp. That track is in your district, is it not / 

Mr. Marceuie. Yes, sir. 

Mr. DeWinpb. Did you entertain officials of the race trac k? 

Mr. Marceuie. [ entertained particularly a Mr, Cox and his friends 
and some other friends. and I did not entertain but on several oc- 
easions I think a Mr. Dowley, who was president of Nassau Trot- 
ting—— 

Mr. DeWinv. That cost you $4,000 of entertainment ¢ 

Mr. Marcentie. All of it combined over the year. 

Mr. DeWinp. Combined with what ? 

Mr. Marcenie. All of my activities. 

Mr. DeWinn. Well, now what were those activities 

Mr. Marceiie. | told you that and, incidentally, also, in my engage- 
ment in the charitable activities, and that took a great deal of money, 
because you do do entertaining. 

Mr. DeWinp. These entertainment expenses are listed as business 
expenses. 

Mr. Marcetir. They are, and they could have been segregated. 

Mr. DeWixpv. Well, you have charitable deductions on your return. 

Mr. Marcetie. That is actual contributions, and the checks were 
here for them. 

Mr. DeW rnp. These entertainment expenses, you now say are 
charitable e xpenses. 

Mr. Marcetite. Some of them were, and I would-say it was all 
combined, and as you asked me what other activities, Mr. ‘DeWind. 

Mr. DeWrxp. When did this explanation occur to you, after the 
audit was started ? 

Mr. Marcetie. I think you have the scrapbook showing that, and 
I told you, Mr. DeWind, that I did not examine these returns. 
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Mr. DeWrnp. I know you did. 

Mr. Marcewe. Before I signed them. 

Mr. DeWrnpv. But you must have told Mr. Schmidt that you in- 
curred this entertainment expense. 

Mr. Marcenne. Well, when it is against me I must have told him, 
and when it is for me I didn’t tell him, apparently. IT don’t recall, 

Mr. DeWrnp. Just a moment. How would Mr. Schmidt know 
that $4,000 of your entertainment costs were deductible, if you did not 
tell him ? 

Mr. Marcetse. I did some other things and made an error. 

Mr. DeWixp. Unless he is a crystal-ball gazer, he cannot tell from 
it checkbook. 

Mr. Marcetie. He got it from me, and he got figures and he got 
scrapbooks and he got notes and he got checkbooks. 

Mr. DeWinp. Either he got it from you or he didn't. 

Mr. Marcetie. He got it from me. 

Mr. DeWinv. Now, did you tell him they were charitable expenses ? 

Mr. Marcentie. I don’t recall just what I told him. 

Mr. DeWrxp. Do you not recall that ? 

Mr. Marcerixe. I said these were my business and traveling ex- 
wenses, and that is what I told him, and they are all inclusive. 

Mr. DeWrxn. Now, in fact it cannot have been entertainment ex 
pense in ( onnection W ith your law practice. 

Mr. Marceuie. It could very well be. 

Mr. DeWinpb. And it could not have been the expense in connection 
with the camera business, and you could not spend 84.000 on that, 

Mr. Marcetir. As I just told you, about one particular that | 
have a matter, the Luckenback estate, and there was that kind of 
business that has not been coneluded, and so it was not just handling 
one matter 

Mr. DeWinp. How about these automobile expenses, almost 82.000 
deducted for your automobile / 

Mr. Marceroe. [T was using that automobile pretty much consist 
ently, and I keep two of them, and the reason I deduct on one is that 
the other | dlo hot take a deduction on, and that is how | arrived at 
the business, 

Mr. DeWinp. What did you spend $2,000 on in connection with 
business for your automobile? 

Mr. Marcerie. Well, the actual expenditures on that was about 
$1,100, and the balance of it is depreciation, Mr. DeWind. taken on 
the ears, and it is not 82.000. 

Mr. DeWinxp. What business did you use your automobile in? 

Mr. Marcecs. In everything. 

Mr. DeWinp. What business? 

Mr. Marcetie. I told you, in running out and handling these legal 
matters, and in the promotional—— . 

Mr. DeWinp. You only had one legal fee in that year, did you not ? 

Mr. Marcetie. Yes, but Mr. DeWind, please, I have just said that 
I was also intereseted in selling the camera, and I also said T was in 
terested in charitable affairs, and if you are going to permit me to 
answer, please let me, and those are the things I used the car for, sir. 

Mr. Dr Winp. Is this a charitable automobile again? 

Mr. Marcetie. In June of 1948 up until then, I was still in busi- 
ness, and after that T was out of business. 
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Mr. DeWinp. What were these expenses incurred in, then? 

Mr. Marcense. I told you, as IT have set them off here, and you are 
forgetting that I did not get out of my business until June of 1948. 

Mr. De Wrnp. Well, now, were you not out on vacation and in Flo: 
ida for 6 months in that year? 

Mr. Marcetite. Six months? 

Mr. DeWruxp. Six weeks. 

Mr. Marcenir. I said I combined business with pleasure. 

Mr. DeWinp. Were you down there or did you have your auto 
mobile down there / 

Mr. Marcetie. I used another automobile, | think. 

Mr. 1)y WiuINpb. These deduct lions relate toa hired automobile ? 

Mr. Marcenne. I don’t know what they do right now. 
only tomy automobile, sir. 

Mr. DeWinp. Now. Mr. Marcelle. while the Fe 


did not ret Tlie Pporti to audit vour tas 
Ne York State if i. Gl t not é 

Mr. Marcennr. Yes, sir. 

Mr. De Winn. Do vou remembet gett 

ate imdqu rine what vo ind spent money 

obile expenses for / 

Mr. Moirernas Phat right. sir. 

Mr. DeWinp. Now, on December 7, 1950, the New York 
Dureau wrote vou i letter 1] whicl | 1e\ inqu red as to tl 
tion for the entertainment and promotional expelse 


$35,987.66, automobile expense in the sum of SL.O1S.S4 


to kindly state separately the amount of expenses 


ecltLlon with Vou legal pre Pession, al dl ilso state <P pa) 


of expenses mncul ! onnection with tneome re 


I it ’ ’ ‘ 

elects Vend ne Machine, and please state why you were n 

| ursed by the cor poration W ith res pect to travel ne. entert Liniment 
tomobile expense, and kindly submit the details of your cont: 

with the eor poration with respe { to traveling, ente rtainment and a 

mobile expenses, and it is further requested that you advise how a 

mobile, entertainment, and traveling expenses were necessary in the 

production of income required to be reported. 

Now, do you recall that you wrote a letter to the New York Stat 
Tax Commission / 

Mr. Marcecie. I did not, Mr. DeWind. IT turned that letter over 
to Mr. Schmidt. 

Mr. DeWinvb. You signed the letter. 

Mr. Marcetyie. I must have. 

Mr. DeWinp. Did you read it? 

Mr. Marceir. No, sir. 

Mr. DeWInp. You sign letters to the New York State Tax Com 
mission 

Mr. Marceuye. I signed it when Mr. Schmidt handed it to me and 
he said he had me give him a check, and I did the same thing there. 
as I have been doing with my Federal returns. 

Mr. DeWrnp. Just a moment. Do you recall that letter said— 

Auto expenses, operate two cars, one for pleasure and the other for business. 
Of the auto expenses, one-third should be allocated to expenses incurred in visit- 
ing various zone offices located throughout the district, in Brooklyn, Queens, 
Nassau. Suffolk, and Richmond Counties, as well as for other business trans- 
actions necessary and not reimbursed. 
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Now, did you send such a letter to the New York State? 

Mr. Marcenie. I don’t recall that, and as I say, I signed it withou 
reading it, and I think Mr. Schmidt told you he took care of it an 
handed it to me. 

Mr. DeWinp. Did Mr. Schmidt undertake to decide how mue 
you had spent on visiting zone offices / 

Mr. Marcetxe. I told him to make it out from his records, and | 
think that he was not entirely correct. 

Mr. DeWrnp. Did you not know that vou had never visited a zon, 
office in your life ¢ 

Mr. Marcetie. I have been there. 

Mr. DeWrnp. Since the first year you were appointed. 

Mr. Marcetie. That is not true. 

Mr. DeWtinp. Did you not just testify— 

Mr. Marcetie. T did, sir, and I said I didn’t go into them, and |] 
have been in that Staten Island office. 

Mr. DeWinp. Did you drive by in front of them ? 

Mr. Marceiie. I did when there were crowds and I said just to se 
how they were going, and I didn’t go in because I didn’t want the 
fellows, they would think I was putting in there or going over thx 
field deputy’s head. 

Mr. DeWrnpv. You just drove by the door. 

Mr. Marcetie. It was during March 15 or 16, and it is not entire!) 
wrong, but it isn’t complete in my opinion, that statement, and M: 
Schmidt should not have so worded it. 

Mr. DeWinp. But you have no hesitancy about signing the letter 

Mr. Marcenie. I signed it, and IL am responsible for it, sir. 

Mr. DeWinp. That letter gave a false explanation for the deduc 
tionstothe New York State. 

Mr. Marcetie. Inadvertent explanation, sir, in my opinion. 

Mr. DeWinp. Now, did you also state in that letter in connectio 
with the entertainment and promotional expense— 

The arrangement with the company provided that I was to pay all expenses i 
connection with the sales activities, which resulted in gross income to me of over 
$60,000. However, any expense on company business would be borne by them 


What does that mean ? 

Mr. Marcetie. I don’t know. If particularly the company had 
something particularly outside the sphere of sales or something, and 
1 don’t know why I signed it, and I told you he worded it that way, 
and I told you I didn’t read it, and so I don’t know what it said. 

Mr. DeWrnp. It seems to be a matter of no concern to you that you 
gave false information inadvertent or otherwise to New York State 

Mr. Marcetir. I was very careless with my own affairs, sir, and that 
isall Iean say. 

Mr. DeWrnxp. How about other taxpayers in your district, did you 
feel they should be careless? 

Mr. Marcetze. I had the burden of it, and I was careless. 

Mr. DeWrnp. Let us take the year 1949, did you claim deductions 
in that year of $8,237 for club dues, entertainment and promotional! 
expenses, and automobile expenses ? 

Mr. Marceiir. The way I see it, it is schedule C, and from profes 
sion, it is club dues, $1,000; and legal fees paid out, $500; business 
telephone and stamps, stationery and so forth. 
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Mr. DeWrnp. And the club dues of $1,015. Is this 1949 that you 

are looking at? What is the answer? Do you have the answer now? 

Mr. Marcetie. I didn’t hear the question. 

Mr. DeWinp. You have entertainment and promotional expenses 
of $5,241. 

Mr. Marceie. Yes, sir, $4,827, less 25 percent for personal use. 

Mr. DeWinp. Now, you have S1LOSL of automobile expenses. 

Mr. Marcetur. Yes, sir. 

Mr. DeWrnpb. And you have $1,015. 

Mr. Marcetie. Again let us take the item and deduct the depre- 
ciation. 

Mr. DeWrnp. But this is a deduction, of course, and the club dues 
of $1,015, and now if you please, would you please state in what ex- 
penses you incurred in 1949, business expenses, involving the use of 

| an automobile / 

Mr. Marcetrie. I maintained in 1949. again. I handled 1 any har 
ities, and I must put that in, and again I told you that I had the 

. Luckenback estate, and again I talked to many people using the car 
) back and forth, for whatever interest I had. 
| Mr. DeWrnp. For whatever interest you had ? 

Mr. Marcetie. Whatever business I had. 

Mr. DeWInp. er business did you have ¢ 

Mr. Marcenie. I did not have any business, but again as I said, 
I was trying to promote this camera, and [ was trving— 

Mr. DeWrnp. In 1949. vou were still trying to p yromote the camera ? 

Mr. Marcetie. Let me see the date of agreement, and I think so, 
and I don’t reeall. 

Mr. DeWInpd ‘| hat involved traveling around in your automobile ( 

Mr. Marceuie. A whole lot. 

Mr. DeWinp. Tell me. while that is being looked up, Was this the 
Roosevelt race track that vou were trying to sell the camera to? 

Mr. Marcetie. That originally started with the Nassau Trotting 
and the Roosevelt Raceway, and there was also another one, Roxboro. 

Mr. DeWinp. Is not the race track in vour district ¢ 

Mr. Marcenir. Yes, sir. 

Mr. DeWinp. Is it a big payer of admission taxes? 

Mr. Marceie. Yes, sir: it is. 

Mr. DeWrnp. You felt there was nothing wrong in having business 
negotiations with that track ? 

Mr. Marcetie. No; because no one handling it in my office knew 
anything about it, and they were doing their job there, and they were 
not prevented or in any way corrected in handling it, and they were 
told what to do, and they were sent there, and I never knew the 
deputies that went there, either. They would be assigned to do their 
job. And this agreement was just made as late as 1949. 

Mr. DeWinp. Did you go out there to check on the deputies ? 

Mr. Marcetxie. I went out there, and I saw them around. 

Mr. DreWIinp. You went to the race track and saw the deputies 
around ¢ 

Mr. Marcetrie. Once in a while: ves. 

Mr. DeWrnp. Did you not know ‘who the de ‘puties were ? 

Mr. Marcette. I don’t know who was going to be assigned or who 
was assigned. 
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Mr. DeWinp. But you could recognize the deputies when you g 
there / 

Mr. Marcetite. When I got there, I would recognize them. 

Mr. DeWinp. Did you own stock in that track ¢ 

Mr. M ARCELLE, In the Nassau Trotting Association, I owned SOK 
worth of stock. Mr. DeWind. 

Mr. DeWunp. What did you buy that stock for? 

Mr. Marceiie. I bought that—when or why ‘ 

Mr. DeWinp. Why did vou buy it 4 

Mr. Marceiir. I was told by Mr. Dowling that it wasa eood invest 
ment, and Devereaux Milburn was selling some at that time too, and | 
purchased it. 

Mr. DeWinpv. Did vou ever tell Mr. Bardel the reason you bought 
that stock was that you wanted to get on the tuside and see if there wa 
anv racketeer element in the race track / 

Mr. Marcencr. I said it might have helped that way; something 
along t] =< line was on of t} »TeRSONS = f | I va thisat stock, | would know 
how to attend to stor kholders’ meet La and, if | cot any information 
] would show it to our benefit. 

Mr. ey Winp. So this was in a sense a business investment in cor 
nection wit! youl work as collector 4 

Mr. Marcenie. It would be both, but it was not only for one pm 

ose, a1 d I] would say chiefly us an mvestment. 

Mr. DeWinp. Did you use it for the benefit of the office, your col 
le« tor’s oll ce; were vou able to fir cl out, ana you said vou wanted t 
find out, about the rackete ‘r element in the race track ¢ : 

Mr. Marceise. T was not able to find out. 

Mr. Di WHIND. Wi ut etforts clid you make i that connection 4 

Mr. Marcetie. Well, I did not hold the stoek long at all, and J 
sold tw, 2 cl | al cl not atiel dt tinh ot thre Ir meetings, aha | had ho infor 
mation, al al the sto k wis delivered to me. 

Mr. DeWinpo. Right after you bought it, didn’t vou pick up a couple 
of thousand dollars in cividends / 

Mr. Marcetie. One thousand dollars right after I bought it. wher 
dividends were due, and 81.000 the following vear. 

Mr. DeWrnp. So that a 85.000 investment. you picked up a coupl 
of thousand dollars in dividends within the next vear, and you got 
Guite a bargain in that stock, too, did you not 4 , ; 

Mr. Marceie. I don’t think so, because they had paid 25 cents to $1 
il share for that stock, and those fellows rot the Siline aliy idends, Coll 
pared to $100 a year. 

Mr. DeWrnv. That is not the question. You got the stock for les 
than other people were paying for it at the time. 

Mr. Marceiie. I understand within maybe one or two sales were 
made by somebody, maybe for more money, but I did not know it at the 
time, and it was offered to me at that price, and that is the price I paid 
for it. 

Mr. DeWinp. Well, now, did you ever in fact learn about any rack- 
eteer elements in that organization ? 

Mr. Marcetue. Later I heard about it, sir. 

Mr. DeWinp. Later you heard about it? 

Mr. Marcetue. Later I heard about it. and we heard about it when 
we heard that there was some connection of Costello, if you will recall. 
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Mr. DeWinp. Your search for racketeering in the organization was 
not successful when you owned stock in it. 

Mr. Marceuie. No, sir: he was not a stockholder of record. 

Mr. DeWinp. Was not there a good deal of talk about George 
Martin Levy having paid Frank Costello about $50,000 4 

Mr. Marceiie. Oh, yes; and it was disallowed by the Bureau. 

Mr. DeWinp. Was that your office / 

Mr. Marceuie. That is the agent’s office, sir. 

Mr. DeWrnpv. Not your office? 

Mr. Marcenie. No, sir: we don’t have the jurisdiction. 

Mr. DeWinp. Did you tell anybody about that situation ¢ 

Mr. Marceuuie. I think that I told Mr. Schuster, if I am not mis- 
taken. 

Mr. DeWinp. You told Mr. Schuster, and who is Mr. Schuster ? 

Mr. Marcenie. He is the agent in charge. 

Mr. DeWinp. What did vou tell him ¢ 

Mr. Marcetir. I think Mr. Levy brought that to my attention; and 
I brought it to the attention, I think, of Mr. Schuster; and it was dis- 
allowed: and I did not follow that very much when Mr. Sehuster was 
making his investigation, other than it was disallowed. 

Mr. DeWinp. Now, coming back, you got the information on your 
automobile expense, close to $2,000 of expense. 

Mr. Marcetne. Yes, sir. 

Mr. DeWinp. What was that for? 

Mr. Marcecie. I just told you that in 1949 I said as late as No- 
vember 1949 we entered into an agreement for the handling of that 
camera situation, and that was one of the many things the car was used 
for. and the agreement was never consummated. 

Mr. Dr WINp. Well. how, there was no difference bet ween your 
1948 deduction and your 149 deduction; is that right 4 

Mr. Marcetie. No; I guess I used pretty much the same amount of 
time in the ear. 

Mr. DeWinp. But one of the things vou said was in 1948 you justi- 
fied it on the basis of the electrical vending machine. 

Mr. Marcense. T was still in business, and in 1949 I was seeking 
other ventures, too. 

Mr. DeWrnpn. You were out seeking ventures in your automobile? 

Mr. Marceire. That is when I say that, negotiating, and particu- 
lary in a matter like this, or any other suggestion that might come 
to me, for possible investment or business. 

Mr. DeWinp. You would drive over and take a look at it ? 

Mr. Marceie. I would use the car all of the time. 

Mr. DeWInp. Well, now, do you use the car to come to and from 
your home ? 

Mr. Marcetie. Yes, sir. 

Mr. DeWinp. Do you deduct that? 

Mr. Marcetxe. | did not deduct that, and I took a 25-percent depre- 
ciation on it. 

Mr. DeWrnp. You deducted the expenses of one automobile did you 
not ¢ 

Mr. Marcetxie. That is all. 

Mr. DeWrnp. Well, is that automobile the one you drove to and 
from your home? 
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Mr. Marcetie. Most of the time; yes, sir; and many a time I usec 
the other. 

Mr. DeWrnp. How did you deduct that? Do most taxpayers deduct 
their commuting expenses ? 

Mr. Marcette. I did not deduct that. 

Mr. DeWinv. You deducted the total expense of one automobile, 
did you not? 

Leaving that—— 

Mr. Marcette. I have got to look at it, and I can’t remember these 
things. 

Mr. DeWrnp. I think the record will show that. What is this 
$5,200 of entertainment expense, and who were you entertaining? 

Mr. Marcet.e. I told you that I entertained a great deal. 

Mr. DeWinp. Now, in 1949 you had no income from your law 
profession except a guardianship case. 

Mr. Marcetie. And also I said that I had another matter that has 
not been completed. 

Mr. DeWinv. What matter was that? 

Mr. Marcetie. That is the Luckenback estate. 

Mr. DeWinp. Were you entertaining the Luckenback estate / 

Mr. Marceu.ie. I was entertaining people, and I turned it over to 
another attorney, and we met, and I met the Luckenbacks, and I made 
certain investigations myself, and so there are other matters that are 
not completed, and I don’t recall right now everything. 

Mr. DeWinp. Was not that estate a guardianship reference by one 
of the judges ¢ 

Mr. Marcecie. Yes, sir: and there was—the car was used a lot. 

Mr. DeWinp. Did you entertain the judges ? 

Mr. Marcetie. No; I didn’t entertain the judges. 

Mr. DeWinpv. I do not understand. You got the case through the 
judge, and who did you entertain to get the business ? 

Mr. Marcetie. You are confining it, but I said 1 entertained; and | 
maintain the clubs whether I did any business or not; and people that 
I entertained, [ entertained whether I did the business or not. 

Mr. DeWinp. You had no business activities. 

Mr. Marcetrie. | am talking about whether I got law business or not, 
and whether I completed the venture with the camera or not. 

Mr. DeWinp. You do not suggest that it cost you $8,200 that year 
to try to promote the camera deal ¢ 

Mr. Marcetie. Iam going to tell you it cost a whole lot, and I spend 
an awful lot of time on it in the evenings, and it was all evenings, and 
it was all entertainment. 

Mr. DeWinp. Now, in fact, Mr. Marcelle, did not the Roosevelt 
race track reimburse you $1,000 to cover those expenses ? 

Mr. Marcetie. Oh, no, sir. 

Mr. DeWinv. What was that $1,000 for? 

Mr. Marcetixe. That finally, when the Nassau people agreed to ex- 
hibit the camera in New York, they said they would not exhibit it 
unless they were paid $1,000, and when I negotiated with the Roose- 
velt people, and the Nassau trotting people, they agreed that they 
would cover the expense, and we exhibited that machine at the War- 
wick Hotel, and Mr. Levy and Mr. Dowdy and the others were rather 
elated and agreed that they would try this camera out, but they left 
without paying the $1,000. Meanwhile we were negotiating an agree- 
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ment, and IT mean the Nassau people were negotiating an agreement, 
with me and with Mr. William Cox, and they said that they would not 
sign the agreement or make it unless they got their $1,000 for the ex- 
pense first. I gave them my check for $1,000 and then wrote George 
Levy that I had done that, and later he sent me the check for $1,000 
reimbursing me for the 81.000 LT advanced, with a suggestion of some 
changes, which never came about, and we never consummated the 
contract. 

Mr. DeWinv. Now, did you give to Mr. Schmidt, when he prepared 
this return, any supporting information on these deductions ¢ 

Mr. Marcecie. Iam sure I did. I was wondering if I had some of 
them here, and I don’t know if I have. I certainly gave him support- 
ing evidence. 

Mr. DeWinpn. You did? 

Mr. Marcetie. | had at that time; ves, sir. 

Mr. DeWinp. You gave him supporting evidence that would sustain 
$5200 of entertainment / 

Mr. Marcetie. Lam pretty sure I did. 

Mr. DeWinp. Now, in 1950, did vou claim $6.250 of this type of 
expense ¢ 

Mr. Marcen.e. Let me see, 

If you take all of the expenses and take the auto expenses, you will 
note there was an accident in the car that took $946, and then the de- 
preciation was S945, which gave me about 31,100 actual expense that I 
charged there. 

Mr. DeWinpv. You claim the deduction of a couple of thousand 
dollars for a trip to Europe, is that right ¢ 

Mr. Marcetie. Yes, sir. 

Mr. DeWtnp. Was that the trip that you made in connection with 
the charitable affairs over there? 

Mr. Marcenie. And the Caruso affair. 

Mr. DeEWinp. But he did not ask you to do that for him. did he? 

Mr. Marcetie. I said to you, I could not find the letter that he asked 
me, When he asked me to come over, and I think that you have a letter, 
i COp\ of the letter. in your oflice, or In Ve ur ass ciate’s office. 

Mr. Kean. What vear is this? 

Mr. DeWinp. This is 1950. 

Mr. Kean. How about the trip to Europe in 19464 

Mr. 1) WINb. Is) : La tact, Mr. Marcelle, that you had all of yout 
plat sto voto Kurope, ana that Mr. Caruso, when he heard you were 
coming, simply asked you to bring some material with you ¢ 

Mr. Marcetie. No: that isn’t true, because I got in touch with 
his son and told him I was voing,. and I explained—— 

Mr. DeWinv. You were going anyhow ? 

Mr. Marcetite. Mr. DeWind, I explained that earlier today, that 
there was due me from Mr. Caruso some 820.000, and if the war- 
damage claim had been settled, there would be approximately another 
$6,000 to $8,000 due, and that Mr. MeGowan advised me that unless 
Mr. Caruso was successful in terminating his war-damage claim, that 
he would be wiped out. And I took it upon myself, in one sense, 
to protect that $26,000. So in the main, Mr. DeWind, I was going 
over there for that purpose, and advised him; and Mr. Caruso wanted 
the help, and I told Mr. Caruso he would have to pay me for anything 
I did for the success of this after my going to Europe. 
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Mr. DeWrnpv. Did Mr. Caruso reimburse you for your expenses? 

Mr. Marcetie. You know as well as I do, they are suing for it. 

Mr. DeWinv. When you went there, you were not his counsel, were 
you ¢ 

Mr. Marcet.e. I was acting as his counsel, and whatever you wa 
to call it. 

Mr. DeWrnp. That was a voluntary action on your part ? 

Mr. Marcetxe. It was not voluntary, sir. I couldn't act for him 
without his direction, and I had him come to Naples, I think twice. 
or to Rome twice, and I went to Naples once, and I had him meet 
everyone concerned, and then wtcrtoes when I left—— 

Mr. DeWinp. Just a minute, Mr. Marcelle. Isn’t it a fact that 
you had been retained as counsel in this matter, but long before you 
made this trip to Europe you had been replaced ¢ 

Mr. Marce.ie. I thought I testified to all of that this morning. 

Mr. DeWinpv. Yes. So when you went to Europe, you were not 
acting as his counsel ? 

Mr. Marce te. I said after that, I testified I talked to Mr. Jackson 
and told him that I would make no claim for any services I rendered 
up to and after the date of my substitution. 

Mr. DeW rnp. Just limit yourself; and you were no longer counse! 
to Mr. Caruso when you made that trip? 

Mr. Marcetie. That is correct, of record. 

Mr. DeWinpv. You were no longer his counsel of anything, were 
you? 
Mr. Marcette. He asked me, and I told you I took it up with Mr. 
Jackson or I never would have anything to do with it from that time 
on. 

Mr. DeWinp. Now, in 1948, you recorded that you had made a sale 
of your stock in Eastern Electric Vending Machine, did you not ¢ 

Mr. Marceite. That is correct, sir. 

Mr. DeWrnp. And you stated you received $60,000 for that stock ? 

Mr. Marcettr. Yes, sir. 

Mr. DeWrnb. And you reported that as a long-term capital gain, 
did you? 

Mr. Marcetie. That is correct. 

Mr. DeWinp. So only half of the income was reported as taxable ? 

Mr. Marcette. That is correct, sir. 

Chairman Kine. Mr. Marcelle, will you step aside for a moment. 

Commissioner Dunlap, would you come forward, please. 


STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF INTERNAL 
REVENUE—Resumed 


Chairman Kine. Mr. Commissioner, I am sorry, too, that we have de 
tained you here as long as we have, but I felt that it would be pertinent 
to the record to have your version of your meeting with Mr. Marcelle 
here in Washington the night before last at the time that he resigned. 
Would you be good enough to just bring us up on what the facts were / 

Commissioner Duntap. On October 12 I received the report covering 
the matters being discussed before the committee now, from our special 
agent in charge in New York, which I believe was a Friday. Mr. Mar- 
celle had called down for an appointment with the Secretary, the fol- 
lowing Tuesday, the 16th, at 11 o’clock. The Secretary and I had gone 
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over these reports and decided that we would talk to Mr. Marcelle at 
that time, and give him our decision of what should be done. Mr. 
Marcelle called right at 11 and I had left my office on my way to the 
Secretary's when the call came in, and advised that he was fogged in 
at LaGuardia and couldn't make it, and he would see us or we would 
see him when he came down for the collectors’ meeting the first part 
of this week. So when Mr. Marcelle came down and made the appoint 
ment for 2:30 in the afternoon of Tuesday, and that appointment had 
to be post poned because | Wis up here, if you W ill remenibe I. | believe 
thisis where I was, and it was reset for 4:30. 

I reached the Secretary's office as quickly as I could get there, about 
10 minutes after 4, and we again discussed the matter and decided that 
proper action should he taken. | then called Mr. Marcelle Into one of 
the offices up inthe Treasury Building and I believe Mr. Parson's office, 
and Ltold him that we felt that it was time for him to resign and resign 
immediately. 

Mr. Marcelle wanted to know why, and I showed him the schedule- 
and the comments upon W hich we had based our dlecision. Mr. M i! 
celle said, well, he wanted to talk with the Secretary before he took wun 
action and so we went into the Secretary’s office and we had quite a 
discussion and Mr. Marcelle said before he could make up his mind 
that he would like to talk to his wife and some friends in New York. 
So we agreed that we would allow him sufficient time to make those 
telephone calls and he was to report back to me before s o’eloe'. 
He didn’t dothat. and Tealled his hotel and he said be hee! he lel; 
but he would he ovel shortly, and he reached ther Il believe about Ss a 
and we were there until about 8:30, and when he came back from mak 
ing his calls he said that he had decided to go alone and submit his 
resignation as we had requested, and that was the end of that. 

Chairman Kine. What were the reasons, Mr. Commissioner, that 
you set forth to him ¢ 

Commissioner Duniar. Need you ask, Mr. Chairman ? 

Chairman Kine. Well, he seemed to be a bit confused this morn 
when he testified as to his visit over there, and I feel the committee 
should know what he was told. I believe he stated he was not told o1 
was not aware of the reasons why. 

Commissioner Duntar. Mr. Marcelle was told by both the Secre 
tary and TL and was shown the schedules of the adjustments and told 
some of the other allegations in the repert and the time was to resi 
immediately. The action was a week later than we intended to take it 
because of Mr. Marcelle’s postponed trip and we intended to take it th 
week before. As I said. I received this report on, IT can’t quite miako 
the date out, either the 12th or the 13th as shown on this stamp, ane it 
Was on a Friday anvhow, and we would hold this conferences wit’ 
Marcelle the following day. When he could not get in, we decided we 
would wait until he got here, for the collector's meeting. 

Chairman King. Does this constitute the commencement of a new 
policy, Mr. Commissioner, with respect to collectors when you find or 
you satisfy yourself that their actions are not in accordance with what 
standards vou feel should fit that office ¢ 

Commissioner Duntar. T am the last one in the world not to lean 
over backward to try to keep from doing anybody an injustice but 
once [am convinced that the action should be taken. T am the last 
one to put it off an extra minute. My policy is to adjust these mat 
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ters just the minute that I am convinced in my own mind that that 
action should be taken. 

Is that what you mean, sir, or do you mean is there a change in my 
policy ¢ 

Mr. Kean. This is to be your policy ¢ 

Commissioner Duniar. Yes; the minute I get evidence that corre: 
tive action should be had, it is going to be had and it is going to bi 
had immediately. I might add, Mr, Chairman, that has always beet 
my policy, 

‘Mr. Kean. Well, you just stated that the new policy was quick 
action. 

Commissioner Dun.apr. No, sir; I said it is no new policy as far as 
I am concerned, and that has been my policy ever since I can remember 

Mr. Kean. The quick action? 

Commissioner Dun tap. Yes, sir; the minute I am convinced that 
the action should be had. 

Mr. Kean. You did not state whether there was going to be a chang; 
of policy with reference to the removal of collectors whose work in 
general you were not entirely satisfied with. 

Commissioner DuntAp. Well, of course, as I see that, Mr. Kean, eac): 
individual case has got to stand on its own bottom. In some cases | 


think a resignation would be justified, and in others I think absolutely 


removal would be the step, and in others, suspension until an investi 
gation is completed. But that would depend upon the development 
in each case. I would say it would depend largely on what the col 
lector was guilty of, whether it is an indictable offense or not. 

Mr. Kean. Was one of the important reasons for this decision th« 
information you received with reference to the general informatior 
on income-tax returns ? 

Commissioner Duntar. Yes, sir; unquestionably. Mr. Marcelle i: 
a lawyer and he is collector of internal revenue, and he should know 
how to promptly prepare and submit an income-tax return. 

Mr. Kean. I was a bit concerned, Mr. Commissioner, and not s 
riously, in the speed that was evident here in this case, and I was a 
bit surprised. 

Commissioner Duntap. In my opinion, if you will forgive me, | 
think I was a week late, because it was supposed to be had the previou 
Tuesday. 

Chairman Kine. That is all, Mr. Commissioner. 

Do you have : any questions ¢ 

Mr. DeWtnp. Can you tell us approximately what the understat: 
ments of income toad against Mr. Marcelle are, on his inconx 
return ¢ 

Commissioner Duntap. I am sure these are subject to some adjust 
ment, Mr. DeWind, in final settlement, but the report on which we 
acted disclosed a total understatement of income for the period of 
$11,418, and it disclosed total unsubstantiated deductions such as you 
have been discussing here, for the period of $23,087, plus some allow 
ances which he had not claimed to which he was entitled of $1,682. 
making a total of unsubstantiated deductions of $21,415, and you add 
that to the total unreported income, or the understated income, and 
you have a total of about $32,835 in round numbers of adjustments 
to be made. 
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Mr. DeWinp. In addition to that there is an adjustment with respect 
to the claimed sale of the stock ¢ 

Commissioner Dunxiap. This had nothing to do with the sale of the 
capital gain treatment of the stock. 

Mr. DeWinv. Then is that part of the picture, or is it not a part of 
the picture ¢ 

Commissioner Duntar. No, that is not part of this picture. 

Mr. DeWinp. That involved another. 

Commissioner Dun tar. If it is held that wasn’t a capital gains trans- 
action, and it was not an installment sales transaction, that would in- 
crease this figure more. 

Mr. DeWinp. By close to another $30,000, would it not ? 

Commissioner Dunar. I think that that would be about right. 

Mr. DeWinp. Now, what period did these adjustments cover, that 

s, the total apparently is about $60,000 ? 

Commissioner DunLap. The understated income appears to be all 
in the year 1948, and the unsubstantiated deductions run back through 
the year 1945. That is 1945 to 1949. 

Mr. DeWinp. In the view of the Department then, this was a serious 
lapse on Mr. Marcelle’s part in connection with his own personal taxes ¢ 

Commissioner Duntar. The view of the Department is that any 
such income tax discrepancy on the part of any of our employees would 
be considered highly serious. 

Mr. DeWinp. Was Mr. Marcelle given a full explanation of the rea- 
sons for his removal ? 

Commissioner Dun.ap. I considered it a full explanation. 

Mr. DeWtxp. Now, in 1948 the vear in which the big adjustments, 
the unreported income and the capital gain transaction were, that was 
the year when the return was misfiled, so it was never opened up to 
audit. 

Commissioner Duntar. I believe that is true. 

Mr. Kean. Mr. Dunlap, Mr. Marcelle has testified that his returns 
were never audited. It seems, and of course for the year 1948 there 
was reason for that because they weren't sent to the proper department, 
but for the other years when you take an S- or 10-year period with a 
man having a reasonable substantial income, it seems rather unusual. 

Commissioner Duniar. I am not going to make any excuses, and I 
don’t like excuses, but I can tell you what I think happened. The 
years prior to 1947 were the years in which we didn’t do any too much 
wuditing of anybody’s returns on account of our lack of personnel due 
to the war. 

Mr. Kean. You did mine. 

Commissioner DuNLAP. We were just keping our heads above water. 

Mr. Kean. I say you did mine. 

Commissioner Duntar. They did mine, too. Now the vear 1948, of 
course, that return was buried in the collector’s return files, and how 
t happened I don’t know. And it wasn’t even available to the agents 
or examination and they had no way of discovering it. The subse- 
quent years, the years of 1949 and 1950 IT am sure you know are the 

ears that we are examining all over the country now, and that 1s our 
urrent program. 

Mr. Kean. Well, in 1944, 1945, 1946, and 1947, the adjusted gross 
neome after deductions and after some of these large deductions 
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amounts to substantial sums, $30,000 one year, $20,000 another year, 
and so forth, and so that it does seem that the Bureau—— 

Commissioner DuNLAr. I make no excuses and I don’t know how it 
happens, and all I can tell you is that under our program, with which 
you are familiar—— 

Mr. Kean. The present program they would be. 

Commissioner Dun ap. It is required. 

Mr. Kean. It is required 

Commissioner DuNLAP. Yes, sir. 

Chairman KING. Mr. ( ‘ommilssioner, | have just been—and I could 
just as well have asked you this off the record, and 1 am not just 
asking you to have it a matter of record—I would suppose you wouldn't 
care if you did not see us again for a few days, to wind up some of 
your own work. 

Commissioner Duntap. Tam awfully far behind. 

Chairman Kine. Lam sure of that. Ihave been curious, the variance 
with what appears to be a method of treatment here, where one col 
lector is fired outright, and another one is sus pended, and another 
one is required to resign. Could you explain just what caused the 
different methods of getting rid of a collector just in the last month 
or so ¢ 

Commissioner DUNLAP. Well, as I stated awhile ago, Mr. Chairman, 
Iam sorry if I didn't make it clear, we would not allow a collector to 
resign where we felt he was guilty of an indictable offense, and where 
we felt he was guilty of an indictable offense he would more promptly 
be terminated and be fired, if you want to put it that way. In the cases 
where we don’t know what the answer is going to be, we know it is 
roing to be one or the other, they are suspended until we get the definite 
picture. 

Mr. Kean. Would there not be doubt as to whether it was an indict 
able offense or not, in the case of a collector with a large Income who 
by some chance had the return placed in a position where it wouldn't 
be looked at ¢ 

Commissioner DuN tap. To be perfectly honest, Mr. Kean, the facts 
surrounding the income-tax matters of Mr. Marcelle’s return would not 
receive consideration for prosecution if he were a private citizen. 

Mr. Kean. I see. 

Commissioner Duntar. He might possibly be subject to a fraud 
penalty, or a private citizen might be, but this type of case we would 
not consider a true prosecution-type case if Mr. Marcelle was a private 
citizen, and TL would hate to think we should treat our people otherwise 

Mr. Kran. No private citizen would be able to have his return place “dl 
in a situation where it wouldn’t be audited. 

Commissioner Duntar. 1 meant the income-tax deficiencies them 
st Ives, 

Chairman Kine. All right, Mr. Commissioner, you can step aside. 

Mr. DeWiunp. Is it a fact that all of the collectors’ back returns 
have been sent to Washington now ? 

Commissioner Duntarv. I beg your pardon ? 

Mr. DeWinxp. Are you getting all back years’ tax returns of colle: 
tors into Washington now ¢ 

Commissioner DUNLAr. Oh, no: we have ordered them turned ovet 
to the internal-revenue agents in charge. 

Mr. Dy WiHuINp. Are they all voing to be subjected to audit é 
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Commissioner Duntar. Every one of them. 

Mr. DeWrnp. The back years, I understand. 

Commissioner Duntav. Three years back and further, if they find 
any so justified, and that includes mine. In fact. it includes all inter- 
nal-revenue employees in the front-line enforcement work, or in any 
supervisory capacity. 

Mr. DeWinv. They are all going to be audited for the past 3 years 
now ¢ 

Commissioner Duntar. Yes; and from now on every year. 

Mr. DeWinp. From now on, should these returns of some of these 
officials be filed in Washington or filed in a separate division ¢ 

Commissioner Duntar. That is something L am working on now, 
and you know you asked me the question in our first appearance here 
if it would require any legal action, and I believe that it was Mr. 
Byrnes asked me if it would require any legislation to have collectors’ 
returns filed with the Commissioner, and, of cou se, nobody files their 
returns with the Commissioner, and the Bureau has no authority to 
accept returns or accept money or anything else, and it must be filed 
with some collec tor. us the law now tands, ana the on l\ quest lon there 
would be Ww het her I hey should be concentrat din the ( oll ctor at Balti 
more or whether some ot her proy Isilon should he made loc lly. 

Mr. DeWinp. Thev can be filed outside the collector's own office 
and subjected to special audit provisions ¢ 

Commissioner Duntar. They could be, and we could require them 
to be tiled in Baltimore: but since the thi a will be audited by the 


internal revenue agent in charge, unless there 1s sometlh ne spec al 
about it, I wouldn't see much to be gained by, under our new set 


where they are required to be audited every vear, where there would 


be much to be gained by filing them in a separate place. 

Mr. DeWtnp. That is all. Mr. Chairman. 

Chairman Kine. Thank you, Mr. Commissioner. 

Mr. DeWrixp. Mr. Foley, I understand that vou were not responsible 
for these matters at the time that Mr. Marcelle was appointed col- 
lector, but I understand you have made a SUrve\ ot the person) el fil 


the Presidential appointment file, of Mr. Marcelle. Is that rl ht ? 


STATEMENT OF EDWARD H. FOLEY, JR., UNDER SECRETARY OF 
THE TREASURY—Resumed 


Mr. Foutey. I was not in the Department when Mr. Marcelle was 
appointed. [was on military leave. As suggested by representatives 
of the committee, I have with me the appointment files dealing with 
the appointment of Mr. Marcelle. 

Mr. Di WINp. Now, Mr. Foley, could you tell the committee does 
that file reveal information developed by the investigative report 
which at the present time would lead you or other people responsible 
for appointments to recommend against the appointment : 

Mr. Fotry. There are two reports from the special agents in New 
York in connection with Mr. Marcelle’s background and qualifications. 
I would say, without any desire on my part to reflect on people who 
were in the Department at the time and who perhaps were in posses 
sion of information that is not available to me. that, based on the infor- 
mation contained in reports of this kind in connection with someone 
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under consideration today for appointment as collector of interna 
revenue, I would be very reluctant to recommend the appointment. 

Mr. DeWinpv. Was there evidence in the file, Mr. Foley, to ind: 
cate that the initial preliminary report was prepared in an effort 
to rush the appointment through, and that it was blocked by M: 
Irey, chief coordinator of Treasury law enforcement ? 

Mr. Fotey. Well, I wouldn't say it was blocked. Mr. Irey wrot 
a memorandum, which is in the file, in which he said he thought that 
because of the speed with which the original investigation was mad: 
adequate facts had not been developed, and that he couldn’t bas: 
a recommendation on the file in its then state. There were subse 
quently further facts developed. I assume, although I don’t know 
that Mr. Irey must have been satisfied, because his name appears o1 
the papers that were submitted to the White House. 

Mr. DeW inv. Now, that supplementary report: is that the report 
that contains the information on which you believe you would bi 
reluctant to recommend his appointment ? 

Mr. Fotry. I would say so; yes. 

Mr. DeWinpv. So if the preliminary report had gone through, non 
of that information would have been developed ? 

Mr. Foury. As I say, Mr. Irey’s objection was that there was in 
suflicient time, in his opinion, to develop all the facts. I think that 
the report of the investigation was not as comprehensive as 1 know 
I would like to see a report of investigation. 

Mr. DeWinp. There were recommendations against the appoint- 
ment in that report, were there not ? 

Mr. Forry. In the original report ? 

Mr. DeWinp. No, in the supplementary report. 

Mr. Forry. Yes; there were. I wouldn’t say against the appoint 
ment. I think there were some people who had been interviewed, 
some who gave their names and some who wouldn't supply names, 
whose expressions were to the effect that they thought a better person 
could be chosen. 

Mr. DeWinv. Those who did supply their names were relatively 
prominent citizens ¢ 

Mr. Forry. In at least two instances; yes. 

Mr. DeWinp. Now, at the time that the preliminary investiga 
tion was made, is there a reference in the file that Mr. Kelly had 
called Mr. Hannegan, who said that Mr. Kelly was getting impa 
tient ¢ 

Mr. Forry. I want to get the sequence here. 

I would say that that occurred before the initial report was re 
ceived. It indicates that the investigation was then under way, but 
the report had not yet been received. 

Mr. Kean. No report had been received ? 

Mr. Fouiey. No report had been received. 

Mr. Kean. Not even the Quigley report? 

Mr. Fotey. No, neither report. I think there was a memorandum 
in the files of the 14th of March, the original report dated the 24th 
of March, and then there was a supplemental report after that. And 
I think that the nomination was submitted to the Senate some time 
after the 8th of April, and the confirmation in the Senate was on 
the 2d of May. All this occurred in the year 1944. 

Mr. Kean. Just how long did the investigative period cover ¢ 
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Mr. Forey. I would say the matter was under consideration 

Mr. Kean. By that I meant, Mr. Foley, how long did the special 
agents take on their investigation ¢ 

Mr. Fotry. How long? 

Mr. Kean. Yes, from the time they started until it was over. 

Mr. Forey. It depends on the amount of difficulty that is involved. 

Mr. Kean. I mean on this request. I am sorry. 

Mr. Fortry. Oh, the request here for the investigation was made 
on the 14th of March. 

Mr. Kean. And the final report was filed on March 21? Is that 
right ¢ 

Mr. Forry. No; the initial report was dated the 24th of March 

Mr. Kean. And the final report ? 

Mr. Fotrey. The supplemental report is dated the 24th of March. 

Mr. Kran. So that the investigation was closed in a period of 10 
days? 

Mr. Fouey. Well, the name wasn’t submitted to the White House 
until the 8th of April. I assume the matter was under consideration 
during that time. 

Mr. Kean. Well, is there a record in the file that after Mr. Trey 
sent his memorandum to Mr. Nunan, that the investigation had been 
inadequate, Mr. Nunan said he was personally going to New York 
and would submit his own supplementary report 4 

Mr. Fo.ry. There is indication that there was a conversation be- 
tween Mr. Nunan and the Assistant Secretary of the Treasury, who 
had the matter under consideration, and Mr. Nunan indicated, ac- 
cording to the file here, that he was going to New York and that he 
would pursue the matter further and submit a supplemental report 
and recommendation. That is a memorandum dated the 29th of 
March. 

Mr. Kean. Is there any supplemental report or memorandum in 
the file ¢ 

Mr. Forry. No, there is no written report in the file subsequent to 
the two reports that I have mentioned. 

Chairman Kine. Mr. Foley, sometime back I discussed with you 
matters concerning collectors. Have you any ideas today that might 
help the committee in connection with what you would consider 
standards fitting a candidate for the office of collector of internal 
revenue ¢ 

Mr. Fotry. Well, Mr. Chairman, I think a collector of internal rev- 
enue is a pretty important person inthe community. I think he should 
be of impeccable reputation and character. I think he should have 
broad experience in either accounting or law or business. I think that 
he should be a representative and outstanding person. 

Chairman Kine. Today, Mr. Foley, you, having the position you 
now hold, I take it. would frown on a report that ‘woul | get into ‘the 
field, particularly on a candidate or candidates who had not previously 
held an important Government position, that it would take approxi- 
mately 10 days to complete. That, in itself, would alert you to the 
fact that perhaps a proper investigation had not been made, with your 
knowledge of the detail and trouble that an investigator has in cover- 
ing the field ? 

Mr. Fotry. No, Mr. Chairman; that in and of itself I don’t think 
would necessarily be disqualifying as far as the adequacy of the report 
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is concerned. Many times where there is urgency we phone the field 
and ask the field to look into a matter and submit a report as expedi 
tiously 2s possible. I think it is entirely probable that enough agents 
could be put on a matter to complete a report that would be entirely 
adequate and that would give whoever had the responsibility for evalu 
ating it and coming to a proper conclusion the information that hi 
should have. 

Of course, there may be questions raised, in that that report would 
give the person who evaluated it pause, and he might ask for additional! 
information, which, of course, could be had. 

Chairman Kine. In view of Mr. Irev’s memorandum. though, at 
this time wouldn't you then see that a full examination was made, that 
a full investigation was made, when it would appear from his state 
ment that the examination had evidence of rush, when there wasn’t 
really a reason for rush 4 Wasn't that the sense of Mr. Lrey ’s report 4 

Mr. Foury. That is perfectly true and there were subsequent re 
ports made. [assume that whatever doubt Mr. Trey had was cleared 
up, because his initial appears on the papers that were submitted to 
the White House recone nding Mr. Marcelle’s appomtment. 

Chairman Kine. The fact does remain, Mr. Foley, that it is some 
What difficult to Oppose recolimendations commg ot of certain 
communities / 

Mr. Forry. T wouldn't say it was impossible, Mr. Chairman, | 
know ] have done it. 

Chairman King. You are pleased when a good one comes in, and you 
do not have to fuss with people or with the recommendations they 
have made? 

Mr. louey. That is1 elit. And I do th k that there 1s an obliga 
tion on all of us, not only those of us who make the recommendations, 
but also pon those of us who have to assume the responsibility 1a! 
processing the investigations, reports, and ultimately recommending ot 
not recommending the appointment, fo tse ver\ wood judement, 

Mr. Kean. Mr. Chairman / 

Chairman Kine. Mr. Kean. 

Mr. Kean. The responsibility for the evaluating of the informatio 
which came from the special agents of the Bureau. and making the 
recommendation to the President that as far as the Treasury Depart 
ment was concerned, there was no obj ction to ihe appointment, Wits 
with the then Under Secretary or Assistant Secretary / 

Mr. For EY. The initials of the then Under secretary appear here ol 
the paper, as do the initials of the Assistant Secretaries and the othe! 
in the Department that were concerned with the matter, yes. 

Mr. Kran. So that vour opinion is that he was the man who had 
probably the final decision in sending the recommendation through 
the Secretary up to the President ? 

Mr. Foury. Well, the file shows that the matter was elven full con 
sideration. 

Mr. Kean. And where now you have the responsibility, he had it 
then ? 

Mr. Foury. That is right. 

Chairman Kine. Mr. Foley, would you not, in the position of re- 
sponsibility you now hold, be much happier if the practice was here 
on followed that preferably men ont of a department, such as our 
Commissioner, with a career well built, with an experience in ac- 
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countancy, bookkeeping, or law, be the sort of men that should be con- 
sidered first for the position of collector of internal revenue ? 

Mr. Fouey. Well, as you know, the law provides for the appoint- 
ment of collectors of internal revenue by the President and for con- 
firmation by the Senate. I believe that the very best people that can 
be found to fill these positions should be located. And we do the very 
best we can to see that the people that we recommend to fill these posi- 
tions measured up to what we believe to be the requirements that the 
positions call for. 

Chairman Kine. Well, I know, and I am sure other members of 
the committee know, what political pressure is, and sometimes it can 
be embarrassing. But after a man has served, say, in the Revenue 
Bureau and lias a evood record, experience beyond question, integrity 
beyond question, and particularly his experience and training in the 
Department, it is just evident on its face that the safe man would be 
that man. ‘That would be the sort that one would be apt to go for in 
his own business, if he was out seeking a foreman or a superintendent 
in his own plant. Regardless of how fine a fellow one might be in a 
‘community, unless he was versed and schooled in the department you 
would want him to be employed in, I would think that would weigh 
heavily against him. Would vou say that he should have the expe- 
rience first and the reputation for integrity second, or vice vers i or 
would you regard them both equally ¢ 

Mr. Fo.ey. Well, of course, anyone who has been working in your 
own Department, who has had experience with people in whom you 
have confidence, is easier to appraise than someone on the outside, who 
sa stranger. 

Chairman Kine. The v are cditheult to appraise whe they have been 
nothing but, let us savy, a WPA director, or just a lawyer of sorts: 
there is not much to go by for this intricate job that tl ey are being 
recommended for, 

And in the case of Mr. Finnegan and Mr. Delaney, and, with some 
degree of respect for this man here, Marcelle—I do not want to injure 
him—but there was good and ample reason in the minds of some 
persons at least that their experience and fitness generally were not 
suited to what many citizens thought the standard of a collector of 
internal revenue should be. And in each case there appears firm 
political support if not pressure for the appointment of these three, 
possibly more. ‘That is the history, after all, is it not, Mr. Foley ? 

Mr. Fotry. I would say that that is a fair statement; ves. 

Chairman Kine. Now, I have already stated that I am not one 
that believes that just civil service status rates a man beyend reproach 
or necessarily fits him for any job, and particularly as far as integrity 
is concerned. In fact, we have notice of several civil service persons 
who are equally bad. That is not my point at all. But I know, for 
instance, in our own community, within the last vear, a new collector 
had been appointed, in Los Angeles. And several of us in the dele- 
cation from Los Angeles were interested in the new collector and 
who he was to be. I happened to be on the side of the man who was 
appointed. I had met him perhaps once in my life. My going to his 
support was solely on the basis that his record was tops in the Depart- 
ment. He had some 18 years, I believe, in the Department, had 
worked himself up to a top rating civil-service-wise. His personal 
rating, his whole background, was such that I thought there would 
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never be danger of that man being thrown back on my.doorstep, being 
that I was oflicially on record as being for him. 

Other men that I knew equally well were also candidates, but I 
decided on him, solely because he had demonstrated over a period 
of years that he was tops. The other men perhaps would have been 
just as good. 

3ut the safe w ay, I felt, was to go for the man we knew had 
been good and had demonstrated up to that very day his fitness and 
eligibility for the job on practically any standard you could have 
judged him on. 

Mr. Fo.tey. You are referring to Mr. Riddle, I believe. 

Chairman Kine. I think he is a fine collector, in a very difficult 
office. 

Mr. Forey. I was glad to recommend him. 

Chairman Kine. And that is a very diflicult office, is it not? 

Mr. Fotry. Yes. And it is a very important office. 

Chairman Kine. As you know, one of these days, the committe: 
is going to have to take a stand one way or the other, and that is the 
reason why I felt while you were here we might have as much in- 
formation from you as possible. 

Mr. Forey. I think it is a matter that this committee should give 
very serious consideration to. 

Chairman Kine. Would you say: “Take the job out of politics and 
put it under civil service”? Are you prepared to say that? 

Mr. Fotry. No, I am not prepared to say that. I think that that 
is something that this committee has to give very serious considera- 
tion to. We are talking here about a matter of character. We are 
talking here about a matter of morals. We are talking here about 
a matter of integrity. And I am not satisfied in my own mind as of 
this moment that on the career side in the so-called civil service the 
people are any more honest than the people who are not in the 
career civil service. 

For a number of years, not only the collectors of internal revenue 
but the United States attorneys, the marshals, and a number of other 
people in the field have been appointed by the President and con- 
firmed by the Senate. I believe there is a certain distinction that 
comes from having received an appointment from the President and 
a confirmation from the Senate oy the United States, and I think 
that in many instances people are attracted to the position by that 
distinction who otherwise niet not be interested in public service 
at all. And I think that that has to be taken into consideration. 

I think that there are arguments that can be made on both sides 
of this question, and I think that it is something this committee 
should study, and I think that it is something that this committee 
should take into consideration very seriously in the conduct of this 
inquiry. 

I may say that if this committee comes to the conclusion that the 
appointment of collectors of internal revenue should be taken out 
of the method of appointment that we have at the present time and 
should be made career employees, there would be no objection from 
us. 

Chairman Krne. It is a technical position, and I believe for a 
collector a technical knowledge is required. And we have not covered 
competence, Mr. Foley, very well here in our discussions, but compe- 
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tence to do the job can best be determined in the case of a man who 
has been your employee for years as against a man that comes in 
from the outside, who has, say, been an attorney or even an account- 
ant. But to supervise a position such as the two or three that we 
have covered with some 1,500 to 2,000 employees, you are not apt 
to find a man who is thoroughly competent and experienced in the 
field out of Government that will be willing to come into Government 
at the salary that Government pays for the position of collector of 
internal revenue. I think it is rather unique that the Government 
should have men with the tremendous responsibilities they have work 
ing at the salaries provided by the Government. They do not compare. 

| think, for instance, the position we have been discussing today, 
Mr. Marcelle’s oflice, in the ordinary industrial or mercantile field 
would probably require and be paid some $25,000 a year minimum. 
Do you agree with that? 

So you see, in my opinion, to attempt to find a man thoroughly 
competent, with integrity and reputation in the business field, if he has 
proven that competency and ability, and to ask him to take over 
this position at a salary of eight to ten thousand dollars a year, would 
mean that you would be laughed at today by men of that standard 
of competence in the outside world. They would be employed, and 
there would be no inducement to bring them into the Government, 
in my opinion, at a rate of perhaps half what they are drawing 
outside. 

It seems that we are faced, while conditions enterprisewise are 
as they have been, and as we hope will continue for a while, with a 
situation in which we will be obliged to draw from the service or 
take the chances that have been taken with the few men I have just 
mentioned, who have proven by their acts that they were totally 
incompetent for the job, were not even interested in the duties of the 
job. 

I think we are faced, as you say, with a very serious situation, and 
I cannot see where a man with proven ability and competence will 
come to the Government, at least in the position of collector of inter- 
nal revenue, with the salaries paid, with 1,500 to 2,000 men under 
their directorship. Do you not agree with that ? 

Mr. Fouey. Well, I think what motivates people to come into the 
public service is of very wide range. What motivated you or what 
motivated me might be entirely different, but I am sure we both had 
good reasons. 

Insofar as the collectors of internal revenue are concerned, I am 
sure there are a number of people throughout the United States who 
have gained in influence and stature in their own communities, who 
would be willing because of the distinction that is accorded them by 
the designation by the President of the United States and the con- 
firmation by the Senate to come in and be a collector of internal reve- 
nue irrespective of what the salary is. I think that there are other 
things that should be taken into consideration here, too, Mr. Chairman, 
and one of those things is whether or not a collector of internal reve- 
nue should have any outside interests. And I think also, at the same 
time, you have to give consideration to whether or not the salaries that 
are being paid to c collectors of internal revenue are adequate to attract 
the kind of people that we need in those jobs of great responsibility. 
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Chairman Krxne. Now, particularly since Secretary Snyder has de 
creed that henceforth the new collectors will not be able to have except 
ina limited way outside interests or employment, will not my feelings 
inthe matter be aggravated even more? Will it not now be even more 
difficult? We have had two or three who have said they would not 
have accepted the position of collector if it were not for their under- 
standing that they could carry on outside activities. One has testified 
that the principal consideration was the prestige of the office, that 
would further permit him to prosper by outside activities. 

Does that not even go a heavy step further in my feelings that we 
are going to experience greater difficulties in the vears to come in 
selecting the tvpe of men that should be selected, unless we resort to 
the service to find them ? 

Mr. Foury. Or increase the salaries. 

Chairman Kine. Right. 

Mr. Kean. Mr. Chairman ? 

Chairman King. Mr. Kean. 

Mr. Ii AN. One of the reasons, Mr. Foley, that have been eiven for 
the appointment of someone from civil life rather than a career man 
is that one of the chief things that a collector has to do is to deal with 
the public. He is almost a liaison man between the Bureau and the 
publie in the collection of taxes, and it has been suggested that it is 
preferable to have the point of view of a civilian mind, accustomed to 
doing the usual things that most of the public do, rather than having 
the bureaucratic mind with a background of a great many vears in 
the Government service. _ 

That is what has been stated to me as one of the reasons that the 
collectors should he appointed in the same War that they are now, 

Do you think there is any reason to that argument ¢ 

Mr. Fouey. I think there is a good deal of merit in that. Mr. Kean 
[ think if vou take a man from private life who has been engaged in 
business and make him a collector of internal revenue, he ts apt to 
have the interests of the taxpayer a little more in mind perhaps thar 
A man who became completely Government minded because of il long 
‘Xperience on the Government side of the table. 

I think there is opportynity there for balance between the career 
people and the people. as vou say, W ho are a little closer to the people 

Mr. Kean. We, on this committee, do find that when the representa- 
tives of the Treasury Department come before us in considering a tax 
bill they seem to have no consideration at all as far as the taxpayer Is 
concerned. They are almost vicious in their desire for more revenue : 
and IT can understand their point of view, because that is what they 
are there for. 

But | want to be sure when we make our recommendations that we 
are viving proper consideration to the faxpaver, who is the person 
who feeds the kitty ana V ithout \\ hom thi Government would com 
pletely collapse. 

Mr. Fou a think, Mr. Kean, you have another example to look 
to, one that perhaps may not be too pertinent but seems worth point 
ing out. 

In our Embassies abroad, for instance, our Ambassador or Minister 
is usually appointed by the President and confirmed by the Senate, 
and the people in the Embassy are members of the career Foreign 
Service, the experts who have gained knowledge of particular fields 
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that are very helpful tothe Ambassador in adequately representing his 
country before the other voverhiment, 

l think that we also have another example in the Military Establish 
ment, where we mingle the career mitlitary with the civilian head so 
that it all is not one thing. 

L think that it is a very, very important question. [think it is a 
very deep question. And [think that it is one that this committee 
and ourselves should continue to give study to 

Mr. Kean. But it has two sides. 

Mr. kor EY. lt has two sides. There Is ho question about it at all. 

Chairman Kine. [ani not prepared to agree with the feeling that 
because you get an outside businessman to come into Government 
everything is going to be all right. That would depend entirely on 
the man.* You can tind a dour, sour, gentleman successful in business 
who would be no more good in Government from the standpoint of 
public relations than the worst you could pick out in the service. But 
our studies to date have certamnly not been in favor of those who are 
supposed to be good public relations persons. The record would 

ndicate that their public-relations efforts have been almost entirely 
in their own behalf and for their own gain. 

But I think at least in my own State, judging from volumes of 
mail that TP have had from disgruntled citizens during OPA, when 
businessmen were put mn, that their record would not be the best rec 
ommendation for the continuation of that practice. I do not know. 

There have been other Ihistances where mis ollice Wis flooded With 
protests nugvainst the treatment they received from persols W ho were 
not Government persons at all but drawn from business. The situs 
tion was likewise in the case of WPB 

So | think we could vet into a long debate if we wanted to cliscuss 
the merits of trained, experienced men from the Government and un- 
trained and inexperienced men from outside of the Government who 
are appointed simply because they have had a successful background. 
I think it would all depend upon the individual man. 

Mr. Forry. I couldn't agree with you more. It is a matter of char- 
acter, competence, and integrity. 

Chairman Kine. We have had persons, and you know a number 
of them, who never failed to come out first in a civil-service examin 
ation, and 1 would not want them around the outside of my office, let 
alone working in it. 

All right. Thank vou, Mr. Foley. 

I want to state to you, too, that I regret very much that the commit- 
tee business has been such that you were obliged to remain so long. 

Mr. Forgery. Thank you very much, Mr. Chairman. I have no com 
plaints. 

Chairman Kina. Mr. Scanlon, would you come forward, please ? 

Be seated, please, Mr. Seanlon. 


STATEMENT OF THOMAS E. SCANLON, SUPERVISOR OF ACCOUNTS 
AND COLLECTIONS, FIRST SUPERVISORY DIVISION, BUREAU OF 
INTERNAL REVENUE—Resumed 


Mr. DeWinpb. Mr. Scanlon, in connection with the question of the 
coding of returns in the collectors’ offices as between collectors’ returns 
and revenue agents’ returns, under the system that has been in force 
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for several years, does it seem likely to you that a mistake could be 
made in the coding that could not be detected ? 

Mr. Scanton. Well, it could happen in the sort, but it would be 
detected before it had gone through to the final resting place after a 
survey had been made by the Audit Section. 

Mr. DeWinp. Could you just briefly state what kind of checking 
is made on this thing? 

Mr. Scanton. Well, in the original instance, it could be miscoded, 
and after the miscoding, if it is a taxable return it would go through 
the cashiers for numbering, and it would be listed on a register for 
documents and a register for remittances, at which point it should 
be noted that such a return is miscoded. After it has gone through 
that point, it would then go to the Control Section, where it might 
be noted that it had been miscoded. But in any event, when it went 
to the Audit Section, at the time that the auditor was making the 
survey to determine whether or not a return should be examined, it 
would be definitely noted. 

Mr. DeWinp. All returns are surveyed ? 

Mr. Scanton. All returns should be surveyed. 

Mr. DeWinv. Then do you consider it to be almost impossible for 
* miscoding that was involved in Mr. Marcelle’s case to go undetected 
for more than a short time ? 

Mr. Scanion. It would depend, Mr. DeWind, upon the time that 
had elapsed between the coding of it and the surveying by the Audit 
Section. If the work of the Audit Section had been in arrears, it 
would be no doubt that much delayed. 

Mr. DeWtnp. Well, the work of the Audit Section would never 
be in arrears for as much as 2% years, would it? Or the survey 
section ¢ 

Mr. Scanton. I wouldn't think so, sir. 

Mr. DeWrnp. Then do you see any explanation how this return 
could have been inadvertently misfiled / 

Mr. Scanton. Well, that would be hard to say. 

Mr. DeWtnp. It seems to you entirely extraordinary that it should 
remain misfiled unless some person willfully misfiled it? 

Mr. Scanton. I would like to look at the block to determine whether 
the survey had been made. If the survey had been made, the auditor 
should have withdrawn it, because there would have been a revenue 
agent’s return, and it should be forwarded for survey by the revenue 
agents. 

Mr. DeWrnpv. Do you know of any other case of a misfiling of a 
return showing $78,000 of adjusted gross income 4 

Mr. Scanton. To my own knowledge, no, sir. 

Chairman Kine. Thank you, Mr. Scanlon. 

Mr. Marcelle, you are excused now. 

We will have no further need for your testimony. 

Mr. Marcecie. Thank you very much, gentlemen. 

Then I may leave Washington tonight ¢ 

Chairman Kine. You are free to go where you like. 

Mr. Marceitie. Thank you very much. 

Chairman Kine. The committee is adjourned subject to the call of 
the Chair. 

( Whereupon, at 6:30 p. m., Thursday, October 25, 1951, the hearing 
was adjourned, subject to the call of the Chair.) 





